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Editorial

It is all but impossible to summarise the impact of the multinational
corporation (mnc) on Africa, for these firms play many parts: they
are the expanded colonial trading companies; they are the vanguard
of the most advanced technology, but also the purveyors of overpriced obsolete equipment; they are rapacious exploiters of raw
materials and labour, but also the invaluable allies of pettybourgeois elitist and in some cases 'progressive' Governments; they
arc a source of capital but also the major agents of profit repatriation
and resource outflow. Which of these features is dominant depends
on the specific circumstances of their operations.
This issue of the Review looks specifically at the operations of mncs
in four situations: in the Ivory Coast we see the French textile
industry 'adjusting' to independence and maintaining its former
position, courtesy of the new Government; in Kenya we see the
international soap giants destroying a local industry and displacing a
functionally superior product by using a combination of market
power and technological superiority; in Mauretania we see a mining
giant controlling the exploitation of rich mineral resources so as to
serve the interests of the West European producers who own the
mining company; and finally in Tanzania we see a Government
which has taken nominal control of their mnc subsidiaries, struggling
to find an effective way of exercising this control.
Unfortunately as case studies none of these articles provides an
explicit view of the nature of international capitalist development,
but without this it is difficult to assess the ultimate significance of
the experiences described. While the mnc's hierarchical, supranational
and institutional character is undoubtedly important, and while its
relations with nation states are equally important, an understanding
of these phenomena must be derived from an analysis of the forces
underlying the international expansion of capital.
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MNCs and the Accumulation of Capital
Capitalist development has always involved increasing concentration
and historically this has led to the creation of ever larger units, both
of production and of management and control. The critical need for
continued accumulation and expansion has forced firms to invest in
new plant on an ever-increasing scale. This, combined with new
technologies requiring increasingly larger 'production runs', has led
to the familiar combination of bankruptcy, merger and expansion.
But even more important than the physical and technical aspects of
these developments have been the financial implications, since the
mobilization of investment resources on the scale required is
possible only for enormous organisations.
These tendencies of course only reinforce the age-old search for
monopolizable niches in the market, and this takes place through
vertical integration and control of primary inputs and/or through
attempts to use product differentiation in order to protect the
product market from substitutes. Certainly some or all of these
factors are clearly visible in the case studies presented in this issue.

'Exxon, the world's latgest oil company, is one of the principal beneficiaries
of the energy crisis. Its extensive, well-diversified oil resources will give the
company a strong competitive edge over the long run'.
^
Blyth, Eastman, Dillon & Co.
Stockbrokers, 1974.

It is clear therefore that the forces which underlie the processes
described are not new, nor are international firms new (as for
example, the East India Company and the United Africa Company).
What is new is the scale and the prevalence of such operations, as
well as the high degree of centralised control made possible by
modern communications even when operations are highly scattered.
Hence according to a UN study, the nine largest US oil multinationals had crude oil operations in 40 countries in 1938 and in 96
countries in 1967, while their subsidiaries in all petroleum related
activities increased in number during this period from 351 to 1,442.
The mncs are thus an integral part of the expansion of capital on a
global scale, but for all its international dimensions, most of the
capital involved still has a 'national' base both in terms of its origins
and in terms of its control.
Not surprisingly the US has been responsible for the accumulation of
the largest share of capital since the Second World War. US companies account for 60-65 per cent of all foreign direct investment—

'General Motors remains a single world-wide enterprise in concept, organisation, structure and operation... Our manufacturing and assembly facilities
are bound together on a continuing, almost daily basis by the economics of
producing, assembling and distributing vehicles. These closely interrelated

activities must be co-ordinated within a unifying policy framewotk to achieve
maximum efficiency'.
F.G. Donner, Board Chairman,
General Motors Corporation (1967)

one third of which is in oil and one third of which is located in
Europe. The book value of US companies in Europe was $25 billion
in 1970, which represented a six fold increase from the 1957 level.
During the same period the book value of European firms' assets in
the US increased 250 per cent, amounting to $9.4 billion by 1970.
Contrary to some expectations, most capital exports have been to
the developed countries. Between 1961 and 1971, 460 US
corporations established 11,061 operations abroad, and only 2,703
of these were in less developed countries. In 1967 the UN estimated
that 32 per cent of all foreign investment was in less developed
countries, but these patterns may well change in light of the current
crisis in the world economy. On one hand the greater risks imposed
by current instabilities may reduce the flows of investment funds.
On the other hand, the increasingly fierce competition between the
major capitalist centres will encourage each of these to invest so as
to ensure material supplies from its particular sphere of influence
and this may well lead to regional upswings in investment flows to
the Third World.
MNCs and the Underdeveloped Countries
Defenders of the mncs' role point out that they provide scarce
capital; provide equally scarce technology and know-how which
provide commodities at lower prices for more people; in some cases
provide access to export markets; and contribute through the taxes
paid and the employment created to local development. Each of
these claims, however, can be challenged.
Firstly, the mncs do provide capital but to a much lesser extent
than might be supposed from looking at figures of assets owned.
First of all, where such investment involves taking over existing
facilities (admittedly more likely in developed country investment)
there is no transfer of real resources or of capital goods though in
the short run there would be an easing of the import restraint.
Where foreign enterprises start new ventures it is common to raise
much, if not most, of the capital required from the local economy
and this is a trend which is further encouraged by the proliferation
of joint Government-mnc ventures. Moreover the benefits of the
inflow which does take place are critically dependent on whether
these resources are complementary to local resources-i.e. their
presence helps to mobilise previously idle resources or capacities—or
whether they are competitive—i.e. they destroy local productive
activities and reduce local capital goods to scrap. Often the latter is
true.

'The question was whether [General Motors should] manufacture in
Argentina or abandon that market. We made this decision in the affirmative...
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[because] we could foresee the possibility of an improving long-term potential.
We concluded that national policies would be conducive to private enterprise.
It was our expectation that the investment in expanded plant facilities could
be accomplished without any considerable dollar outflow from the United
States. At the end of 1950 the value of General Motors net working capital
and fixed assets overseas was about $ 180 million. By the close of 1965, this
investment had increased to about $1.1 billion. This expansion was
accomplished almost entirely from financial resources generated through
General Motors operations overseas and through local borrowings which
would be repaid out of local earnings*.
F.G. Donner, Board Chairman
General Motors Corporation (1967)

Finally it is vital to remember that equity investment (i.e. shareholding) is the worst possible form of 'assistance' for profitable
ventures since the claims on earnings (e.g. dividend payments to
shareholders) which it generates are essentially unlimited both in
terms of their size and their duration. Heavy reliance on foreign
equity thus generates increasing claims on resources which must be
offset by increasing foreign exchange inflows. For mncs operating
in Latin America each dollar of net-profit generated during 1960 to
1968 was based on investment 83 per cent financed from local
sources, but only 21 per cent of this profit remained in the country.

'General Motors subsidiaries have distributed through dividend remittances to
the parent corporation all earnings that were not required to meet the
demands on the business overseas. During the post-war years, our overseas
subsidiaries remitted about two-thirds of their earnings to the United States'.
F.G. Donner, Board Chairman
General Motors Corporation (1967)

The problem of the outflow of resources is furthermore much greater
than is suggested by looking at declared profit statements, since
'profits' can be shifted to any section of an integrated operation by
pricing goods and services traded between different sections and
branches in a certain way, through, for example, overpricing
purchases and underpricing sales of a subsidiary which is supposed
to make little or no profit. In addition, inflating the book values of
assets allows what profit is earned to appear modest in proportion.
For these reasons therefore the capital transfer functions of mncs
need careful scrutiny if an assessment r>f their net effect is to be made.
Secondly, the mncs do 'bring' modern technology to Third World
countries, but there is again a question of the net effect. Certainly
there are enormous potential benefits to be derived from international technology and some countries like Japan, have benefited
greatly from assimilating and developing that technology. Unfortunately the multinationals do not encourage the assimilation of
technology in this sense and one of the most striking features of
Japan's assimilation was precisely the fact that by and large they did
not receive the technology through the agency of mncs. But simply
introducing such technology, while impeding its assimilation,
control, and development provides a very limited benefit at a
considerable cost. More seriously it undercuts whatever local

technological development exists or might develop otherwise.
While the costs of this are not quantifiable they may ultimately be
extremely high in many countries.
Thirdly it is true that mncs sometimes are essential agents in gaining
access to certain international markets, like those for oil or diamonds.
While this may make them indispensable for a particular economy it
is hardly a 'benefit' of mncs from a broader perspective, since it is
their control of markets which makes their agency necessary in the
first place. In addition it is often the case that mncs actively
discourage exports in line with their global marketing strategies.
Finally it is undeniable that mncs do make major contributions to
many public purses. This again can hardly be counted a net benefit
without taking into account revenue lost through the outflow of
funds or the other losses occasioned by their activities. In any
event the generation of this revenue is not dependent on the mncs
as such and would be equal or greater if the activities in question
were financed through loan capital and managed individually.
Worse is the fact that the mncs are often in a position to force the
Third World countries to forego large chunks of this potential
revenue by demanding and obtaining extensive tax concessions.
Their demands along these lines become more insistent and
effective as the country in question becomes increasingly dependent
on capital inflows to balance the effects of capital outflows generated by the stock of existing foreign capital.
In conclusion, there are undoubtedly some occasions where the
activities of mncs provide net long run benefits to an economy. By
the same token there are undoubtedly even more where their effects
are ultimately negative.
The MNCsi in Africa
South Africa has long been a base for the operations of mncs, and
even today, with two-thirds of its direct investment still coming
from abroad, it continues to represent the centre of gravity for mnc
operations in Africa. Nevertheless recent decades have witnessed a
rapid increase in the penetration of mncs of the economies of the
entire continent, often with a predominance of the negative effects
described above, as the articles in this issue suggest.
The mncs activities have taken on a special urgency recently as the
extent of the vast mineral wealth of West Africa becomes more
clear, and especially as the potential for oil appears greater than had
been expected. The major oil companies are presently drilling in 15
African countries. In Angola Gulf Oil has reportedly given indirect
support to the Cabinda secessionists in an obvious attempt to bring
about a more manageable situation there.
Again it is US mncs who are in the forefront of the recent drive to
exploit Africa's mineral wealth {African Development, Dec. 1974),
especially with regard to copper in Zaire, bauxite in Guinea and
Ghana, iron in Gabon, and copper-nickel in Botswana. This is true
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even though the US share in total foreign investment is only 15
per cent, compared to the 35 per cent of Britain and 25 per cent of
France. Of course this apparent paradox reflects the accumulated
total capital stocks resulting from the historical position of the
major colonial powers. Indeed the fact that the US share has grown
to such relative size reflects its recent rapid growth. This growth is
more significant even than the figure suggests, because it is concentrated in the more advanced manufacturing and mining sectors. It
represents increasingly a challenge to these older established
interests, one that was first mooted by the famous 'winds of
change'.
MNCs and the State
It has been the core of Marxist analysis of the state that under
capitalism it represents the interests of the dominant capital. More
recent analysts have suggested that the nation state has become
powerless in the face of the giant corporations, whose ability to
move capital freely across national boundaries has made it all but
impossible to control them.
However, this view has been sharply challenged by the actions of
countries like Libya who have nationalised mnc subsidiaries outright, and by the oil producing countries' initiatives in increasing the
price of petroleum. But much more significantly it has been
challenged by the major industrial states whose reaction to the
increasing competition among themselves has clearly demonstrated
their ability to act together with some of the mncs to influence
international markets and terms of trade in ways which reflect their
interests. Certainly, the capitalist state as such is not powerless
though some Third World states may be close to being so.
The issue becomes rather more complicated when one considers the
extent to which the state itself conies to represent the interests of
the mncs. Certainly the state must make the country safe for
capital, and hence for the mncs, but this requires Governments to
balance the competing demands of rival capitals (principally
domestic and international) and of those of other interests,
principally those of the working class. This means that the states'
relations with mncs will clearly vary over time but that there is no
question of either being independent of the other.
The mncs then are not freely-floating, disembodied and denationalised bodies. They have national bases and they require the
political, military and economic support provided by their base
nation. It is no surprise that only insubstantial, fly-by-night
operations actually do move their headquarters to the island taxhavens that are so well publicised. Indeed it seems possible, even
probable, that with the US's unchallenged dominance of the
international economy giving way to a much fiercer rivalry, the
free-wheeling of the multinationals may be much more firmly
constrained in future by the national and/or regional interests that
are in conflict.
Some of these points emerge clearly from a consideration of events
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in what was formerly Portuguese Africa. Here Portugal was actively
providing the military and administrative resources required by the
mncs. The victory of the liberation struggles has certainly aroused
great concern to ensure that the states which emerge will in fact
take up this role in future. This concern reflects a recognition that
some states are more easily dealt with than others. In southern
Africa the search for 'reasonable' solutions and, what are
euphemistically known as 'responsible' governments is now
directed by the great powers in conjunction with their allies,
South Africa and Zaire.
Of course there are differences also between mncs and their
approach to local governments. These range from those who
operate in a very hard-nosed 'businesslike' manner throwing
diplomacy to the winds, and those who assiduously cultivate their
local contacts and seek actively to make their interests synonymous
with those of the ruling group in particular Governments. The most
clear-cut example of this latter type must surely be Lonrho, Africa's
best known 'conglomerate'.
There are suggestions that Lonrho played a background role in the
1971 coup in the Sudan, and that their Chairman, Duncan Sandys,
a former British Cabinet Minister, obtained for the 'new' Government a £10 million loan, thus paving the way for Lonrho's advance
in the Sudanese economy. Other examples of Lonrho's operations
which are less speculative concern the very close personal relations
which they have to various Governments and leaders. The
Company's first black African director, Udi Gecaga, is both
Lonrho's managing director in East Africa and President Kenyatta's
son-in-law, while the head of Lonrho's Ivory Coast operations is
Houphouet-Boigny's son. In Zambia too relations with the Government are so close that when a board of directors revolt threatened
'Tiny' Rowland's position as managing director, the Zambian
Government intervened and offered £8 million to the company as
long as Rowland remained in his post. This only shows the very
keen appreciation which this company has of the need, from us
point of view, to ensure a full representation of its interests in the
councils of state.
Of course the interests of the mncs do often largely overlap with at
least the short term interests of those in control of the state. It is
they who are able to provide the hardware required by Governments
to give the appearance of promoting developments and more
directly to consolidate their own political power. But these things
are made available only so long as the states in question provide the
right sort of climate for the mncs, not least through inspiring the
confidence of investors through tax concessions and a clear
willingness and ability to ensure 'law and order'.

Speaking to the Energy Club in London on the Tehran agreement, Sir David
Barton stated that the moment of truth had arrived for consumers of petrol
products: 'For the moment there is no doubt that the petrol market has
ceased to be a buyer's market dominated by suppliers'.
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Not only did he indicate that the increase in costs in the Persian Gulf area
and the Mediterranean area would require a rise in prices for consumers but,
'even when the flow of petroleum has found its natural level, petroleum
products will remain scarce on the European market and this scarcity will
persist for a much longer period than those which followed the preceding
crises in the Near East. The reason, he said, was that low prices had
stimulated demand during the last few years, but they 'reduced the profit
margins of the companies to levels which obliged them to reduce their
investments. As a result the increase in capital expenditure in 1969 was the
lowest recorded in the last six years'.
Sir David Barron
President of Royal Dutch/Shell
February 1971.
'In the short run, the oil "shortage" has proved very handy to the majors in
their retailing jam. The buyer's market in gasoline suddenly became a
seller's market. The major refineries no longer needed to sell their excess to
the independent marketers. And whatever competition did exist among the
majors came to a halt when all the oil companies were able to sell out their
gasoline with no difficulty. In a few short months... around 10 per cent of
independent retailers were forced to close for lack of gasoline'.
Tom Zeman
Ramparts, July 1974

It has been noted that this two-way relationship between mncs and
the state is not particular to the less developed countries. It is clear
from the oil crisis to date that its explanation must be based on a
recognition of the temporary coincidence of interests between
the Middle Eastern states, the mncs and the US economy. For the
Arab countries higher prices, a bigger share of the proceeds and
slower production rates had to be an unmitigated blessing; for the
mncs and especially the dominant US mncs, restriction of supply for
a product with an inelastic demand was the classic oligopolist's
response, while for the US firms there was a clear additional benefit •
derived from closing the awkward and both politically and
economically increasingly untenable gap between low world oil
prices and high US domestic oil prices (producer, not retail);
finally, the oil crisis has had the effect of blunting the European and
Japanese challenges to the US economy which had destabilised the
international monetary system in conjunction with US military
adventures overseas, in a development which symbolised the demise
of US economic hegemony. It is no coincidence that these events
have been accompanied by the arrival in the White House of
Rockefeller (of Exxon) and in the State Department by Henry
Kissinger, his long time friend and advisor.
Of course such strategies are not without risks and there is just a
possibility that the oil states will take their independence 'too far'
and will step out from under the tutelage of 'their' mncs and begin
to sell directly to individual states, as Libya has done already to ENI,
the Italian state-owned oil corporation. Kissinger's recent threat of
military intervention, should the oil states become 'unreasonable'
and threaten the international economy, must be read in this
context.
Both the state and the mncs are thus protagonists in a struggle in
which the interests of different mncs are far from coincident.

Certainly the present 'crisis' has brought great advantages to the oil
mncs, at the expense of some other mnc groups, just as it has
brought benefits to the US economy in relation to its competitors.
For Africa this new conflict between the major powers can only
mean more instability and more jostling for its resources. This may
improve opportunities for playing off one group against another,
but it may also provoke tendencies towards more direct control of
resource bases. After all, neo-colonialism is not a new phenomenon
but has rather been the form of imperialism during periods when
one power was sufficiently dominant economically to achieve its
ends through 'indirect' means. Such a period seems presently to be
coming to an end.
'However... the government's own Bureau of Mines announced in January
(1974) that not only was supply ahead of demand-without rationing
cutbacks-but that the oil industry had near record stockpiles of all
petroleum products sitting unused... And so the energy crisis, whether
attributed to Arab solidarity, shortage of supplies or limited refinery
capacity, evaporates'
'when the numbers are looked at closely, when the politics and players are
measured for what they are, it becomes clear that what is happening today
is not an energy crisis but an industry crisis. The industry is Big Oil, and
the crisis is one of threatened profits... To be sure, someday there will be
an energy crisis, b u t . . meanwhile, the industry crisis and the profits to be
reaped from its'solution* stand to make the old railroad Robber Barons
look like small-time stick-up artists'.
Ramparts, March 1974

Challenging the Multinationals
The increasing penetration of Africa by the mncs raises the question
of how one can deal with their impact. It is sometimes suggested
that this can be done satisfactorily through minor reforms in tax
structures, in transfer pricing mechanisms or in programmes to
employ local staff, and that it must be done in this way lest the
corporations are alienated as potential investors. Unfortunately this
last stricture is rather arbitrary in its effect and represents a threat
which severely constrains the ability of Governments to act
effectively in these marginal ways.
Beyond such marginal action lies the strategy of nationalisation
which is discussed in the contributions on Mauretania and Tanzania
in this issue. Unfortunately nationalisation does not guarantee
success, or even improvement. It is a sobering thought to see mncs
in some cases queueing up to be nationalised and it is necessary to
ask why this should be so. It is surely related to the extensive
possibilities for mncs to manipulate such joint ventures so as to
derive even greater benefit than was previously the case. That this
is possible is clear when it is realised that under such agreements:
demands for protection and for concessions are more likely to be
successful; that losses however incurred now become arguments for
greater protection and for public subsidy; that labour can be
treated more brusquely; and that the public purse is committed to
providing a large share of the operating capital. Hence while such a
strategy does raise the possibility of greater Government control it
also harbours the danger of even cruder forms of exploitation.
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Indeed it is only if such nationalisation takes place in a situation
where the oppressed hold political power, that it can achieve its
purpose. It is undoubtedly true that the working class organisations
which confront the mnc's challenge to their political and economic
position can learn valuable lessons from looking at the problems
raised by the attempts of countries like Tanzania to confront the
challenge and to use it for their own purposes. It is all too easy for
bureaucracies to slip into a fatal dependence on the mncs, while
covering this state of affairs under a pseudo-radical rhetoric
equating 'socialism' with state participation. From this position
then come righteous calls for sacrifice and discipline by the
working class in the (so-called) national interest.
The increasing internationalization of capital requires in the final
analysis the increasing internationalization of labour, for the ability
to hold workers to ransom by the threat of re-locating production
can be met only by international workers' solidarity. This means
that trade union power in the industrial economies will be eroded
to the extent that the mncs do actually reduce the degree to which
they are based in a particular political economy. Just as the
emergence of a 'national' rather than a 'regional' economy in
Britain led to the break-down of the 'tramping system' as a
sensible response to local unemployment and just as technical
change and the assembly line have harboured an insistent demand
for industrial unionism, so present developments call for another,
and very difficult, step—namely, the development of international
unionism.
This will surely be difficult, impaired by the existence of large
international differentials and blocked at every step by the
nationalist and racist ideologies always so ready to hand. Indeed
this kind of mystification is all too easily derived from critical
analyses of mncs which can readily come to buttress simple-minded
forms of nationalism and xenophobia. On the other hand, to the
extent that power continues to be exercised on a national plane, it is
necessary to consider policy on this plane and to analyse the
consequences of certain actions on that national economy.
In this case as with most important questions of social development
there are no easy answers. Strategies to deal with mncs must have
both national and international dimensions, and questions regarding
the correct weighting of the two cannot be answered except in
relation to the historical realities of particular instances. In this issue
we publish four studies relating to mncs in four specific situations
and while none of these represents what might be called a comprehensive analysis, they all represent important bases for further
analysis, which we hope they will stimulate.
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Multinational Corporations,
Taste Transfer and Underdevelopment: A Case Study
from Kenya

Steven Langdon
The multinational corporation (mnc) is the agency through which
advanced technology is transferred to the underdeveloped countries.
In the case of the soap industry in Kenya, mnc investment has
resulted in increasing unemployment and regional inequality, has
made little and possibly a negative contribution to the balance of
payments, and has failed to make linkages with the local economy
and especially its resources. In particular, the mnc, through its
promotion of new 'brand-name products, transfers tastes from
advanced to backward capitalism, thus reinforcing the process of
inappropriate technology transfer. Nationalisation and a controlled industrial strategy are options not open to Kenya given the
nature of its existing class structure, reinforced by the mncs and
furthering their interest.
This article1 examines one important link between richer and poorer
nations in the world economy. The multinational corporation (mnc)
presently dominates the framework within which industrial
technology transfer to poorer countries takes place. This role has led
many economists to describe mnc investment as a central factor in
generating economic development in such countries. Kenyan
research suggests otherwise; it suggests that mnc investment distorts
industrial growth in poor areas, and confirms their dependence and
underdevelopment, rather than promoting the widespread effects of
genuine development. The argument lays particular stress on product
choice factors, in an analysis of choice of technique in less-developed
countries. At the same time it emphasizes a new perspective on the
role of mnc's in such countries—seeing transnational firms as agents
of inappropriate 'taste transfer' from the developed capitalist
economies.

The analysis begins with a brief definition of the term 'industrial
development', and with a discussion of the nature of the mnc; this
section also introduces the case study of soap and detergent manufacturing on which the article concentrates. Section two compares
in detail the industrial performance of mnc soap subsidiaries with
that of locally-owned firms. An analysis of mnc impact on local
firms follows. These issues are then related to the realities of the
Kenyan political economy. The conclusion places the case study in a
wider context, and suggests some of its theoretical and practical
implications.
Industrialization, the MNC and Kenyan Soap Manufacturing
The article considers that genuine industrial development in poorer
African countries should have relatively large employment effects,
in terms of jobs provided per unit of capital invested;2 should
generate considerable local linkage effects, particularly backward
linkages to indigenous resources; should minimize wastage of
resources through capacity underutilization, changeover costs,
advertising expenditure, etc; should have a relatively positive
balance-of-payments impact, considering import intensity, exports,
repatriations by foreigners, et al; and should contribute more to
egalitarian social and regional distribution effects than most
industrialization has so far done in Africa.3
In assessing the performance of mnc subsidiaries against such
standards, two aspects of mnc enterprise are important. First, the
mnc is characterized by increasingly centralized control exercised by
head office over subsidiaries. The effort is to reduce corporate risk
and increase profitability and predictability by planning world-wide
co-ordination of marketing, production, financing, research, etc.—all
in a context where 'the parent is seen as the profit centre'. 4 This
puts institutional pressures and constraints on subsidiaries in a lessdeveloped country that differ from the forces shaping behaviour of
a locally-controlled firm. Second, and more related, mnc direct
investment in poorer areas does not transfer capital alone (as, for
instance, with nineteenth-century British railway investment abroad),
nor a given industrial technology alone; it transfers a package, a
whole way of doing business that has given the mnc the market
power elsewhere which underlies its world expansion. This package
usually involves: the production of certain sorts of final products
only (those sold in mature capitalist societies, with brand differentiation and standardized quality specifications); a marked emphasis on
sophisticated, expensive marketing-to create tastes for those products
certain established approaches to labour relations; and reliance on
managerial/technical skills and experience accumulated in the richer
countries. Again, this framework shapes mnc subsidiary behaviour
into distinct patterns, and it also provides mncs with special
economic power compared to local firms.
The following sections show how these aspects of mnc enterprise,
within the structure of international capitalism, can distort the
industrialization of a less-developed country. The case in point is the
soap and detergent industry in Kenya. It is a useful case to study
because, unlike many industrial sectors in poorer countries, where

13

indigenous manutacturers are rare, the Kenyan soap industry includes
various resident-owned firms, as well as three international soap
producers. This ownership structure permits an examination of mnc
operations in comparison to an alternative, thereby highlighting by
contrast certain characteristics of mnc subsidiary performance.
The soap industry is a limited but expanding part of Kenyan manufacturing. In 1971, it comprised 18 firms, with 860 employees, producing 27,434 metric tons of soap, in three distinct but overlapping
segments of production: laundry soap, detergent, and toilet soap.
To a marked degree firms specialize on one or two segments (an
important point stressed throughout the article); but some firms
make all three products, plus related items like toothpaste, margarine, cleansing powder and shampoo.
Until World War Two, all Kenyan soap factories were locally-owned.
But in the fifties and sixties mnc soap firms entered the industry,
and as of 1973, the mnc sector, and one ran: in particular, clearly
dominates. The local firms that do operate are now largely Asianowned, though in the past some were owned by resident Europeans;
at least one relatively large local firm, however, is African-owned.
The analysis that follows is based on interviews with all three mnc
subsidiaries, and with ten locally-controlled firms. The original
sample of local firms included all those listed as soap manufacturers
in the 1970 Register of Manufacturing Firms, though several enterprises were later eliminated because they had ceased operation or
regarded their soap production as a very marginal part of their overall
activities. It proved impossible to interview two of the medium-sized
firms remaining, and one new local soap firm was added to the
sample. Of the ten enterprises covered, one was owned by African
citizens, four by Asian citizens and five by Asian non-citizens. Interviews were held with firm managers in each case (usually owner/
managers), and were supplemented in all but one case by factory
observation. In the case of the mnc subsidiaries (one U.S. controlled,
two British controlled), interviews were with the local managing
director of each company, plus other senior executives, and these
were also supplemented by factory observation. Valuable financial
information, particularly on the operations of the largest soap
subsidiary, came from the files of the Companies Registry in Nairobi.
There is inevitably a certain subjective quality to the replies of some
managers on some questions in a survey such as this, so the analysis
relies more on the order of magnitude of responses rather than the
precise details of enterprises' financial accounts.
Local Finns and Subsidiaries Compared
This section examines the two sets of firms in terms of the criteria of
industrial development suggested above. In each case, comparative
shortcomings in mnc performance are evident.
Employment Effects: Marked differences exist in production techniques — and consequent employment effects — among Kenyan soap
firms. Many of the smaller local factories, with 3 - 3 0 employees and
sales of K.Shs. 172,000/= to 2,500,000/= a year, rely on hand methods

ot soap making. Raw materials are manually carried to mixing vats;
mixing may even be done by hand; the result is dropped into metal
containers, which are manually pushed aside for natural drying; men
then use wire to hand-cut the large soap blocks into bars; and these
are stamped in a hand-run press, hand-wrapped and hand-packed into
boxes — which are manually transported to storage areas. Some firms
pump in their raw material for mixing and use mechanical mixers in
their vats, but their basic process remains highly labour intensive. Six
of the ten local firms surveyed fall into this non-mechanized
category.
At the other extreme is the mnc sector. With production split into five
stages — material receiving, material processing, material handling
between processes, packaging, and product storage — each stage shows
considerably greater mechanization than in the local manuaUprocessing
firms. For toilet soap production, for instance, raw materials are
automatically pumped to tanks, and mixed; then piped to mechanized
production lines where, under the direction of as few as two men, an
integrated operation takes the wet mixture, machine-dries it, chips
it, dyes and perfumes it, compresses it into bar shape, cuts it into
tablets, stamps these by brand, wraps them and conveys them to
cartons; fork lift trucks may then carry the cartons for storage. The
mnc subsidiaries are not, on average, as automated as their associates
in Western Europe — they use more labour in handling, for instance —
but they are certainly much more mechanized than local hand-process
factories. And they are becoming increasingly automated year by year.
One firm, for example, which now uses a relatively labour intensive
bagging process to finish drying its detergent, is introducing a mechanized conveyor-belt system instead.
Between these two extremes are those local soap firms that have
moved from primarily manual to primarily mechanical production.
These local firms are, on average, larger than the non-mechanized
firms, and smaller than the mnc subsidiaries. (Employees per enterprise average: mnc subsidiaries: 328; mechanized local firms—57;
non-mechanized local firms-12.) However, the size contrast is,
in fact, not as clear-cut as these statistics suggest. The largest local
firm surveyed is bigger, in terms of employees and output, than two
of the subsidiaries; while the smallest mechanized local firm has
fewer sales and employees than the largest non-mechanized local
firm.
These firms have mechanized the mixing process, the soap-drying
process, and the bar-shaping and cutting process; they may also have
mechanized the packaging-wrapping and bar-stamping process to some
extent. They remain, however, distinctly more labour-intensive than
the mnc sector. This is true particularly at the packaging-wrapping
stage, where hand-wrapping is commonly done, even for many toilet
soaps; it is also true at the storage and material receiving stages.
These differences in labour usage show up statistically in comparing
the three sets of firms. Taking capital employed per employee as a
measure, table one shows that capital invested in local soap factories
eenerates more employment. Because much of the capital in local

firms (particularly those that have mechanized)has been invested
more recently, it is probable, too, that the table understates the
contrast between local and foreign factories.
Table 1: Kenyan Soap Industry
Capital/Labour Ratios 1972
Category

Capital Employed
per Employee

MNC Sector
Average for Local Firms
—for local mechanized firms
-for local hand-process firms

46,821
36,275
38,782
28,408

Source: Kenya Companies Registry, Nairobi; firm interviews
This table covers the largest mnc subsidiary, four local mechanized
firms, and six local non-mechanized firms. The statistical results are for
enterprises as a whole (this is true throughout the article), as it was not
possible to isolate soap-manufacturing sections alone of these operations.
'Capital employed' is understood as fixed assets plus current assets less
current liabilities; this introduces ambiguities, since fixed assets may
represent either a depreciated original cost figure or a valuation figure,
but the measure does seem to involve fewer difficulties of this sort than
others that could be used (such as equity capital).

MNC characteristics underlie this differing employment impact. One
key factor is the particular sorts of products the mnc package transfers. The source of mnc market power in world soap manufacturing
are sophisticated, brand-differentiated, secret-formula toilet soaps
and detergents; so these are the products the mnc sector mainly
makes in Kenya. And such product choice shapes employment
effects. One cannot produce nonrsoapy detergents with hand-mixing
vats and cutting wire; highly capital-intensive machinery is necessary
(Detergent-making areas are, in fact, the most automated parts of
mnc factories in Kenya). Similarly, the standardization and qualitycontrol required for international brand-name toilet soap dictate
automated techniques. On the other hand, simple laundry soap can
be made effectively by labour-intensive methods. Thus mnc soap
firms are more capital-intensive because of the sorts of products
they choose to manufacture.
Product choice is not the only factor involved, though - not least
because the ability to choose what to produce depends on aggressive
marketing techniques and abilities. This mnc emphasis on marketing
is important in shaping production techniques. Sophisticated, smartlooking packaging is a major part of this aggressive approach, and
such packaging usually requires mechanization. Thus the small
cachet-style packages used for mass sale of tiny quantities of detergent in rural Kenya could not be filled and closed effectively by hand.
Subsidiaries also say that hand-wrapping of toilet soap results in an
inferior appearance for the tablets. It is true that scale of production
is another consideration in the choice of packaging technique low

levels of toilet soap output, for instance, may make fully automated
wrapping unjustifiable, but concern with brand-names and product
differentiation seem a more important factor. Two firms surveyed,
for instance, produce about the" same amount of toilet soap - but
the local firm uses very labour-intensive packaging techniques, while
the mnc firm's system is highly automated.
The mnc decision-making structure further shapes such choices. One
subsidiary reported that it had strict production guidelines from
head office: based on home country experience, the parent makes
growing labour productivity, based on maximum labour force reduction, a main criterion by which it judges the performance of subsidiary personnel world-wide. A local executive in Kenya thus explained
why his factory was so highly automated in the following terms:
Mainly because we have a long history throughout the international firm of
being very, very aggressive about the numbers of people we employ... It's a
corporate objective, which we have to follow... Labour costs are insignificant
here - labour costs including benefits are less than one per cent of variable.'
costs. And-on that basis we spend an inordinate amount of time searching
around for labour reductions. But this is a thing we are expected to do. And
if I don't do it in my job, then I'm not doing my job right so fas as (head
office) is concerned. So basically it's an objective which we have which is in
conflict with what this country needs.

There has been a 19 per cent decline in this firm's labour force in the
last five years despite marked increases in sales and capital employed.
The mnc's worldwide structure is also important in another respect.
The small (by world standards) capital requirements for any given
piece of mechanization by an mnc subsidiary in Kenya can be readily
met, either through the mnc structure directly, or from local capital
sources on the basis if secure parent guarantees. In contrast, access to
capital is a much more important constraint for local firms contemplating mechanization. One local soap industrialist, for example,
explained that he would have automated his packaging process as the
mnc subsidiaries have done, but his firm simply could not finance
the capital expenditure involved.
The mnc soap firms, then, are significantly less labour-intensive than
their local counterparts. The reasons for this are related to the
characteristics of mnc direct investment — to the product-choice and
marketing behavior implicit in the mnc package, and to the easy access
to capital, facilitated by the mnc's global structure and its high degree
of centralized "head office" control.
Linkage Effects: Notable differences also exist in the linkages generated . One measure of this is the percentage of raw materials imported
by each sector. Some 75-90 per cent of all such inputs are imported
by the local non-mechanized factories.
Product choice is again a factor here. The phosphates, sodium sulphate
and caustic soda used in detergent manufacture must come from a
large-scale chemical industry, which doesn't exist in Kenya; whereas
most inputs for basic laundry soap — coconut oil, tallow, diatomite —
are simpler to produce and can be obtained locally. Similarly, the

internationally-branded nature oi mnc products makes local supply
more difficult - local tallow, for instance, is considered unsuitable
by the mnc firms for manufacturing quality-appearance toilet soap.
Choice of manufacturing technique, itself, is another determining
factor. Machine-made soap uses far more tallow relative to vegetable
oil than hand-made soap does, and since local supplies of tallow are
more restricted than local supplies of coconut oil, mechanization
inevitably increases the import content of inputs. Thus local mechanized firms import a percentage of raw materials of the same order
(75—90 per cent) as the mnc firms.
In considering backward linkage effects in developing countries,
though, it is important whether or not firms are themselves active in
directly investing in source-of-supply sectors. In this regard mnc soap
firms in Kenya seem considerably more reluctant than their mechanized local counterparts. No mnc subsidiary has made a direct investment to develop local raw material sources for soap production; but
three of the four mechanized local firms surveyed have made or are
making investments in oil-milling, to organize the supply and processing of local coconut oil. At least one large local mechanized firm not
surveyed is doing likewise. MNC firms tend to extend their production horizontally to other final consumer goods — fruit drinks is one
such recent example - rather than undertake vertical integration.
Again this reflects the differing patterns of integration into the
international economy. MNC subsidiaries have expert and comprehensive entry to the world market through their parent organization;
so imports are easily organized, often at low bulk-rate prices for the
whole mnc group. Moreover, the greatest source of potential profit
for a new subsidiary investment lies in the production of internationally-branded goods, already proved elsewhere in the world organization. On the other hand, local firms have better access to the local
market than they do to the world market, and more market power
vis-a-vis local suppliers (like peasant coconut producers) than vis-a-vis
international suppliers. Nor have local firms easy access to a wide
range of established final products in which to invest, so that their
best profit opportunities rest in vertical integration to cut costs in
the particular branch of industry they know well.
Other parent policies also influence subsidiary behavior. One soap
subsidiary in Kenya must buy inputs from an approved list of international suppliers - unless it goes through a long approval process
with the parent to authorize a local supplier, and in a busy management environment, convenience seriously discourages such extra
efforts. In some cases, head office policy may directly discourage
local linkages. Company strategy in one mnc surveyed, rejects
vertical integration; Kenyan management stress this parent policy
to explain their failure to invest directly in the local coconut industry.
Moreover, even of parent policy does favour such integration, that
strategy will operate on a world level, and may therefore inhibit
local backward linkages; the parent company may be profiting from
its Kenyan subsidiary through the sale of inputs to it from elsewhere
in the world organization. In this case, the subsidiary would purchase

a given raw material from associate companies abroad rather than
develop local sources. Thus a senior official in the Kenyan Ministry of
Finance and Planning has suggested that this explained the underdevelopment of Kenya's oil seed industry. He felt that one large soap
subsidiary had an interest in buying from parent-owned oil-seed
plantations abroad.
Overall, then, mnc subsidiaries seem significantly less active than
local mechanized firms in direct linkage investments, and the nature
of mnc soap production offers fewer linkage possibilities than local,
particularly non-mechanized, soap production. This is true of linkage
possibilities for capital goods as well as for inputs. Most of the
sophisticated equipment used in brand-name toilet soap and detergent manufacture is well beyond the present capabilities of Kenyan
industry; but the simple equipment used in less-mechanized operations
either has been or could be made in Kenya. Furthermore, those
linkage possibilities that mnc subsidiaries do offer — for fancy packaging and printing, for instance - are exploitable primarily by other
mnc — packaging and printing ink — subsidiaries, and such subsidiaries in turn rely on capital intensive production techniques with
few potential backward linkages in a poor country. By contrast the
linkage possibilities of local firms — for coconut oil, wood fuel and
simple capital goods - are exploitable primarily by smaller-scale,
labour-intensive local enterprises, with more potential backward
linkages.
Wastage of Resources:
In contrasting the efficiency with which firms use scarce resources in
Kenya, two issues deserve attentions Capacity utilization, and
advertising expenditure. The mnc sector displays shortcomings on
both counts.
The first issue is not as critical in soap manufacturing as in some
other mnc-dominated parts of Kenyan industry. The largest mnc
subsidiary and the two largest local factories surveyed use a threeshift system for soap production. Though local non-mechanized
firms use only one shift, the largest item in their capital equipment
cost (drying containers) is in use continuously. Even so, some problems
of capacity underutilisation in subsidiaries arise as a result of high
time-costs involved in regularly switching from one product type and
package size to another, as a result of extensive market differentiation.
Changeovers add ten per cent to detergent costs in one firm, and
create delays of up to 24 hours on toilet soap lines in another. In the
case of detergents, for instance, the desire is to colour-differentiate
basically indentical products for marketing reasons.
This is a familiar part of the pattern of monopolistic competition
which mnc's practise in richer countries. In Kenya as elsewhere the
pattern stresses heavy advertising to promote the differentiated brands
MNC soap subsidiaries in Kenya spend, on average, about six per cent
of their annual turnover on advertising — compared with under one
per cent spent by local firms. Thus mnc soap advertising expenditures
are around twelve million shillings a year, much more money, for
instance, than the 7.5 million shillings allotted in the last Kenyan
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Development Plan ioifive years of government construction of those
rural health centres described in the Plan as "the key elements in
health services for non-urban areas, which contain over 90 per cent
of the population." Such priorities must involve a socially wasteful
allocation of resources.
This advertising expenditure is, moreover, a critical element in the
mnc soap sector's overall impact in Kenya. It must be seen as a central
factor in the transfer of tastes to the country from developed capitalistic societies. Thus one subsidiary chief executive explained that his
firm put "considerable" emphasis on advertising "because we're
building new markets, building new habits." And the managing director of another subsidiary stressed the same theme:
The thing that has happened over the last three years is that by advertising
and marketing oui products, and building up distribution, we have in fact
increased the market in the product categories in which we compete. We've
seen a phenomenal growth... in the toilet soap and detergents markets.

Advertising, then, has been crucial in generating local demand for
sophisticated, well-packaged, mnc-type products — with their
associated employment and linkage weaknesses.
This subsidiary emphasis on advertising lies at the heart of the wasteful product differentiation noted above, and it directly undercuts the
growth and profitability of the local soap firms, although it has been
suggested that their expansion would be more beneficial for Kenya's
industrialization. But this misallocation of resources through advertising and excessive differentiation appears implicit in the mnc's way
of doing business.
Balance of Payments Effects:
Since Kenya has experienced serious foreign exchange constraints
recently (especially in 1971), it is useful to compare balance of
payments effects. One aspect of this has been partially considered
when it was shown that the import intensity of mnc raw material
inputs is significantly higher than that of local non-mechanized
firms,7 as well as of fuel inputs. Hence five local firms in the sample
used local wood ("kuni") for fuel, providing in the process a backward linkage for Kenyan saw mills and small-scale woodcutters.
The export performance of mnc firms does nothing to outweigh this
comparative import intensity. Soap subsidiaries export no more than
0.5 per cent of their turnover outside East Africa. Again, the mnc's
global structure is the key factor here, with all mnc soap firms working within parent-controlled export restrictions. The logic for mnc
organization urges this: 'If you are producing a product like...
[brand name toilet soap] in perhaps 80 countries of the world,'
explained one executive, 'you have to have this, in effect, tribal
stamping ground. Otherwise you'd have economic anarchy.' The
result of such world co-ordination for Kenya is evident in poor
mnc soap export earnings to counterbalance the high import
content of such production.

Finally, there are the permanent foreign exchange drains inevitably
associated with direct foreign investment. Such surplus repatriation
is an obvious cost of mnc industrialization and should ordinarily cause
little comment, since it is implicit in mnc operations. But when such
payments reach the proportions prevalent in Kenyan soap manufacturing, they take on new and compelling importance.
There are many channels by which multinationals may profit from
their subsidiaries - dividends, royalties, management and technical
fees, contributions to parent research and overhead costs, interest on
parent loans, as well as better-disguised transfer pricing profits on
parent-to-subsidiary sales of inputs and machinery. Straightforward
remissions alone, however, form a dramatic picture in this case. The
1972 profits after tax for the largest soap subsidiary in Kenya
totalled 53.5 per cent of its capital employed; and translating such
surplus appropriation into an annual yearly foreign exchange drain
for 1972 to 1973, after all Kenyan taxes, the two larger soap subsidiaries transferred some K.Shs. 10,900,000/= (over UK £620,000) to
their parents in the shape of dividends, royalties and fees.8 Such a
figure represents 57.7 per cent of the parent equity and loan capital
invested in the subsidiaries. It means 5.6 per cent of gross sales by
these firms is a direct foreign exchange cost. As against that drain, the
parents retained earnings in Kenya in the same period representing
only 13 per cent of their investment (or 1.3 per cent of gross sales).
An historical analysis of the capital inflows and outflows to and from
the parent shareholder in the largest soap subsidiary makes the same
point more starkly, as table 2 shows.
Table 2: Parent Co. Capital Inflows and Outflows in
the Largest Kenyan Soap Subsidiary 1957 to 1972
Inflows: Equity invested as of 1956
Loans made
Retained Earnings: reserves as of 1956
net profits retained
Outflows: Loans repaid
Dividends remitted

Kshs
4,920
3,600
8,520
1,680
7,600
9,280
3,600
51,500
55,100

Source: Kenya Companies Registry, Nairobi
This table ignores fees, royalties and interest on loans. It also covers
only the parent share in equity, dividends, reserves and retained profits
(i.e. 55 per cent of the total in each case); and it ignores the withholding tax of 12V4 per cent on dividends, introduced in 1971.

There are, then, significant negative balance of payments effects
associated with mnc soap subsidiaries in Kenya.
Distribution Effects: There is evidence that mnc soap firms contribute much more than local firms to the evolving income inequalities

21

in Kenya. Local firms, for one thing, seem to have emerged in
response to local opportunities perceived by entrepreneurs throughout the country. So, although local soap production is important in
Nairobi, relatively large soap factories have also developed in
Mombassa, Kisumu and Bungoma, along with smaller operations in
Nakuru, Karatina, Kisumu and Mombasa. In contrast to such
regional decentralization, all mnc soap production is located in
Nairobi—though those facilities produce for the national market.
The benefits of soap industry wages, incomes and input purchases
are therefore heavily concentrated in Nairobi; high subsidiary profits
represent a transfer from the poorer periphery to the more
prosperous Kenyan metropolis; and in so far as the subsidiaries are
blocking the growth of the more decentralized local firms (see
Section III below), the mnc presence is helping to increase regional
inequality in Kenya.
This mnc location policy reflects the international firm's institutional
framework. The subsidiary is designed to produce more sophisticated
products—which inevitably find more concentrated markets in
sophisticated Nairobi—not least because the media for 'taste transfer'
advertising are concentrated there. Subsidiaries use capital intensive
production techniques—and therefore need the well-developed repair
and replacement infrastructure of Nairobi. The mnc's need for
constant parent-subsidiary communication and co-ordination requires
Nairobi's infrastructure for communication and international travel.
Finally the mnc emphasis on close political contact with government
(discussed in Section IV below) also works best from a location in
the capital. All these factors underlie the concentration of soap subsidiaries in Nairobi — and the growing regional inequality asscoaited
with it.
Growing social inequality may also be traced to mnc entry. One
fundamental feature of Kenyan life is the emergence of a very highly
paid African managerial/professional class, and mnc subsidiaries share
considerable responsibility for this. Two of the mnc soap firms, for
instance, have established international salary scales for their managers,
so that a local Kenyan manager gets exactly the same as his counterpart in Western Europe or North America, even though according to
the ILO Report most Kenyan households earn below £60 a year. The
impetus such a system gives to social inequalities is important,
particularly as these transferred mnc salary levels are central in determining remuneration for other senior Kenyan personnel in the public
and private sectors. 'Poaching' back and forth is common among
private and public employers. So managerial/professional salaries tend
to rise to the highest common factor — which is the salary scale transferred directly from developed countries by many multinationals. This
market effect is helped by the government's use of the African executives of such subsidiaries to help in determining public sector salaries
as indicated by the Ndegwa Commission on public service structure and
remuneration.
The soap subsidiaries have also contributed to the growth of a small,
well-off labour aristocracy, whose high wages, relative to rural income
possibilities, are one factor in the growing economic imbalances the
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ILO identified in Kenya. As a deliberate labour relations strategy,
mnc soap firms pay very generously (see table 3 below), and can
afford to do so because of their market power. These generous wages
then become a further factor encouraging more mechanization, which
results in fewer workers benefiting from the wages. This high payment
is not, as sub-section A of the table shows, merely a function of the
regional inequalities already noted; even within Nairobi, subsidiaries
pay significantly more than local soap firms. Nor, as sub-section B
suggests, is the differential based simply on skills associated with
mechanized as opposed to non-mechanized production.
Table 3: Soap Industry Average Wages per Month,
for Production Workers 1972
MNC Sector
Average for local firms
A -Local Nairobi films only
-Local Mombasa firms only
—Local firms outside Nairobi &
Mombasa
-Legal minimum wage in Nairobi
B —Local mechanized firms only
—Local non-mechanized firms only

Kshs
582
286
322
274

212
175
299
245

Source: Interviews with firms, 1972 to 1973

Overall, then, mnc soap companies generate much less equitable distribution effects than local firms. The latter are more regionally
decentralized and pay employees rather closer to normal income
levels in the country, while the former are in Nairobi, transfer very
high salary levels for their local executives, and pay relatively substantial wages to a restricted work force increasingly better off than
the majority of Kenyans.
These shortcomings of subsidiaries should be viewed as part of a single
package, the aspects of which have been separated for ease of analysis
only. Thus subsidiary product choice and choice of technique, for
instance, are intimately tied to the distribution effects, both in the
sense that sophisticated product choice and mechanization permit
and encourage a small but highly paid work force concentrated in
Nairobi, and inequalities in Kenya are important in providing a market
for those sophisticated, semi-luxury mnc goods. Similarly, the subsidiary linkage effects and balance of payments problems are mutually
interacting, in that the latter are partly caused by weaknesses in the
former, and that the high profitability expectations that underlie
large mnc surplus remission also discourage subsidiary investments in
potential backward linkages, which might not generate such high ,
rates of return. The considerable expenditures on advertising also cut
across all of these separate categories. The "taste transfer" they aim
at permits subsidiaries to market their internationally standardized
products; they also help to provide the market-power which provides
the large mnc profits. Yet advertising depends for its success on the
nine's ability to brand-differentiate in production, to package attractively, and so on.
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The weaknesses in subsidiary soap manufacturing, compared to local
production, are thus interdependent, mutually-associated consequences of the operation of the multinational corporation. They are
consequences that ought to excite scepticism about the net contribution of much mnc direct investment in less-developed countries.
The MNC Impact on Local Firms
As important as these comparative disadvantages of subsidiary operations are the longer-run effects of the mncs on the local soap firms.
There is evidence that the subsidiaries are undercutting the growth
and profitability of the local soap industry, and that local firms are
themselves being forced to conform more and more to mnc patterns
of industry if they are to prosper. Both trends, in so far as they
further mnc-type industrialization, are generating an increasingly
distorted industrial growth in Kenya.
Table 4 below summarizes the somewhat limited results of the
survey on this issue and indicates that most local firms have grown
relatively less than the mnc sector; more important, profitability has
declined markedly for most local firms as well. These trends were
confirmed by most other local firms surveyed, even if they were
unable to quantify their changing positions for statistical analysis;
many local firms also stressed the reduction in the number of local
soap factories, especially in Mombasa, over the recent period of subsidiary expansion. Significantly, in the table, the only local firms to
match mnc growth have had to sustain operating losses in the process,
while the mnc sector has shown rapid growth and increased
profitability.

Table 4: Growth and Profitability among Kenyan Soap
Manufacturers 1968 to 1972
Firm

Percentage
change in
value of
turnover
1968-72
Multinational Sector
Largest firm +135
Mechanized Local Firms
Average for
three
+128
+125
Firm A
+372
FirmB
+ 51
FirmC
Non-Mechanized Local Firms
FirmD
+ 67
Firm E
— 41

After-tax prof, (loss)
as percentage of capital employed

Pre-tax profit as
percentage of
turnover

1968

1972

1968

1972

29.3

53.5

15.1

21.8

9-12
5-10
6.9
15.9

(13)
(20)
(4.3)
3.9

n.a.
n.a.
n.a.
n.a.

n.a.
n.a.
n.a.
n.a.

n.a.
n.a.

n.a.

8-10
8-9

8-10
6-7

Source: Companies Registry, Kenya; and survey of local firms
Note that local firm B in the table spent a considerable sum on machinery
in 1971, and moved from the non-mechanized to mechanized category.
This helps to explain its rapid growth in turnover from 1968 to 1972.

The survey suggests that while it is non-mechanized firms which have
had their growth blocked most by mnc expansion, it -is the mechanized local firms that have seen their profitability cut most severely.
This conclusion is supported by comparing performances in the most
recent financial year. Two mnc subsidiaries had average profits before
tax of over 20 per ceni ot turnover, six local non-mechanized firms
suffered average losses of about 4 per cent of turnover. Most local
firms recognize the dynamic cf the situation; they say their growth
and/or profitability has been undermined by the mnc expansion.
Eight of the ten local firms surveyed stressed the large-scale advertising of the mnc sector, particularly the detergent advertising of the
largest subsidiary, as an important problem they faced. Only one local
firm suggested that mnc advertisements had widened the general
market for soap and benefited it in the process. Other mnc advantages
were also mentioned. Local industrialists spoke of the mncs' easy
access to capital, their long experience and the expertise they could
call on elsewhere, their ability to purchase low-cost raw materials,
and, of course, their possession of the brand-names and the secret
formulae their advertising supports.
This dynamic leads to increasingly inappropriate industrialization,
through the growing dominance of the mnc subsidiaries and through
the fact that it pushes local firms in the same direction in their operations. Thus the first machine-made laundry soap in Kenya was mnc
produced and that initiative was central in forcing many local firms
to mechanize. This impetus was furthered by the mnc advertising
campaigns, stressing the general importance of appearance in buying
soap — so that by now most hand-production factories cannot
sell their output, even at reduced prices, in urban markets in Kenya.
This is despite the fact, conceded by some local manufacturers who
have mechanized their factories, that hand-processed laundry soap is
functionally superior to its machine-made equivalent; it has better
quality ingredients (with more coconut oil and less tallow than is
used in mechanized production); and it lasts longer in cleaning
(since hand-mixing of raw materials results in a rougher surface,
which wears better than smooth machined soap). Nevertheless, one
measure of the extent of the pressure to mechanize is that all six of
the non-mechanized local firms surveyed had either ordered automatic machinery, wanted to do so, and saw no future for themselves if
they could not do so.
Mechanization of the production of laundry soap is not enough to
survive, however — as witness the losses suffered by local machineprocess firms. The pressures of the mnc advertising, and their cutthroat pricing of laundry soap, push local mechanized firms into
toilet soap or detergent production in defence. Only there do the
substantial profit margins of monopolistic competition seem to offer
prospects of a good future. Thus four of the local enterprises surveyed
had either moved in that direction or were doing so.
Such a move, however, places them increasingly in the mnc mould, as
indicated by their interview responses. To compete with sophisticated
brand-name mnc products, local firms require similar mechanized
production and packaging techniques, and they become much more

import-intensive as a result. They probably have to move to large-scale
advertising to succeed. They may have to hire some expatriate technicians. They have to spend more money on fancy packaging. Because
of the difficulty of competing with the mncs, they have to make an
even wider range of products, colours and sizes than the subsidiaries
— with wasteful changeover costs. And to build up their turnover, they
probably either have to do sub-contract work for other international
soap firms, who want to sell but not manufacture in Kenya's
protected market, or to produce international brands under licence.
In either case, they become subject to many of the same production,
purchase and marketing constraints as mnc subsidiaries, and start to
generate foreign exchange flows abroad.
Compared to mnc producers, such local firms will still be subject to
fewer of the constraints identified in this article; they will generate
fewer flows abroad; they probably will contribute less to growing
inequality; and so on. But, as a result of mnc dominance, their potential impact on development in Kenya will have been weakened and
distorted. In that sense, the mnc expansion in the country contributes
to the development of underdevelopment.
The Political Economy of MNC Direct Investment
This dynamic of underdevelopment reflects a great deal besides the
nature of the mnc. The mnc is, after all, only one means by which
Kenya is incorporated into the international capitalist economy. The
mnc has somewhat amended the structure of Kenya's integration
into that larger system, but such amendments have been within the
broader context of earlier and enduring dependency relations between
Kenya and the centres of the international economy. Those wider
relations have also shaped the character of mnc amendments to the
Kenyan political economy. Thus the present mnc impact reflects a
colonial past when "taste transfer" operated powerfully through the
medium of large international trading firms, working in close cooperation with the colonial regime; it reflects a cultural dependence based
on that history, which underlies certain product and brand preferences, it reflects a skewed income distribution and an associated class
structure, partly inherited but increasingly Africanized, which generates effective demand for various luxury goods — like toilet soap
and detergents, and it reflects many consequent realities of contemporary political economy in Kenya, for example, the continued
metropolitan dominance of Nairobi, and the rejection of more egalitarian options in development planning.
More narrowly, the distorted pattern of industrialization described
above has depended on certain government policies. Capital cheapening policies that have encourage mechanization, for instance, investment allowances, over-valued exchange rates and parastatal loans;
import-substitution policies weighted to encourage final-stage manufacturing and discourage local production of inputs; patent policies
which, in restricting local access to foreign technologies and brandnames, protect mnc market power and competitive advantage; and
laissez-faire approaches to the regulation of mnc operations in Kenya.
Similarly, the performance of firms could have been changed somewhat by other government policies, had these existed; for instance,
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industrial location controls, export promotion incentives, or an
incomes policy.
Full consideration of this political economic context is beyond the
scope of this article. But it should be recognized that the mnc sector
does not simply respond to the environment. The sector also plays
a critical role in shaping the political economy in its own interests.
This is true in an important broad sense: subsidiary distribution
effects reinforce a class structure which both establishes demand for
mnc-type products, and leaves much political power in the hands of
an African managerial class and a labour aristocracy which are associated with mnc expansion in Kenya. It is also true in a narrower
sense: the mnc institutional structure gives subsidiaries special advantages in influencing particular lines of government policy.
First, in negotiations and bargaining, the mnc subsidiary can call on
world-wide resources of expertise, experience and manpower. The
government of a small developing country (or local firms in such a
country) cannot do likewise. The Kenyan government has found
this an important constraint, according to Treasury officials, after
taking a majority shareholding in certain firms. This large manpower
advantage is reinforced by the power implicit in the mnc's enormous
financial resources, and by the relatively great importance its local
operations can have in a small, poor country. Secondly, because of
the very high salaries they transfer, subsidiaries have been able to
attract influential and experience Africans to their senior managements; such men usually have close, personal contacts in higher-level
government circles, guaranteeing subsidiaries informal access and a
fair hearing on any issue.
This is true of two of the soap subsidiaries, for instance; each has
senior African executives with personal, informal contact with senior
government officials. The African managing director of one of the
firms is, in fact, the former executive director of the Industrial and
Commercial Development Corporation, the government's parastatal
body for industrialization and Africanization.
Third, the large profits available to subsidiaries through their market
power, offer ways to give local governments and wealthier groups a
direct stake in mnc success. The Kenya government's Industrial and
Commercial Development Corporation, for instance, holds 14 per cent
of the largest soap subsidiary's shares; and though these shares represent only 5.4 per cent of total ICDC shareholdings, they generated
no less than 40.4 per cent of dividends received from investments.
Another shareholder in the same soap subsidiary is a governmentsponsored public company, the ICDC Investment Company Ltd,
through which the rising African bourgeoisie can invest in publiclyinaccessible, highly-profitable foreign enterprises. This company was
explicitly established 'to enable Africans to acquire an interest in
investments in existing industrial and commercial projects' (see the
firm's prospectus),and had, by 1972, invested the majority of its
money in five unquoted mnc subsidiaries, from which it received
three-quarters of its dividends. As of 1970, shareholders included
government ministers, M.P.s, a provincial commissioner and the
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President's brother. The company has invested 32.9 per cent of its
funds in the soap industry — from which it received 42.9 per cent
of its dividends in 1971 to 1972. These financial alliances give the
mnc soap sector important friends in any dispute with government.
In practice such mnc advantages seem to have been critical. Certainly
most local soap firms in Kenya complain that they find access to
government much harder to arrange than their mnc counterparts; and
they see this as one of the mnc sector's biggest advantages. Thus the
mnc sector has been able to obtain ICDC loans and it is permitted to
exceed local borrowing limitations on foreign firms.
Even more important is the way Kenya's excise tax on soap, as implemented, favours the mnc sector over local firms. As introduced in
1966, the tax was levied solely on a quantitative basis—K Shs 25
per 100 pounds produced of 'soap, soap powder, soap extracts and
substitutes therefor'. The M.P. for Mombasa Island (where there
were many local soap factories) stressed at the time how this would
hurt small-scale producers and benefit the multinationals. Low-grade
laundry soap, he noted, sold at Shs 50 per 100 pounds, so the tax
would increase its price by 50 per cent; while for 'twelve dozen
tablets of Lux (toilet) soap, which is equivalent to 30 pounds, the
selling price is Shs 87, but the excise duty is only Shs 7/50, and
the increase is less than 9 per cent'. 9 (Kenya, 1966, 1010.) The
Minister of Finance conceded the point later in the debate, but the
differential impact remained in force and was stressed as a serious
disadvantage by the local firms in the survey.10
This analysis does not intend to suggest that soap subsidiaries have
a free hand in Kenya. They must negotiate with Treasury and
Exchange Control regulatory bodies; Kenyanization of personnel
policy affects them; difficulties in import licensing hurt them. But
they do have certain advantages of access and expertise in the political
economy. And these seem important to the mnc sector's ability to
defend the favourable policy environment it inhabits, and to ensure
its growing dominance over local firms.
Some Conclusions and Implications
This analysis suggests how mnc investment can work against genuine
industrial development in a poor African country. In the case of soap
in Kenya, the mnc sector has transferred a package on which its
market power elsewhere is based; it has done so in a context of
centralized head-office co-ordination. These factors have led subsidiaries to produce differentiated, brand-quality, well-packaged goods;
to advertise such products heavily; to transfer high-executive salaries;
to operate within certain limitations in export, input-purchasing and
wages policy; and so on. These choices have in turn led to high
capital intensity in the mnc sector, low backward linkage effects and
wasteful changeover costs. The market power derived from this
pattern has resulted in a large surplus drain abroad; it has undercut
local soap industries and forced them to follow the mnc lead; and it
has permitted the deliberate high wage policy that has encouraged
further mechanization. At the same time, the mnc sector has been
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able to defend its position well, thanks to the political advantages
its institutional context inspired.
The pattern has hurt most consumers in Kenya. The machine-made
laundry soap they now get is inferior in everything but appearance
to its hand-process equivalent. It costs more, too (some Shs 54-59
per case of 25 machine-made bars compared to Shs 49—53 for the
same hand-made quantity). And this difference becomes even greater
when detergents and toilet soaps are considered; profit margins on
machine-made laundry soap, the survey suggested, were some IVi per
cent, compared with margins as high as 40 per cent sought by subsidiaries on their brand-name products. That the latter do obtain such
margins is clear form the high mnc profits noted above.
The general impact of this pattern on Kenyan development is also
clear. Kenya could have a locally-controlled soap industry meeting
almost all of its needs for common cleaning aids — producing mostly
hand-made laundry soap and, perhaps, some simpler, non-branded
toilet soaps. Such an industry would have higher employment effects,
provide better backward linkages, waste fewer scarce resources on
advertising and product differentiation, save more foreign exchange,
spread regional distribution better, and generate less social inequality.
Instead, as a consequence ol nine dominance, Kenya has a soap industry heading in the opposite direction.
In this case, then, the mnc role in Kenya has been negative. But to
what degree can this analysis of soap manufacturing be generalized
across other industrial sectors in Kenya? This involves two questions.
To what degree do other subsidiaries in Kenya exhibit the institutional shortcomings identified in the mnc soap sector? And to what degree
does the mnc have local alternatives, likely to be affected by the
growth of subsidiaries?
In terms of the first question, interviews with eight subsidiaries in
Kenya ' ' show that considerable variation exists in the institutional
context of mnc firms. There are some subsidiaries in which very few
of the weaknesses of the mnc soap sector are evident, but most subsidiaries seem rather close to the soap pattern. This is particularly
true of those firms controlled by such large, familiar international
manufacturers of brand-name consumer goods as: B.A.T., CadburySchweppes, Coca-Cola, Bata, Firestone, Kiwi, Boots, Aspro-Nicholas,
Glaxo, Sanyo, Reckitt & Colman, J.C.Lyon, Brooke Bond-Liebig,
Nestle, C.P.C., and Johnson's Wax. Such subsidiaries are largely directed and co-ordinated from head office, and are transferring a
consumer "package" to Kenya. Their heavy advertising is promoting
taste transfer. 12 This usually involves increasingly capital-intensive
production techniques, inhibitions on linkages, and costly product
differentiation. Export restrictions are frequent. Surplus repatriation
by subsidiaries is considerable. And their distribution effects increase
social and regional inequality in Kenya. Most of the firms also have
close relations with government and seem well able to influence the
political economic environment they inhabit.

What about alternatives to the mnc? At first, there appear few industrial sectors with competition between mnc and local firms so seemingly clear-cut as in soap manufacturing. Shoes are a possible example,
safari equipment another, plus paint, printing inks, textiles and some
food products.
This soap study, however, does not, in fact, show a precise case of
direct competition. It shows the interplay generated by somewhat
different ways of meeting the same basic need — that for common
cleaning aids. Until recently this need was satisfied by hand-made
laundry soap, but now in Kenya, through the active efforts of the mnc
sector, this basic need is being increasingly translated into demand for
more sophisticated, western-type cleaning aids. A "taste transfer"
process is redefining a simple basic need into demand for Omo, Cold
Power, Lifebuoy and Palmolive.
At a more general level, it would seem there is a similar and pervasive
mnc impact on local firms, across a wide range of consumer goods
sectors. MNC taste transfer is redefining the basic need for drink into
demand for Coke or Pepsi; the basic need for food into demand for
Lyon's Maid ice cream or Cadbury's chocolate bars; the basic need for
medical aids into demand for Aspro, Cafenol or Cofta; the basic need
for baby nourishment into the particularly dangerous demand for
Lactogen or Glucorin; 13 the basic need for transport into demand for
Peugeots and Mercedes; and so on. Not only do these translations often
leave the consumer worse off, paying higher prices to satisfy redefined
basic needs. They also, as in the case of soap, generate industrialization
inappropriate to Kenya's resource base and employment needs. And
they establish patterns of demand that are very hard for small-scale,
indigenous Kenyan industrialists to meet directly. In that sense, the
mnc role in Kenya seems responsible for blocking, in a general way,
the development of decentralized local industry in a wide range of
sectors.
Indirect alternatives to mnc projects, then, may often exist — alternatives which mnc expansion can undercut. There may be no direct local
alternative to a particular project under mnc control — perhaps a
chocolate-bar factory, or a dried and packaged soup enterprise. But at
the more fundamental level of food needs, there are local alternatives,
producing less-sophisticated products, more appropriate to Kenyan
resources and social priorities — like small-scale posho mills, bakeries
or cheese factories. This is particularly likely for consumer goods. But
it is also possible intermediate and capital goods production. There
may, for example, be no direct alternative to the mnc for producing
cold-rolled structural steel for buildings. But there are alternate
building approaches available, for which locally-controlled concreteblock factories and saw mills could provide the materials, with less
capital and import intensity, more regional decentralization and fewer
foreign exchange losses.
In broader perspective, then, this analysis of soap industrialization
may offer a simplified but quite representative example of what often
happens as mncs move into less-developed countries. MNCs distort the
industrialization that takes place, while they undercut potentially more

appropriate local (direct or indirect) alternatives. Some brief conclusions from the case study may therefore be justified.
In terms of development theory, two points emerge rather strongly.
First, simpler, less sophisticated means of meeting basic needs lead to
a more appropriate choice of technique, with greater employment <
effects, than do more 'advanced' products. Second, and related, the
study emphasizes the importance of the nine as an agent of "taste
transfer" to less-developed countries. It is energetic mnc marketing
activity, both before and after the establishment of subsidiary manufacturing facilities, that has permitted product choice in the Kenyan
soap industry, and shaped many of the weaknesses of industrialization
under mnc auspices. Such marketing activity has also been crucial in
undermining local firms. This marketing technology is, of course, only
one part of an interdependent mnc package, and it is of greatest importance in the case of" consumer goods production. But it still seems
to deserve emphasis in analysis, as a critical element in the underdevelopment of poorer countries.
A second set of conclusions relates to government policy. The evidence
from this case study suggests strongly that less-developed countries
should adopt a very much more sceptical attitude toward direct
foreign investment, particularly by consumer sector multinationals.
The differing institutional contexts of local and mnc firms, for instance, do seem to generate important behavioral differences in poorer
countries; governments of those countries would therefore seem likely
to engender more genuine industrial development by encouraging (or
organizing)locally-controlled alternatives to the mnc, if such are
(poentially) available for meeting the same basic needs.
Some mnc presence may remain inevitable in developing countries, but
subsidiaries should face an environment of much tougher government
regulation. Such an environment should include legislative action
against the constraints suggested by this case study (for example, the
Andean pact has outlawed parent export controls on subsidiaries); it
should include stricter review procedures for new mnc projects, particularly to examine product choice implications (in this context, Tanzania has recently vetoed an mnc-associated detergent project as inappropriate to the country's needs); it should also embody ongoing
rigorous supervision of and bargaining with subsidiaries already in
the country. The Capital Issues Committee in Kenya, primarily under
Treasury impetus, has begun to do this, using mnc access to local
capital funds as the carrot/stick in the bargaining process. The exercise
is weakened, however, by the absence of a comprehensive industrial
development strategy within which bargaining can take place, by a
shortage of requisite government manpower, and by a lack of universal jurisdiction over subsidiaries (only those seeking considerable local
capital, in excess of exchange control regulations, come before the
committee).
A successful industrial strategy, however, by the criteria employed in
this analysis, will also have to deal directly with mnc taste transfer.
This requires strict demand management by government, for instance
the banning of certain sorts of products in the same way as Tanzania
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has virtually banned the import of private motor cars. It requires
restrictions on mnc marketing promotion. And to succeed, it would
also require a redistribution of income, to reduce demand for moresophisticated, mnc-type products, and increase demand for simpler,
local commodities. The logic of such a strategyf too, would include
nationalizing many brand-name, consumer goods subsidiaries - like
the soap firms analysed here — and redirecting their production.
Such a prescription, of course, ignores the special mnc access and
influence in the political economy, discussed in section four above, and
in that sense it is overly sanguine. The mnc sector in Kenya is clearly
helping to shape a class structure that depends on and supports the
mnc's own role in the country. That is itself an important conclusion
of this analysis. Its implication is that restricting and reducing the mnc
role in the Kenyan political economy, in order to promote broadlybased industrial development, will require a fundamental shift of
power in Kenyan society.
A final conclusion is evident. This study points out the serious shortcomings for the developing countries, of the mnc as an institution of
technology transfer from the developed countries. The implication is
that an important contribution to greater world equity could be the
emergence of much less restrictive means of such transfer. This suggests
a priority for activity in the richer nations: the development of alternative, non-profit institutions of technology transfer; and the related
challenging of mnc control over much technology and most technological innovation.

1 First presented, in somewhat different form, at the Conference on
Appropriate Technology, Edinburgh University, September, 1973.1 am
grateful to Charles Cooper, G.K. Helleiner, Raphael Kaplinsky, Dudley
Seers and John Weeks for their comments on the original paper. I also wish
to record my appreciation to the Canada Council and the University of
Sussex for the financial assistance which mad e the field work possible.
2 This effect - or any other single characteristic cited - cannot be an
absolute priority, of course. A very high foreign exchange cost, for
instance, might preclude choosing a labour-intensive over a capital intensive technique in a given case. Or for a particular product, capitalintensive technology may be so much more efficient, in capital/output
terms, as to preclude labour-intensive techniques at virtually any combination of factor prices. At a general level, however, this characteristic
does seem an important priority - certainly in the Kenyan case.
3 In Kenya, for instance, in 1967, 50.1 per cent of all manufacturing output
was produced in Nairobi, and 51.2 per cent of all manufacturing jobs
were found there — though the city has only 4.7 per cent of Kenya's population. Moreover, Nairobi s manufacturing workers received average incomes
of K Shs 8,660 per year compared with an average of K Shs 4,960 outside
Kenya's six largest urban centres. (Source: Kenya, Census of Industrial
Production, 1967, Nairobi 1972.)
4 J.N. Behrman, Some Patterns in the Rise of the Multinational Enterprise,
University of North Carolina, 1969. pp61-87
5 The statistics are from Kenya, (1972b, 84, 87, 121). Por further background information on the Kenyan soap industry, see Reichelt (1970,
161-5. 184-8, 197) and Kenya (1972a, 2, 15ff).

6 Leaving aside, for purposes of this discussion, the broader question of
whether soap manufacturing as a whole represents an efficient allocation
of resources in Kenya. Reimer notes that soap production there has a very
high effective rate of protection - 141.6 per cent by his calculations
(sixth highest in a list of 34 product groups); and to this must also be added
non-tariff import restrictions. Interestingly, by Reimer's formula, the detergents and toilet soap emphasized by subsidiaries have a higher effective
rate of protection than the laundry soaps emphasized by local firms - since
the proportion of value payable in excise tax on the latter product is considerably higher than on the former products. (See R. Reimer, "Effective
Rates of Protection in East Africa", Eastern African Economic Review,
3, 2 December 1971; and below for further discussion of excise taxes in
section four.)
7 In two of three cases, too, subsidiaries have imported some of their machinery second-hand from the parent company. Such intra-firm purchases
offer another potential channel for head office earnings from Kenya; as such,
these purchases may involve particularly important balance of payments
costs - embodying both disguised profit outflows and capital expenditures
made abroad rather than in Kenya.
8 The caveat applied earlier, to the effect that statistics probably understated the large soap subsidiary's capital/labour ratio (in Table 1), suggests
that this figure of 53.5 per cent somewhat overstates the profitability of
the firm. The outflow statistics are drawn from interview responses and
from the files pf the Companies Registry. They assume that the level of
management fees in one firm, for which a figure is available in one year, has
remained around that percentage of turnover since (1.2 per cent). Usual
Kenyan taxes have been deducted in each case — 12'/2 per cent on dividends
and 20 per cent on royalties and fees - to arrive at the estimate. The result
probably understates outflows slightly, since it ignores interest paid on
parent loans and a "very small" supervision fee paid by one of the subsidiaries to its head office.
9 Kenya, National Assembly, House of Representatives, Official Report,
Vol. IX, Part 1, Nairobi, 1966, pp 727, foiO and 1156.
10 Government officials stated in the debate that it would be administratively
impossible to establish differential rates proportional to the value of
different products. However, in a different situation in the 1970s, where an
mnc subsidiary concentrated on lower-price production (of shoes), while
local firms produced more for the higher-price end of the same product
market, government did find it possible to establish a differential tax rate lower for the lower-price (mnc) output and higher for higher-price output.
See The Consumption Tax Act, 1972, Kenya Gazette Supplement, Acts
1972, Nairobi. Shoes priced at Shs. 7/50 or below (like mnc-made plastic
sandals) pay Shs. 0/25 in tax; shoes priced at Shs. 50/= to 75/=, by contrast, are taxed at Shs. 6/= per pair.
11 The basic sample included all foreign corporate controlled firms, with 50 or
more employees, in the 1970 Manufacturing Register supplemented by most
large foreign corporate controlled companies in commerce, petrol distribution, banking, transportation, mining, advertising and agriculture. Interviews were carried out in 1972-73, with an overall response rate of 88 per
cent for 93 subsidiaries approached - though not all firms interviewed
responded to all questions.
12 A three week survey of Swahili radio advertising in Kenya, conducted in
early 1973, showed that 80.2 per cent of all advertisements (by time)
were sponsored by multinational firms — with Brooke Bond, Nestle,
Colgate-Palmolive, Coca-Cola, Unilever, Glaxo and Sterling-Winthrop (all
examples of consumer-sector mnc's, as discussed in the text) the largest
of these advertisers, in terms of time purchased.
13 The costs of this "taste transfer" can include malnutrition and death,
according to The Baby Food Tragedy, New Internationalist, 6, Aug., 1973,
9-12, 23; see also Milk and Murder, New Internationalist, 8, Oct., 1973, 1.
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Neocolonialism, Economic
Dependence and Political
C h a n g e : A case study of
cotton and textile production in
the Ivory Coast 1960 to 1970

Bonnie Campbell
Political and economic change in the Ivory Coast between 1960 and
1970 reflects the contradictions of capital accumulation in post-war
metropolitan France, transferred to the periphery. The weakness of
the French textile industry after the war led to the need for overseas
expansion and for State support. The role of the French colonial
and Ivorian 'independent' states has been to strengthen the basis of
the textile companies and their associates, the colonial trading
houses, through legislation which gives the industry various tax
concessions and protection against competing Far Eastern textile
imports. The State has also carried out policies designed to increase
cotton production for the companies and this has resulted in a
decline in food production. The industry produces high priced
goods which are beyond the reach of local pockets and has also
replaced local artisanal production in some cases. Further the
companies have expatriated their super-profits abroad. While there
are emerging contradictions between more advanced sections of the
industry which are now manufacturing raw cloth in the Ivory Coast,
and the old style 'assembly' companies which import semi-finished
cloth from France, it can be expected that the State will try to
resolve these contradictions in favour of foreign capitalist interests
as a whole.
Introduction
This paper1 argues that the manner in which former colonial areas
were related to their metropolitan powers is crucial in understanding their subsequent pattern of political, economic and social
change. This connection is illustrated by a study of cotton and
textile production in the Ivory Coast, a former French Colony.

It will be argued that, after World War II, the uneven development
of the French economy required colonial expansion, to avoid a
crisis in the weaker sectors. In the textile industry this led to overseas expansion and state support. Paradoxically the French textile
industry's success in obtaining State assistance for overseas
expansion has contributed to its continuing backwardness. However, through this state intervention certain overseas colonies were
integrated into a system of economic exchange serving metropolitan
needs and carried out on metropolitan terms.
During the years immediately following the Second World War,
trade continued to reflect the classic pattern: the exchange of a raw
material (cotton) for finished manufactured products (textile goods).
In order to increase the supply of colonial raw materials, cotton
production was forcibly imposed on many French overseas colonies
by the colonial administration. The terms on which this cotton was
exchanged reflected the manner in which production was organised:
the private company responsible for cotton production in the
colonies, was a subsidiary of the sole metropolitan buyer of French
West African cotton. At the same time, the sale of manufactured
textile goods to the colonies was the responsibility of large trading
companies affiliated to the metropolitan textile industry. These
companies enjoyed exclusive rights to the French West African
market, protected by trade restrictions debarring all but French
textile products.
By the end of the 1950's it had become evident that the previous
mode of colonial exploitation—namely extensive agriculture
performed by forced labour under the supervision of the colonial
administration-was no longer capable of increasing returns.
Consequently French colonial policy was adapted to the needs of a
more intensive form of exploitation, and this required a certain
degree of internal political control. Meanwhile in France, the state
supported its colonial economic interests through increased aid and
subsidies, the extension of protective legislation and the creation of
public research agencies for tropical export crops such as cotton.
The process of 'decolonisation' accompanied political changes which
assisted the post-war metropolitan economy. The significance of
such a limited transfer of political power cannot be understood in
any particular instance apart from an analysis of the economic
base of the group which was entrusted with the new leadership. In
the Ivory Coast in 1960 the local ruling group was a landed
plantation based class which encouraged the continuation of close
metropolitan relations. Their assumption of power at independence
explains why the Ivorian state has been willing to assume a large
part of the costs of the public investment necessary to create a
favourable environment for foreign investors, so that they can
concentrate their investments in the most profitable sectors of the
economy. In this sense political independence must be seen in the
context of world capitalist development, the result of changes
internal to Africa and of the need for a re-definition of metropolitan imperial policy.
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During the post-independence period, the production and sale of
cotton in the former colonial areas, remained in the hands of the
same French companies. The creation of the newly formed state in
no way altered the monopolistic organisation of production and
distribution. On the contrary the creation of an Ivorian marketing
board and the new states' mediation between peasant producers
and the French companies helped to smooth over the contradictions
created by this organisation of production.
As with agriculture, the modifications which followed political
independence did little to alter fundamentally the colonial system of
trade and commerce. The large export-import houses affiliated with
French industry maintained sole access to the Ivorian market by
virtue of a quota system, in force until February 1969, which
required special licenses for any textile products from sources other
than France.
The commercial activities of these large trading companies had a
determining effect on the development of productive activity. The
granting of political independence reflected a later phase of the
process of capital accumulation—one characterised by the export of
metropolitan capital and the commencement of local production of
manufactured goods. This represented an evolution of the process
which was, initially, concerned with colonial markets and access to
raw materials. In order to forestall competition the long established
export-import houses broadened their range of activity and supplied
much of the capital necessary for the creation of a local textile
industry integrated into the existing commercial circuit.
This meant that local production of textile products was introduced
into a completely protected market with high internal prices
sanctioned by a restrictive commercial policy. The industrial policy
which evolved in response to this change in the character of
accumulation, served the interests of these commercial houses.
Thus, large tariff concessions (on the import of semi-finished inputs
for example), encouraged the establishment of 'light assembly'
industries which contributed little by way of local value added.
While the high prices charged by these 'local' producers could not
compete with equivalent imports, they survived because the
commercial interests controlling the import of competitive products
owned much of this 'local' industry, so that there was little
incentive to introduce rival products. In any case there was no
possibility of competition from any sources other than France
because of an elaborate system of tariffs and quotas which updated
the mercantilist commercial legislation of the colonial period. The
result was that the entire process of production and distribution of
this sector of the Ivorian economy remained almost exclusively
under the monopolistic control of former metropolitan interests.
This organisation of production has had far reaching social,
economic and political consequences.
The following analysis of the development of French cotton and
textile interests in the Ivory Coast will be divided into two main
sections. The first will summarize the conditions of the French
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metropolitan textile industry in the post-war period, conditions
which led to its overseas expansion. It will also describe the
economic and political framework existing at the time of
independence, which was to have a determining effect on changes
in the post-independence period. The second section will consider
Ivorian cotton and textile activities in the context of the economic
framework inherited at independence. Emphasis will be placed on
the state policy which legitimises the transfer of resources from
the Ivory Coast to France, through the present pattern of
accumulation. Each element of protective legislation, whether
concerned with cotton production, commercial regulation or
industrial policy, illustrates the importance of the neocolonial
state in legitimising this specific pattern of growth. Its intervention
serves to overcome contradictions created by the process itself thus
ensuring its continuation. Above all, it serves to sanction
politically and to support financially the interests benefiting
from the accumulation taking place.
The French Textile Industry After the War
Contrary to interpretations which suggest that the most advanced
and concentrated sectors of an economy need overseas expansion,
it appears to have been the weakness of the textile industry in postwar France which led to that sector's request for state support of
colonial penetration. 2 Ironically the sector's success in gaining
public assistance may be seen as one of the causes of its
continued weakness. In its report 3 to the recent Sixth French
Economic Plan, the Textile Industry's Committee centred its
recommendations around what it considered to be the major
weaknesses of the sector: lack of concentration; a productive
capacity badly suited to the industrie's markets; obsolete equipment;
and returns to capital below the rates earned in the same sector in
other industrial countries.
The retardation of structural change in the sector highlights one of its
major characteristics—the dominance of conservative family firms.
From the beginning of the nineteenth century social tradition
exercised a powerful restraint on the French textile industry:
' . . . the business firm in France... was far more likely to be exclusively
familial, indeed to be so closely
identified with the family as to be almost
indistinguishable from it.' 4

Whereas for the British entrepreneur, an industrial venture was a
means of making profits, for his French counterpart the firm was
fused with the family, and their reputation and the way of life they
entailed became an end in themselves. This had important
consequences for the conduct of the business. It made it difficult to
view techniques and products impersonally, or to sacrifice them, as
more efficient and profitable methods became available; it placed
a premium on security and led to an over-estimation of risk in
investment decisions; it discouraged the use of outside capital,
whether in the form of long-term loans or equity investment, and
this, by limiting the firm to its own resources, drastically restricted
its ability to expand and encouraged a pricing policy which
maximized unit, rather than total, profit.

The French textile entrepreneur's preferences for maximum profit
per unit of output sold, as against a higher total profit at a higher
level of output, was combined with a general condemnation of
competition, particularly price competition, as unfair and even
socially subversive. Such generally accepted limits help to
explain why larger more efficient continental enterprises did not
always destroy their smaller competitors and impose their
technology on industry as a whole.
These traditions diminished the effectiveness of the price
mechanism and slowed the diffusion of technological change, with
the result that the industry is characterised by a low level of geographical, technical and economic concentration. While the
conservatism of the industry was partly the result of the sector's
economic weakness, this did not prevent the emergence of a
number of powerful groups within each major branch—cotton,
wool, linen, silk and synthetic fibres. These were usually based on
large numbers of factories rather than on gigantic units, because the
traditional conservatism and the low level of competition reduced
the need to standardize product lines. Hence when integration did
occur, it usually involved the amassing of new concerns rather than
their integration into completely new units.
Even though this structure involved a heavy reliance on self
generated finance to maintain the financial autonomy of the family
firm, and even though firms in this sector rarely risked capital outside their own branch of activity, there does not appear to have been
a shortage of investment opportunities in the immediate post-war
period, even for the largest concerns of northern France.
At the same time French textile activities overseas were of great
importance to the industry. Some estimates claim that in the
immediate post-war period, commercial activities abroad, dependent
on the metropolitan textile industry, equalled the value of their
sales in the metropolitan region.s Nevertheless little capital was
exported in this same period, since overseas expansion-whether to
South America, Africa or Eastern Europe —was motivated primarily
by a search for markets, as in the case of the earlier Lancashire
producers' penetration of India.
The activities of Boussac, France's largest textile firm in the post-war
period, illustrate this point. In the early 1950's it employed
approximately 25,000 people, two-thirds of whom were women,
and consumed 10 per cent of all French cotton imports. During
this period, the largest of 1,200 competitors (Gillet-cotton textiles)
was only half its size. Boussac engaged in a wide but closely
integrated range of textile related activities. The central organisation
in the structure was the Comptoir de l'lndustrie Cotonniere (CIC)
which directly managed: Toile Avion (retail chain stores); Dior and
Pierre Clarence (couturiers); several men's garments subsidiaries;
Ets. Tremblot-Matheron et Cie; Ets. Rousseau; Bendix-France
(Home appliance manufacturing plant); St. Cloud (racetrack); and
L 'Aurore (newspaper). The Comptoir was the key link between
Boussac's textile complexes on the one hand, and its commercial

activities on the other. Of particular interest to this study was a
quasi-independent sales organisation which operated for CIC in
French West Africa—the Compagnie de l'lndustrie' Textile en
Afrique (CITEC).
While the other large colonial trading houses engaged only in
marketing activities before independence, CITEC's operations
exemplify the integrated nature of the entire colonial pattern of the
production and distribution of raw cotton and textiles. The
distributing agency of the metropolitan firm also produced raw
materials in the colonial area. This raw material was sold to the
agency's headquarters, in exchange for semi-finished and finished
textile products from the metropolitan industry, which the same
agency then sold locally.
The Role of the State
At independence, the great extent of French and Ivorian public
support of this economic sector gave the private interests involved
the appearance of semi-public institutions. However, this public
intervention took place on behalf of the private interests, and this
remained true after independence. At no time did it in any
significant way affect their control over production and distribution.
At the request of the Compagnie Cotonniere Francaise, the sole
buyer of colonial cotton and the agent of the French textile
industry's professional organisation (the Syndicat General de
l'lndustrie Cotonniere Franpaise), the French Government had
created two 'semi-public' agencies with responsibility for colonial
cotton production. The [nstitut de Recherches du Coton et des
Textiles Exotiques (IRCT), established in 1946, was to undertake
research activities 'in keeping with the needs of French industries', 6
and the Compagnie Franpaise pour le DeVeloppement des Fibres
Textiles (CFDT), created in 1949, was given complete responsibility for all stages of cotton production including the choice of
land and of agricultural techniques, the distribution of credit, debt
collection, and the processing and marketing of the crop.
This intervention of the state must be understood in view of the
weakness of post-war French capitalism. After the Second World
War the textile industry was a burden to the French economy, and
particularly to the country's balance of trade. The value of
primary textile imports, quite apart from the imports of manufactured textiles, greatly exceeded the industry's total exports,
liven without considering manufactured imports, the textile trade
deficit was equal to between one-third and one-fifth of the total
French external trade deficit in the period 1950 to 1953.
This fact was central to the demands made by French textile
interests. It explained both their need of public support and the
nature of the measures sought. In view of the textile sector's
trade deficit in the preceding years, the report of the Textile
Committee to the Second Economic Plan in 1954 recommended
what amounted to an updating and extension of the French
mercantilist trade system, which assigned overseas French colonies
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a two-fold purpose: a source of raw materials and a market for
metropolitan exports.
The Second French Economic Plan itself concentrated on the need
to increase the overseas production of raw materials. At that time,
French overseas territories produced only approximately 15 per
cent of the cotton consumed in the French Union, and production
of primary textile materials in overseas France was to be increased
through metropolitan support at every level. This metropolitan
intervention covered all aspects of production and distribution
and all of it, whether technical, economic or financial was
directed at improving the quality and lowering the costs of inputs.
The two 'semi-public' bodies created in the late 1940's have
retained their original responsibilities as sole researcher and producer, and they act as the agents of the private Compagnie
Cotonniere Coloniale, which continues to be the sole exporter of
Ivorian cotton. The official recognition and the public assistance
given the private metropolitan interests concerned, through the
creation of 'agencies of overseas cooperation', as the IRCT and
CFDT were euphemistically called, set the stage for a decolonisation, in which the transfer of certain powers was in fact a means of
maintaining control. For the public support and 'semi-public'
status of these institutions at independence, created the
conditions necessary for their recognition and acceptance by the
neocolonial state.
Ivorian Cotton Production
For cotton production in the Ivory Coast the coming of political
independence meant the intervention of the state into economic
activities without any change in the organisation of production.
The role of the newly created state was: to legitimise the
organisation of production under its existing monopolistic metropolitan control; to give it ideological support and monetary
assistance; and to stabilize productive activity, ensuring its continuation and lessening its growing contradictions.
A local variety of short fibre cotton Gossypium Barbadense (Mono
variety) had been grown during the nineteenth century and had
supplied a flourishing artisanal textile industry in most of the
countries which bordered the Gulf of Guinea including the area that
became the Ivory Coast. However, it was not to be this variety, nor
the skills of artisanal weavers, which were to become the basis of the
post-independence textile activities of the Ivory Coast.
During the war and in the years to follow, repeated and varied
attempts were made by the colonial administration on behalf of the
colonial cotton companies to increase the output of cotton for
export. But techniques such as forced labour met with little success,
and finally the metropolitan state issued renewable monopoly rights
to numbers of private cotton companies. The companies enjoyed
considerable liberty over organisation and marketing, but in spite of
these privileges the French West African cotton output, needed to
supply the failing metropolitan industry, continued to stagnate.
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Metropolitan support of special cotton projects were not a solution
either. Thus, those undertaken in Chad by the Office du Niger
between 1947 to 1957 have been described as technical and
economic fiascos.7 Against this background CFDT began a massive
project to introduce an industrial (long fibre) cotton, Gossypium
Hirsutum, (Allen cotton) in 1960.
Immediately after political independence the responsibility for
financing cotton production in the former colonial territories
continued to be assumed by the French Ministry of Cooperation,
because of the importance of this activity for metropolitan industry.
From 1966 the subsidies to cotton production in the Ivory Coast
were increasingly assumed by the local budget (500 million F CFA/
year) 8 , although as late as 1972 French Government funds
continued to give assistance amounting to 1 billion F CFA/year
to cotton production.
Recognition and financial support of the CFDT as an agent of the
new Ivory Coast government, have in no way altered the commercial orientation of this private company. Nor was this orientation changed when a local Ivorian marketing board, the Caisse de
Stabilisation, assumed responsibility for cotton price supports—a
responsibility held by France until 1966. Indeed Ivorian public
participation in the marketing of cotton has, if anything, served to
legitimise an essentially unmodified monopolistic control over the
production and distribution of "Ivorian cotton.
Ivorian public outlays in support of cotton production are most
usefully analysed by looking at their distribution among the various
groups involved in production. An attempt to calculate the return to
the CFDT resulting from the Ivorian system of price supports,
based on the CFDT's declared costs (collection, transport, ginning
etc.) and a guaranteed price to the producer, which for the year
studied (1966 to 1967) was 33,500 FCFA a ton, suggests a profit to
the CFDT of 14,874 FCFA a ton (Table 1). The same document
suggests that in the same year the public subsidy advanced by the
Caisse de Stabilisation and the Ivory Coast budget (BSIE) amounted
to 16,173 FCFA a ton of Allen cotton. One may note that an
amount.almost equivalent to the Ivorian public subsidy for cotton
production reappears as profit to the commercial company
responsible for that production. It is difficult to bring greater
precision to these calculations because they are among the very
few available which consider the CFDT as the commercial company
which it is, rather than the semi-public government agent which it is
made out to be. Attempts to obtain further information concerning
these figures through interviews with advisers at the Ivorian
Ministry of the Plan were unsuccessful. In view of the fact that
public agencies supporting Ivorian cotton production have invested
substantial funds to introduce a marketable crop in the poorer
northern regions to alleviate severe regional disparities, it is
important to establish whether these very costly operations have
benefited the peasant producer.
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Table 1: Ivory Coast Cotton Production: Costs of Production,
Prices, Public Subsidies and Profits in Cotton Production 1966-67
Public Subsidies to Cotton Producers
Form of Subsidy
Seeds
Insecticides
Depreciation
Agricultural Extension Services
Total Public Subsidy
Cost of Cotton Ball Production and Export
Producer price per ton of raw cotton*
Marketing and sacking
Transport to ginneries
Ginning
Transport to Abidjan
Handling and Storage
Transit costs and part duties
Export Levy
Bank interest
Insurance
CFDT Overheads
Total fob costs at Abidjan

F CFA/ton
AUen cotton
250
6,000
1,500
8,423
16,173
F CFA/395 kg
of Cotton BaD
33,500
1,600
4,182
7,110
1,106
188
822
1,375
948
434.5
1,224.5
52,490

Fob price paid for 39S kg of Cotton Ball

60,830

CFDT profit per 395 kg Cotton Ball
Income from sale of cotton seed yielded
by one ton cotton**
Total CFDT Profit per ton of cotton
processed

8,340
6,534
14,874

* One ton of Allen cotton produces 395 kg of cotton ball and the
average yield of AUen cotton is one ton per hectare.
** One ton of processed cotton produces cotton seed which at 10.8
F CFA per kg yield an income of 6,534 F CFA.
Source: Republique de Cote d'lvoire, Ministere du Plan, 'Travaux
Preparatoires du Plan 1971-75' Le Colon Rapport No 63, January 1968.

The impact of the new cotton on the peasant producer has been
substantial. The labour requirements per hectare of cotton increased
almost fourfold—from 40 to 150 man days—while according to the
CFDT the daily return to labour doubled, going from 100 to 200.
However these figures are open to doubt. They allege a return to the
peasant producer approximately three times greater than that found
in a government study Travaux preparatoires au Plan 1971-5. This
study noted that the 1966 income from cotton production, F CFA
700 million, when distributed among about 70,000 producers,
implied an average return of F CFA 10,000 ($40). But such per
capita income figures are based on the assumption that each producer cultivates one hectare of cotton, and they take no account of
the variance about this average. One village known to the author,
cultivated only one hectare of cotton in 1969 to 1970. From this

171 kg was harvested, producing a return of 5,915 F CFA, but that
was divided among 10 individuals. Though this is only a single case it
does suggest that the variance of these statistics may be
considerable.
Most important, calculations which merely multiply increases in
labour time by increases in the alleged returns to labour to estimate
the total net benefit to the peasant, are based on the highly unrealistic assumption of an infinite supply of labour. In fact, the
crucial point about the introduction of Allen cotton was that the
increased labour demand often had to compete with labour requirements for essential food crops.
The social and economic consequences of the introduction of the
new cotton have been the subject of research projects in various
areas of the country. In spite of regional differences, in each cotton
growing area the studies show resistance of the population to the
introduction of the new crop. The new variety of cotton was introduced in such a manner that neither the time-table of production,
nor the techniques employed, were integrated into traditional
agriculture. As a result there were heavy losses in output in traditional agriculture. The main cause of these losses was the labour
shortage arising because the labour demands of the new cotton
conflicted with those of other crops. Because the extension of cotton
production as carried out by the CFDT did not concern itself with
traditional crops, these conflicting labour demands often led to
food crops being sacrificed, and famine resulted in several parts of
the country. Moreover, in this situation, (population in northern
Ivory Coast varies from 3-20 people/km 2 ) the choice between
traditional and export crops was often denied the peasant producer.
In the face of peasant tendencies to refuse to abandon traditional
food crops, the CFDT requested the intervention of the administration. In response coercion was used and there are records of
imprisonments and beatings. Such consequences suggest a more
accurate, if unquantifiable measure of the social cost of the
introduction of a new industrial export crop.
Nevertheless in the villages studied, the peasants' reaction to
administrative compulsion was the progressive abandonment of
cotton production. This led to a reduction in the cotton acreage
planted in certain areas since the CFDT cotton programmes began
in 1965, and it appears to have been an important factor in
accounting for the decreases in national output in 1969 to 1970decreases which became even more marked in 1970 to 1971
(29,316 tons compared with 41,739 tons in 1968 to 1969), and
which are usually explained entirely on the basis of climatic or
other 'unaccountable' factors by those responsible for agricultural
planning in the Ivorian Planning Ministry.
Above all, the CFDT's need to resort to administrative coercion and
the resulting decrease in the acreage planted, suggest rather strongly
that the peasant producer did not benefit significantly from the
public subsidies given to the commercial company responsible for
the extension of cotton production.
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The Distribution of Textile Products in the Ivory Coast
The impact of the expansion of French metropolitan interests into
the Ivory Coast cannot be understood apart from an analysis of the
nature and operation of the chief instruments of penetration, the
colonial trading houses. By the end of the 19th century, four
commercial companies shared the almost exclusive right to import
textile products to French West Africa. They were: la Compagnie
Francaise de l'Afrique Occidentale; la Soci6t6 Commerciale du
Niger Francais; la Compagnie du Niger Francais; and la Compagnie
Optorg. For this study it is of particular interest to analyse the
changing relations between these companies, and the means by
which they maintained monopolistic control over local markets.
Division of the market among the various companies remained the
principal form of collusion as long as the markets themselves represented the major reason for their overseas operations. This pattern
of activities evolved with changes in the economic environment, and
in time joint participation in the local processing activities provided
for continuing joint control of that part of the market now to be
supplied by local industry.
Apart from their commercial and industrial activities, discussed
below, these companies continue to have an important revenue
collecting function. It has been suggested that the four firms
named above continue to collect annually, over F CFA 100
billion in revenue for the countries in which they operate. This
sum accrues from customs duties, taxes on commercial profits,
various taxes on services, and income taxes. According to certain
calculations, the revenue collecting function performed by the four
companies represents approximately 15 per cent of the total
budgets of the countries in West Africa—and over 20 per cent of the
francophone countries of the same area-Congo Kinshasa excepted.
In the Ivory Coast revenue collected from tariffs and duties on
textile products remains second only to mechanical and electrical
equipment. This large financial contribution helps to account for
the extent to which the large export-import houses dealing in
textiles continue to obtain changes in commercial regulations to suit
their interests.
The evolution of these private commercial interests was heavily
influenced by their operation in a commercial structure dominated
by the Franc zone. As originally established, the Franc zone was
characterized by the following features: fixed parity of the
currencies of its members; guarantee of these currencies by the
French treasury; complete convertibility of these currencies into
French francs; freedom to transfer between member countries;
some control by France of the credit policies of issuing authorities;
the holding of all reserves in French francs; the necessity of conducting all foreign exchange transactions through the Paris exchange
controls of the Franc zone.
Within the Franc zone, members were expected to follow strictly
orthodox internal monetary policies and as far as possible, to keep
their current accounts in a state of surplus, or at least in balance.

Members were, moreover, under obligation to convert their foreign
exchange earnings, i.e. non-Franc zone currencies, into French
francs. When they wished to make any payments outside the Franc
zone, they first had to convert their own francs into French francs.
These French francs could then be exchanged into foreign currencies
on the Paris exchange. As regards trade, French West Africa's close
relations with the metropole had been confirmed by post-war
legislation. A 1954 decree had the effect of making goods destined
for, or coming from, a country outside the Franc zone subject to
payment of a common tariff, while within the zone, goods and
services were exchanged freely.
This close integration of trade within the Franc zone secured
guaranteed markets for a significant proportion of France's exports,
and guaranteed supplies of essential raw materials, without the need
to make the price of exports competitive or to use scarce foreign
exchange for imports.
The letter of this colonial legislation was maintained even alter
independence, so that the tax on value added (TVA) of imported
and semi-finished cloth continued to be higher (18 per cent) than
that on finished cloth (8 per cent), reflecting the colonial bias
against semi-finished inputs which could be used for local processing. However, after independence, the urgency of demands for
industrialisation, led to other regulations, especially those relating
to investment incentives, which contravened the spirit of this
legislation. The net effect of this was to encourage final stage
processing and assembly plants.
During the colonial period, the monopolistic organisation of the
trading companies assured the exclusiveness of metropolitan textile
products, and hence the quota system existed mainly as a safeguard. At the time of 'decolonization', and immediately after
political independence when metropolitan interests began to
establish local processing activities in former colonial areas, the
perpetuation of colonial protection through tariffs and quotas
effectively debarred the entry of lower priced imports which might
have forced local firms to be more competitive. Those changes in
colonial trade legislation which did take place, were generally made
only after the metropolitan interests responsible for imports had
become firmly established in local processing activities. For this
reason, even after political independence, no changes were made
in the colonial quota system which protected numerous textile
products for which the newly created state was to remain dependent on the metropolitan power. It was only after the coming into
effect of the first Yaounde Convention in 1970, (four years after
signing), that certain of these textile imports were freed from
protection if they originated from EEC members. To the present,
the entry of finished cloth, the most highly processed and therefore
the most valuable product, remains restricted by a quota system
against any but French imports.
The importance of quantitative restrictions in maintaining colonial
privileges against 'foreign' textile imports, is clear. Hence these
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measures were updated, in spite of the Ivory Coast's obligation as an
Associate member of the Common Market, to end such discriminatory legislation. The consequences for local productive activities of
quotas on textile imports must, however, be considered in conjunction with another more supple and politically more acceptable
form of restriction which has been put into effect since political
independence-notably the use of an inflated tariff base, la valeur
mercuriale.
La valuer mercuriale, (vm), as used in Ivorian legislation, is that value
assigned an imported product which will be the basis on which
duties are calculated. By artifically inflating vm, duties can be raised
to a level which makes a more competitive non-French import, after
tax, non-competitive on the domestic market (see Table 2 below).
Although there is the possibility of using more stringent trade
restrictions, as in other branches of the Ivorian industry, the use of
vm tariffs assures local textile producers of a complete monopoly of
the Ivorian market. Rather than being a sign of trade liberalization,
the absence of the most stringent forms of trade restriction results
from the totality of the oligopolistic structure in this sector of the
economy, the entrenchment of the long established interests concerned and the financial importance to the national budget of the
revenue collected by these interests.
The extent to which the prices of imports are artificially inflated is
reflected in the production costs of local industry and is consequently
passed on to domestic consumers in the form of higher prices. In
this way, commercial legislation serves to legitimise a monopolistic
productive structure by debarring competitive imports and by
sanctioning the resulting industrial and commercial profits.
Ivorian Textile Production: Industrial Policy
As noted earlier, the beginning of local industry in former colonial
areas, and the transfer of a certain semblance of political power
through the granting of political independence, are two developments which must be considered together.
Rather than establishing a new orientation to economic activity, the
Ivorian industrial policy drawn up in 1959 and set out in the Code
des Investissements served to ensure continuity with the colonial
period. Space does not allow outline of the Code in detail but
reference can be made to the excessive special privileges extended to
investment projects which were awarded 'priority status': a 25 year
guarantee of tax stability at a rate which is about half that of
industrialized countries; unlimited transfer of profits conditioned
only by a 10 per cent clause—the amount to be used for investment
on the spot; tariff exemption on all imports to be used for building,
transport, replacements and industrial inputs.
Of these concessions granted to foreign investors, the last was particularly well adapted to the needs of the established trading houses.
These increasingly served as the instruments through which metropolitan interests began to export capital. The trading houses, which
had originally supplied the market with textile goods now became
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major investors in local finishing industries since they could now
import all of the semi-finished imports for such production, dutyfree. The industrial structure, which grew naturally of the
government's policies encouraged the import of semi-finished inputs
and minimised local productive activities. This was to have far reaching social and economic consequences for the country, reinforcing
the position of the already established private metropolitan interests,
while preventing other forms of economic change. In this sense
industrial policy has played a decisive role in lvorian political and
economic development, more specifically in perpetuating a
dependent and externally controlled pattern of growth.
lvorian Textile Production
The exemption of semi-finished inputs from tariff duties was of
particular significance to the textile sector. While presently over
60 per cent of this industry's inputs are imported, ostensibly such
imports were to be progressively reduced over a period of 10 years.
Such intentions are not easy to implement however, since the same
interests which responded to the demand for local production by
setting up final stage finishing plants, continued to oppose a further
extension of productive activity. One major firm, whose largest
shareholder is the French trading company Optorg, has been
engaged in spinning and weaving and has existed in the Ivory Coast
since 1921. This firm concentrated on supplying yarn to traditional
artisanal weavers and when local market factors and economic
changes in Europe (notably tariff liberalization was to be
extended to the Associated Common Market states) justified the
expansion of a local lvorian textile industry, Boussac, which by
this time (1968) was facing financial difficulties, intervened at the
French Ministry of Cooperation against more pfogressive firms
such as Agache-Willot, in an unsuccessful attempt to block this
new development.

The- emergence of several new concentrations in the French textile industry
has only taken place very recently. Of these, the leading one is the Group
Agache-Willot which in 1968 to 1969 controlled 40 factories and employed
22,000 salaried workers. Dollfus-Mieg which absorbed THIRIEZ and Cartier
Brcssoa/n 1961, controlled in June 1969, 25 factories in France, 17 abroad
and employed 14,000 salaried workers. In 1969 this group became
financially associated with another major concentration, Rhone-PoulencGillet (chemicals and synthetic fibres). They have a common affiliate,
Tcxunion, whose President-Directeur-General in 1972 was M. Gerard Thiriez.
In 1966, Prouvost, la Lainiere de Roubaix and Francois Masurel Freres formed
the first wool concentration which was extended to cotton in February 1970
by the inclusion of Boussac. Finally the Banque de Paris et des Pays-Bas,
through its affiliate, the Banque cotonniere et textile, exercises control over
much of the remainder of the French textile activity, including Prouvost.

Thus, due to the nature of industrial concessions, what industry did
develop was limited to the finishing stages, the printing and dyeing
of duty free imported raw cloth, whose value content accounts for
over 50 per cent of final value added. The importance of import
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concession on semi-finished cloth is demonstrated by the lack of
competitiveness of the local cloth which, produced under
conditions of complete protection costs 86 F a metre. The equivalent import from the Far East costs 55 to 57 F a metre—with tariff
duties 77 F a metre. Until now however, no finishing producers
have been obliged to use local cloth because duty free import
concessions conceded by priority status agreements still apply.
This Ivorian protective policy has the effect of sheltering high cost
local raw cloth producers, but the resulting high cost local products
do not as yet threaten the existing textile finishing firms, which
benefit from duty free access for all semi-finished inputs. However
because the industries benefiting at present from priority status are
theoretically required upon expiry of their priority agreement to buy
increasing supplies of high priced local inputs, they will then be faced
with a real dilemma. In anticipation of the specific example which
will be used by way of illustration below, it may be asserted that it is
precisely in resolving contradictions of this kind and, as will be
shown, of resolving them in favour of foreign economic interests,
that the intervention of the local state through tariff and pricing
policies, finds its raison d'etre.
The last point can be verified by looking at the tariffs on a standard
measure (12 yards) of finished printed cotton 'Fancy print' cloth.
While price is based on length, tariff protection is calculated on a
weight basis—i.e. the weight of a 12 yard measure of printed cloth
provides the basis for an import of mercurial value of 130 F CFA
per kilogramme and tariff duties are calculated from this. In the
following, two sources of competing imports will be considered.
Table 2: Ivory Coast Tariff Duties on 'Fancy Print' Cotton
Cloth from France and the Far East 1972.
Place of Origin
and Value of
Cloth:
F CFA pet
standard
measure
C1F Import price
Mercurial value (tax base):
1,300 F CFA per kg
Tariff duties based on mv*
Import price landed duty paid

France
1,400

Far East
1,000

1,800
630
2,030

1,800
1,020
2,020

•Tariff rates: 35 per cent for KF.C; over 50 per cent Tor Far East.
Source: Republique de C6tc d'lvoire, Ministerc du Plan, Direction du
Developpement Industrial, Document de Travail, 1 January 1972.

A comparison of the tariffs levied on two identical imports (Table 2)
shows that the use of mercurial value means that the French cloth

faces additional protection of 140 F CFA, or 7 per cent of the
wholesale price, while the barrier confronting the cloth from the
Far East amounts to 450 F CFA (22 per cent). The protection of vm
is therefore directed primarily against Far-Eastern products.
The protection which vm affords against French imports of finished
printed cotton cloth—which amounts to 140 F per 12 yd piecepermits an inflated price to be charged for locally produced
printed cloth. In fact, the size of the mark-up due to the mercurial
protection corresponds to super-profit which accrues to the company benefiting from the most extensive priority concessions. Since
it is the trading houses that earn these profits in their new role as
producers, they have little incentive to import cloth from France.
Conclusions
The Ivorian textile industry is thus restricted to local production of
only those products which are compatible with the demand for
exports by the French textile and trading houses responsible for
local investment. This means concentration on the final stages of
production so as to encourage the importation of semi-finished
inputs. This minimizes local value-added, and restricts the importation of foreign techniques and highly skilled cadres, thus minimizing
the possibility for Africans to acquire these skills, though in any
event they could not aspire to significant control of the technology
of such foreign enterprises. The industry further suffers from high
costs of production, persisting in a protected market and generalized
by a system of 'regulated' prices, which are set by a government
committee and based on the declared costs of the most inefficient
firm. Such 'regulation' provides a monopoly rent to all but the most
inefficient. Thus consumer prices are raised above those of equivalent imports and this protection ultimately appears as super profit
earned by the firms benefiting from the largest priority concessions,
and most of these firms are 'foreign' owned.
More generally any attempt to assess the distribution of surplus
generated by 'productive' activities based on foreign investment in a
specific historical setting, draws attention to the social and economic
costs of such activities. This requires looking beyond isolated indices
of industrial growth and points to the uneven manner in which the
'cost' of industrialization in the Third World is distributed among
various sectors of the economy and of the population. From this
perspective no measure in the economy in terms of growth, would
be complete if it did not consider the full implications of the
industrial policies described. A full assessment must also consider,
in addition to the obvious problems of the expatriation of surplus
and of'foreign' control, policies such as the proposal to lower the
price of cotton sold to the two most recently created foreign textile
firms, the sacrifice of food crops to commodity crops, and finally,
the return accruing to the peasant producer of the commodity crops
as compared to the profits earned by the monopolistic interests
responsible for its sale.
The case considered here shows how a protective commercial policy
inherited from the colonial period has been updated and used as the

basis of an industrial policy serving the interests of the old trading
houses who have now become involved in local production. This
reveals the complete misconception of the view-at least as it applies
to French West Africa that:
'Formal political independence gives underdeveloped countries a degree of
manoeuvre and initiative which, over time, must inevitably come into play,
and which is conducive to economic advance. 1 '

What 'economic advance' one might ask, can be said to have taken .
place in the rapid growth sector of the Ivorian economy analysed
above, if agricultural, commercial and industrial policies used to
promote foreign interests have contributed directly to a notoriously
high rate of profit transfer abroad, to rural migration, to soil
impoverishment, to food shortages and to an increase in the price of
locally manufactured textile products, putting them beyond the
reach of those who would buy them (e.g. traditional wax prints)
when they were produced by local artisans?
The analysis of Ivorian growth over the last decade, 1960 to 1970,
based on the case study of one industrial sector, suggests the limitations of a focus on growth. The transfer of resources abroad, which
is illustrated here in one specific sector, is generalized throughout
the rest of the economy. It is the condition which determines the
inflow of foreign capital and consequently the continuation of
rapid growth. By perpetuating external dependence, the past
pattern of growth postpones indefinitely the possibility of
expansion becoming to some extent self-sustaining.
It is finally important to recognise that this orientation of Ivorian
growth strengthens the economic base and the political authority of
the local ruling class which sanctions it. Consequently the interests of
the local ruling class entail the continuation of external control,
evolving a form of dependence which is the result of economic
specialization within the international division of labour.

1 This paper is a revised version of a paper given at a conference on the subject of Neocolonialism, Capital Accumulation and Political Change, held at
the University of Sussex (England), July 1972. I would like to express my
appreciation to Manfred Bienefeld of the Institute of Development Studies,
Sussex, and Peter Lawrence of the University of Keele for the assistance
which they have given me in the revision of this paper.
2 Francois Capronnier, La crise de l'industrie cotonnière francaise (Paris,
Ed Genin 1959) pp 223-246.
3 France, Commissariat
Général au Plan, Commission de l'Industrie,
Préparation du 6 e Plan, Rapports des comités du 6e Plan 1971 to 1975,
'Industrie Textile' p 35.
4 David S. Landes, The Unbound Prometheus. Technological Change and
Industrial Development in Western Europe from 1750 to the Present
(London, Cambridge University Press 1969) p 131.
5 René Gendarme, La region du Nord. Essai d'analyse economique. (Paris
A. Colin 1954) Quoted by Andre Allix and Andre Gibert Geographie des
Textiles (Paris, Ed Genin 1957) p 81.
6 Les Instituts de Recherches d'Outre-Mer, published by the Institut
francaise du Recherches Fruitières, (Paris, IFAC 1961) p 42. On the role
of the textile sector in the French economy see: France, Présidence du

Conseil, Commissariat Général au Plan de Modernisation et d'Equipement.
Deuxieme Plan (1954 to 1957) 'Rapport du Groupe d'Etudes de Fibres
Textiles' November 1954, p 19-20.
7 J. Cabot. Le Bassin du Moyen Logone (Paris ORSTOM 1965) pp 253-256
and pp 263-278. Quoted by J. Suret-Canale, op cit p 131.
8 CFDT Ivory Coast, Annual Report 1970 to 1971.
9 From an interview with the senior textile adviser to the Ministry of the
Plan, Abidjan, Ivory Coast, January 1972.
10 'Opinions et attitudes des paysans et ouvriers ivoriens face au devélopment'
June 1971 p 24. Although undertaken on behalf of the Ivorian Ministry
of the Plan, this series of studies was conducted in 1971,1972 and 1973
by the Department of Ethno-Sociology at the University of Abidjan.
11 Bill Warren 'Imperialism and Capitalist Industrialization', New Left
Review, no 81, September-October 1973 p 12.
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Multinationals, Workers and
the Parastatals in Tanzania*

John Loxley & John S. Saul
Does nationalisation provide the answer to the increasing domination
of the mncs? In the Tanzanian case, nationalisation has given the
Government, through the 'parastatal' enterprises, control of a
significant part of the industrial sector, but essentially decision
making remains unplanned and uncoordinated. The parastatals
remain at the mercy of the foreign technical expert, or of the
management agreement with the former mnc owner. The development of an independent technological base requires not only
trained scientists and technologists, but cadres committed to a
socialist and self-reliant development strategy. Nationalisation further
means workers' participation and control. The parastatals in
Tanzania have, as a result of Government control of workers'
initiatives, remained closer to the mncs than to the workers.

The multi-national corporations cast a giant shadow across Africa.
Moreover, as the official statement submitted by the Tanzanian
government to the Lusaka Non-Aligned Summit of 1970 concluded
its analysis of the multi-nationals' role in the world economy, their
'investments will not normally make the economy of the Third
World nation concerned any more self-reliant as long as the multinational retains its control. The satellite relationship will continue
to exist while questions of output, markets, technology, research
and management are determined by corporations which are basically
North American, West European, Japanese and South African.
From all this it becomes obvious that Third World countries need to
consider very carefully the potentialities and the dangers of multi* An earlier version of this paper was published under the title 'The
Political Economy of the Parastatals' in Eastern Africa Law Review
Vol 5 Nos 1 and 2, 1972; it was revised for publication in its present
form in late 1974.

national corporations'.1 At the most general level Tanzania's own
response to this reality has been equally clear. In discussing the
nationalizations which were attendant upon the promulgation of the
Arusha Declaration in 1967 President Julius Nyerere put the relevant
point succinctly:
The real ideological choice is between controlling the economy through
domestic private enterprise, or doing so through some state or other collective
institution. But although this is an ideological choice, it is extremely doubtful
whether it is a practical choice for an African nationalist... He will find that
the real choice is between foreign private ownership on the one hand and
local collective ownership on the other
Private investment in Africa means
overwhelming foreign private investment. A capitalistic economy means a
foreign dominated economy. These are the facts of the African situation. The
only way in which national control of the economy
can be achieved is
through the economic institutions of socialism.2

Nonetheless, as a wide range of experience in Third World countries
has amply demonstrated, mere 'nationalization' is not, in and of
itself, any guarantee of an effective check upon the multinationals
nor is state ownership and/or control a synonym for socialism. It is
necessary to examine critically the real impact of any attempt at
direct state involvement in the economy. For Tanzania this concern
dictates, in turn, an exploration of the parastatal sector, since that
sector provides the arena of such involvement by the Tanzanian
state. The burden of this paper thus becomes the presentation of a
'political economy of the parastatals' in Tanzania.
I The Parastatals
The term 'parastatals' is generally used to refer to those governmental organizations which fall outside the main lines of the
departmental and ministerial heirarchies and which have, in consequence, some measure of quasiautonomy in their day-to-day
activities (though of course all are ultimately tied into the centralized
decision making process). Moreover all of them function primarily
in spheres of active economic endeavour-production, commerce and
service—and most of them have been established since the Arusha
Declaration and the accompanying nationalization measures of
1967. Initially most of the companies nationalized, with the exception of finance, trading and sisal concerns, were placed under the
umbrella of the National Development Corporation (NDC) which
acted as a holding company and which rapidly developed into an
unwieldy conglomerate with interests in such diverse fields as beer,
cement, timber, textiles, cashew nuts, leather, curios, painting,
tourism, livestock, diamonds, publishing, meat packing, construction and estate agriculture. At the peak of its activities the NDC was
controlling about 40 subsidiaries and 25 associate companies.
All commercial banking in Tanzania was placed under the control of
the National Bank of Commerce, insurance under the National
Insurance Corporation and import export and wholesale business
was gradually, but never entirely centralised under the State Trading
Corporation (STC). The Tanzania Sisal Corporation took charge of
the nationalised sisal estates and canning and milling was placed
under the control of the National Milling Corporation. Parastatals
were also established in such service areas as audit, legal work,

housing, building design, shipping and road transport.
An important characteristic of all these corporations was their
highly centralised bureaucratic organisation. It could be argued that
this was necessary in their formative years and, indeed, the more
successful organisations like the National Bank of Commerce and
the Sisal Corporation have, over the years, progressively decentralised
decision-taking to branch/plant level with corresponding increases in
efficiency. But the NDC and the STC failed to do this and became
increasingly less capable of handling the huge volume of business
with which they had been entrusted. As a result of their growing
inefficiency and the sheer impossibility of their providing creative
and dynamic initiatives in their broad areas of 'specialisation' the
Government has, since 1972, gradually broken up these organisations and formed a number of small, more highly specialised,
parastatals. Thus the NDC has spawned The Tanzania Tourist
Corporation, the Tanzania Wood Industries Corporation, the
National Agricultural and Food Corporation, the National Textile
Corporation, the Tanzania Cashewnut Authority, the Tanzania
Livestock Authority, etc. Most of these have been established as
holding companies with shares in subsidiary or associate companies; i.e. as smaller, more specialised NDC's.
The STC,. whose performance was much worse than that of NDC
and which, at one time, was making huge losses, has been broken
down into independent Regional Trading Companies, serviced by
nine specialised import-export firms such as the Domestic
Appliances and Bicycles Company, the National Pharmaceutical
Company and the General Agricultural Products Export Company
etc. All these companies are planned, monitored and controlled
from above by a new Board of Internal Trade.
It is too early yet to assess the impact of these decentralisation
measures on the performance of the parastatals. Certainly the new
companies seem to be more successful than their predecessors in
terms of carrying out the important day to day functions of
ordering, producing and selling. Nevertheless we see little in the
new structure to warrant reassessing the views expressed below,
which were formed primarily with reference to the pre-dcccntralisation system.
What of the economic significance of these institutions? Official
statistics leave much to be desired but it appears that parastatals are
extremely important in certain key growth sectors of the economy
though of only moderate importance in terms of contribution to
total gross domestic product and as employers of labour. They arc,
above all else, important as generators and more especially as users
of the national surplus and in that way, of course, they are also
crucial to the process of defining the long-run shape and structure
of the economy.
In 1972 the contribution of the parastatal sector to monetary gross
Domestic Product was less than 12 per cent (Table 1). This low
proportion is largely because agriculture and commerce, the biggest

sectors of the economy, are still in private hands. Nevertheless the
parastatal sector has been growing steadily since 1967 when it
accounted for less than 10 per cent of a much smaller gross
Domestic Product and it is extremely important in the mining,
electricity, finance and manufacturing sectors and in estate
agriculture. In 1972 it was responsible for employing 80,000
workers or about 20 per cent of officially recorded non-casual
employment and accounted for about 25 per cent of the nation's
wage bill.
It is, however, in their contribution to national fixed capital formation that the real significance of parastatals lies. In the years
immediately following the Arusha Declaration parastatal investment activities were confined mainly to the building up of the pipe
line and road transport links with Zambia, most of the newly
formed parastatals being preoccupied with the task of establishing
workable operating systems. As the Zambia transport links were
completed, the share of parastatal interests in the total decline, reaching a trough in 1969. Since then this sector's capacity to initiate and
implement investment projects has grown rapidly. It now accounts
for 45 to 50 per cent of total national fixed capital formation and
dominates the more dynamic sectors of the economy (Table 2).
In general parastatals invest much more than they save and rely
heavily on foreign finance. For the financial year 1974/5 it is
planned that 45 per cent of all parastatal investment (Shs450
million out of Shs 1,000 million) will be financed directly from
overseas while a further 15 per cent will come from local investment
banks which receive most of their finance from abroad. Reinvested
surpluses will account for 24 per cent and transfers from the
Central Government Development Budget for about 16 per cent.
Dividend payments to Government (about Shs 100 million) are
approximately equal to six per cent of planned parastatal investments. So in effect the central Government is contributing, net,
about 10 per cent and the parastatals themselves about 30 per cent
of total parastatal finance.
Finally the parastatals are now the largest borrowing customers of
the commercial bank, accounting for over 60 per cent of total
credit outstanding (or for Shs 900 million out of a total of
<^>1,380 in June 1973). This pattern of investment financing,
has several important implications both for the way in which
parastatals conduct their business and for the possibility of their
being effectively controlled.
One half of our subject—'the parastatals'—being thus clarified it can
also be stressed at the outset that the notion introduced above of a
'political economy of the parastatals', is somewhat misleading. For
in order to investigate such institutions meaningfully we must really
confront the larger reality of the Tanzanian system as a whole. There
are some who would prefer, nonetheless, to discuss the parastatals
'in their own terms', but it is an underlying premise of this article
that any such attempt is almost invariably misleading. The elements
which comprise the totality of Tanzania's socio-economic system
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Table 1: Tanzania (Mainland) 1972: Value added by
Parastatal Sector
Shs.
(millions)

Commerce
Transport
Finance, Real estate and services

20
143
109
212*

Per cent of
total Monetary GDP
4.3
76.5
29.0
79.8
4.0
11.4
12.3
57.0

Total

903.0**

12.7

Agriculture
Mining
Manufacturing
Electricity and water

79

91
320
81

Construction

• Includes inputed service charges of banks.
** Excludes inputed service charges of banks.
Source: Computer from National Accounts of Tanzania 1964 to 1972
Bureau of Statistics: Dar cs Salaam, February 1974.

Table 2: Parastatals and Gross Fixed Capital Formation
1966 to 1973

1966
1967
1968
1969
1970
1971
1972
1973

Investment
by
Parastatals
Shs.M
91
283
241
165
659
1084
1186
1170

Total
national
Investment
Shs.M
910
1086
1182
1101
1879
2387
2308
2686

Parastatal
Investment
per cent Total
%
10.0
26.1
20.4
15.0
35.1
45.4
51.4
43.6

Source: National accounts of Tanzania 1964 to 1972 and Annual
Economic Survey 1974.

are in fact the major determinants of how the parastatals function.
What is really at stake, therefore, is a 'political economy of
Tanzania'.
Obviously, we cannot attempt to present a full analysis of the
political economy of Tanzania in this article. Our focus will remain
centred on the parastatals themselves. But the crucial relationships
which link the parastatals to their wider social, political and
economic context will remain as important to our concern as any
characteristics of the group of parastatals taken as a whole or of
individual parastatals viewed separately. Moreover it will be
apparent that this broader emphasis refers not merely to the relationships which exist between the parastatals and the formal governmental planning system. This is important, of course, and will
certainly claim our attention; indeed the costs and benefits of
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relative parastatal autonomy within the established framework of
bureaucratic decision making is a live question and a currently
changing feature in the Tanzanian situation. But it is still primarily
a question of the division of labour within the conventional
bureaucratic structures. There is a broader context beyond this to
which we must also refer the student of progress and performance
in the parastatal sector-to the realities of imperialism and
dependence, to the nature of the domestic class structure, and to
the characteristics of Tanzania's ideological and political accomplishments, all of which impinge upon the functioning of the
institutions immediately under review.
II Aspects of a Political Economy of Tanzania
In the sections which immediately follow the present one we shall
look directly at the functioning of the parastatals per se: in Section
III investigating the ways in which they both coordinate among
themselves and relate their activities to the broader apparatus of
bureaucratic decision making and control; in Section IV, exploring
the ways in which individual parastatals order and institutionalize
their own activities within the specific spheres assigned to them.
Naturally, in these two sections, we will pin-point those efforts
which are being made to streamline operations, train badly needed
personnel, and guarantee increased efficiency. But in both cases we
will also return to a similar, and essential point: short-falls in
performance are still to be understood more as a reflection of the
major contradictions which continue to characterize the overall
Tanzania system than as failures of organization, narrowly defined,
at either the sectoral or the enterprise level. Indeed, it is precisely
as weaknesses in the fields of bureaucratic coordination and
control, structural reorganization, and training begin to be overcome that the deeper contradictions which bedevil Tanzanian
socialism come more clearly to the fore. It will be the task of the
present section, therefore, to identify the nature of these
contradictions as briefly, even as baldly as possible, trusting that
their importance will be further clarified by the analysis of
subsequent sections.
The first relevant feature is Tanzania's continuing dependence on
the international capitalist system. The movement towards
'socialism and self-reliance' characteristic of policy making in the
post Arusha period has redefined this relationship in certain
important respects. Indeed the attendant sweeping nationalisation
gave the parastatal sector its central importance in the present
Tanzanian economy.
It is difficult to affirm unequivocally that this expanded state
control over economic surplus and over centres of economic
decision-making has always been used in ways most effective to
restructuring the economy. Too often the rhetoric of self-reliance
has not become the reality of a 'self-centred' economy, an
economy which would be based upon production for mass needs,
upon the movement towards indigenous manufacture of capital
goods, and upon the development of a locally based and wholly
relevant technological capacity. Too often 'the tyranny of the
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demand concept' has carried the day—the investment of surplus often
being directed first towards such immediately profitable domestic
spheres as luxury consumption goods and towards such immediately
effective earners of foreign exchange as tourism, rather than towards
structural transformation. These kinds of choices (made almost by
default, it would seem) characterize most centrally the workings of
the National Development Corporation, but the lack of a root-andbranch challenge to dependence must inevitably shape the activities
of most of the parastatals.
One must be circumspect about this: for example, some industries
are being established which do forge close links with agriculture, and
the need for a growing capital-goods sector is recognized in the
Second Five Year Han. But significant accomplishment in such
spheres is still much more randomly than systematically achieved.
The government seems, in fact, increasingly aware of this weakness—
the need for an 'industrial strategy' is also stressed in the Five Year
Plan and the phrase has been trotted out on a number of subsequent
occasions. And yet almost nothing has been done to remedy such a
defect and to spell out such a strategy. As a result decision-making
in the field of industrial development remains premissed on the
shopping-list approach: 385 'possible' projects for the Second-Year
Plan period! Under such circumstances, even if care is taken to
safeguard 'internal economies' on a project-by-project basis, the
choice between projects will almost inevitably be dictated as much
by short-term opportunity and accident as by more relevant criteria.
Moreover, as we shall see, even when increasingly successful efforts
(on the part of the Treasury, the Planning Ministry, or financial
institutions) are made to coordinate activity and plug projectplanning into a broader framework these efforts also break on the
reef of lack of principle and strategy; fully effective criteria for the
exercise of such critical control are, quite simply, lacking.
Moreover, it is into such a strategic vacuum that there rush the various
purveyors of 'soft options' which cumulatively forestall radical
structural transformation: those multinational-corporate wieldcrs of
'management agreement' and 'partnership' proposals about which
Shivji has correctly urged suspicion, those donors of what is,
measured against any broader criteria, very costly 'aid' (the
Canadian bakery, for example, and the Danish funded Mount Meru
Hotel), those 'advisors' of caution and convention, of which
Harvard's Development Advisory Service (recently called in to help
in the 'industrial strategy' field) is only the most odious. And, of
course, there are the home-grown guarantors of this pattern: the
national elite which mans, formally, the commanding heights of
the bureaucratic decision-making apparatus, for inevitably
Tanzania's class structure vitally affects parastatal performance.
The elite's situation is somewhat more equivocal in Tanzania than it
is elsewhere in Africa. A real struggle has begun to be waged for the
commitment to socialist goals of a growing proportion of this
'petty-bourgeoisie', and in the course of this struggle some real
sacrifices—in amour-propre, in privileged access to surpluses and in
private sector economic aggrandizement—have been extracted from
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them. Obviously some of these changes can only serve to facilitate
socialist economic development: thus income redistribution begins
to undermine some of the logic of luxury good production, for
example. Moreover, it might be hoped that the Tanzanian emphasis
on activating 'workers and peasants' to underpin and push forward
progressive demands and policies will ultimately transform even
more of the texture of the inherited system. Yet in the short-run it
can hardly be said that most members of the elite have fully and
actively engaged themselves in the task of socialist construction.
Their continuing lack of a fully realized capacity for socialist
creativity remains a major weakness.
Partly this is a matter of self-interest, partly of cultural set. Thus
further, more genuine, sacrifice is not readily elicited, nor is
further, more radical, transformation easily sanctioned. From the
standpoint of bureaucratic incumbents (including those in the
parastatal sector), whose paternalistic and hierarchical styles of
work have not altered much since Independence, the latter process
is particularly unpredictable and worrisome. Reference to the
Chinese experience and the insights of 'Maoist economies', for
example, conjures up for them images of a release of human
energies which may not be easily channeled along established
grooves; much safer to ride the existing system unadventurously.
And a variety of inherited theoretical constructs are ready to hand
which can serve to rationalize these tendencies. Conventional
wisdom about development, albeit bent by the impact of the
Antsha Development and by 'socialism and self-reliance', reasserts
itself more subtly in the bowels of the policy-making process: the
'necessity' of aid, the (unequivocal and neutral) 'superiority' of
western technology and management systems, the priority of
'efficiency', narrowly and technocratically conceived, over radical
risk and the release of human energies referred to as a possibility
above. Concrete socialist programmes, of necessity the end point
of creative but laborious, day-to-day planning and implementation,
only spring with difficulty from such infertile soil.
The creative terms of the Tanzanian socialist equation have most
often lain elsewhere in any case—in certain features of the
country's political and ideological development which seem
almost to defy the logic of the objective conditions within which
they have emerged. A political leadership has surfaced— the party
(TANU), the President (Nyerere)-which has managed both to
exemplify unity and to link its destinies to the needs of the masses
in ways almost unknown elsewhere on the continent. And a
distinctive ideology—extrapolating and consolidating the most
progressive tendencies of the nationalist moment, suspicious of
imperialism in at least some of its guises and caustic towards many
of the pretensions of Africa's new elites, confident of the creative
potential of the mass of the African population—also came to
power with this leadership.
These factors have been crucial. It is Tanzania's progressive
constellation of 'organization and ideology' which has pushed
imperialism and the locally privileged as far as they have had to go
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in order to accommodate to the imperatives of Tanzanian socialism.
But, as we have been noting, the latter goal has not yet been reached
and indeed many of the most subtle barriers to socialist reconstruction remain to be smashed. It is when confronted with such tasks
that the more equivocal aspects of organizational and ideological
factors in Tanzania have become apparent. These features have
begun to present themselves as weaknesses which remain to be overcome. Thus an ideology which is merely 'suspicious' of imperialism
(in a manner sometimes little more than the obverse of its parallel
suspicions of the socialist camp!) is probably not a wholly adequate
key to understanding the present-day ramifications of the historicallydefined relationship of dependence. Tanzania lacks, in effect, a
theory of imperialism. Similarly, it has been argued by some
observers that an insufficiently forceful emphasis on the contradictions which continue to characterize the relationship between
privileged domestic classes and the 'workers and peasants' has also
blurred the possibilities for progressive advance; such observers
have therefore pin-pointed the leadership's failure to confront
adequately the realities of class struggle as another crucial ideological weakness.4
For our purposes it is important to note an important corollary to
such a set of arguments: that these very weaknesses at the ideological level help to forestall the definition of a coherent radical
strategy for development and industrialization. A 'major road-block
to progress still appears to lie precisely at the point where technical
calculation begins to shade over into divergent ideological perceptions, into fundamentally different problematics, as to the very
nature of underdevelopment and the strategic imperatives which
that reality suggests'.5 Moreover, this discussion carried us into the
organizational sphere. For, as noted above, the party has been the
bearer of the positive ideological impetus in Tanzania. Necessarily it
also exemplifies many of the weaknesses we are now discussing. In
addition, it has remained an institution capable of directing the
system only on the most general plane. TANU has never developed
the capacity continuously to concretize goals and in that way both
guide the bureaucracy and hold it effectively to account. Similarly,
while it has certainly embodied many of the best instincts and most
genuine interests of the masses, the party has been less successful in
developing the organizational capacity and methods of political
work which would guarantee the mobilization and self-expression of
an active, highly-conscious and militant mass base for Tanzanian
socialism. However, it is also eminently clear that any progress
which Tanzania makes in these spheres of ideological elaboration
and organizational creativity can be expected to affect the
functioning of the parastatals in dramatic ways.
There will be differences of opinion about how much of this kind of
progress is really possible. Thus for instance Shivji has subjected the
dominant elements in Tanzania to root-and-branch kinds of
criticism and has interpreted even the 'socialist' impulse itself as a
startlingly self-interested expression of petty-bourgeois hegemony.
We are more prone to grant credence to the reality of a struggle
within the petty-bourgeois stratum over the direction of development
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and over the kind of role which popular forces will be encouraged
to play in the society, but would nonetheless raise doubts about the
capacity of the state which has crystallized in Tanzania to remain a
progressive instrument in the longer run, whatever the positive
implications of some of its involvements in the economy to date.
Needless to say we cannot hope to exhaust such a vital and comprehensive debate about the nature of Tanzanian socialism and its
future prospects in this paper. Nonetheless, we will return briefly
to some of these questions in Section V, after a closer look in the
next two sections, at the parastatals themselves.
HI The Planning and Control of Parastatals
We have seen that the importance of the parastatals lies not so much
in their share of total national production as in the generation and,
more especially, in the use of investible surpluses. As noted earlier
their current activities will therefore be crucial in shaping the future
economic structure of Tanzania, and in determining the speed and
nature of the development of the whole economy. For that reason
their activities must be carefully planned and controlled to ensure
their maximum contribution to the socialist transformation of the
economy. But while some progress has been made, the integration
of the parastatals into the planning system has not proved an easy
task. There are several reasons for this. To begin with, the planning
system itself was not set up to deal with a large publicly owned
modern sector and has experienced difficulty in accommodating it.
Secondly, the parastatals themselves have not found it easy to plan
and have often both resented and resisted the discipline that
effective planning and control entail. Thirdly, there has so far been
a failure to chart out a long term national development strategy into
which parastatal activities should fit and against which their
policies and performances could, in consequence, be judged. These
difficulties arc to some extent technical and mechanical ones and
are slowly being tackled but in addition, they also reflect basic
ideological problems of a more intractable character.
Before the Arusha Declaration planning in Tanzania was of a loose,
indicative, nature. Planning of the directly productive sector was
virtually non-existent because this sector was almost entirely privately
owned. What passed for planning was therefore simply the
'guesstimation' of how much government thought this sector might
produce, save, invest, and import. At the same time central
government activities which were carefully budgeted for were
almost equally unplanned for there was little detailed scrutiny of
projects at the appraisal, implementation or follow-up stages and no
clear investment criteria by which to rank and select projects. The
budget and the financial process therefore, dominated the so
called 'planning process'. As a result the planning ministry was most
ineffective especially since it did not control the purse strings.
There was insufficient time after the Arusha Declaration to achieve
any fundamental improvements in public sector planning which
could be embodied in the Second Five Year Plan. The result was
that parastatal plans consisted of lists of projects-unappraised, uncoordinated and with no indication of detailed sources of finance.
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Even where more information was forthcoming there was for many
years a reluctance on the part of parastatals to make this available
to the Planning Ministry and there was no machinery for ensuring
that such information would flow to the centre. The reluctance
stemmed partly from a lack of clarity in the delineation of
responsibilities between parastatal boards of directors and the
other planning bodies—the sectoral ministries, Devplan and
Treasury-and partly from a failure on the part of parastatal
management to appreciate the importance of planning. Until
recently the management of parastatals often resented outside
'interference' in the running of their firms and since they had no
clear-cut national plans to follow, nor any serious shortages of
finance, they were able for some time, to withstand pressures from
the planning machinery. The inadequate coverage of the parastatals
in the Second Five Year Plan provided the justification for parastatals to resist later attempts to incorporate their activities into the
planning machinery itself.
It should also be pointed out that neither Devplan nor the sectoral
ministries have had sufficient skilled manpower to allow careful
scrutiny of parastatal activities so that parastatals have complained,
with some justification, of bureaucratic delays in their dealings with
them. Sectoral ministries in particular have failed to build up cadres
of competent staff and have as a result been ineffective in their
dealings with the more dynamic and efficient parastatals.
In addition, parastatals themselves have been loath to plan. The very
idea of planning has and still is alien to the managements of most
enterprises who, as is shown below, are hired from western firms and,
in some cases, from the very firms that were nationalized. It is not
easy to change work systems that have for so long been geared to
anarchic 'laissez-faire' business principles. It is even more difficult to
change one's approach to—in effect, the ideology—upon which such
systems rest. As we shall see it was a minor financial crisis at the
national level which strengthened the hand of the planners and
forced parastatals, reluctantly and so far with only moderate success,
to plan their activities.
Even now there is still some confusion over the function of enterprise
plans. Some parastatals view the preparation of annual plans and
budgets as pure management control tools for internal consumption
rather than as essential components of national planning. Thus,
enterprise plans for the NDC subsidiaries are sent to NDC headquarters where they are reviewed 'for completeness, accuracy, internal
consistency, format, adherence to policies procedures, etc. When the
review is completed, the plans are sent back to individual companies accompanied by comments. Then the final plans are presented
to the company board of directors for approval and to NDC headquarters for information. When approved, the plans are ready to be
integrated into one overall NDC Plan which is presented to the NDC
Board of Directors for approval'. But this plan appears to be drawn
up after the Annual Plan rather than forming, as we would expect, an
integral part of the national plan. Indeed, NDC give the impression
that once their overall plan is approved by the Board that is the end
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of the process, and they speak of planning solely in terms of being 'a
major management tool in the NDC'.6 While this is an important
function of enterprise plans it must not be allowed to remain the sole
one. The real difference between economic anarchy under capitalism
and economic order under socialism lies not in the fact that enterprises plan in the latter but not in the former, for capitalist enterprises have been planning for years. Rather it lies in the coordination
of enterprise plans and the subservience of the individual plan to the
nationally determined performance targets. That this is not the case
so far in Tanzania seems to be a reflection of the 'capital budget'
orientation of annual planning and a failure to extend planning to
production or even recurrent spending in the modern sector. This
deficiency is, however, widely recognized. The Minister for Finance
has observed that 'Parastatal budgets-recurrent as well as capital,
cash flow as well as profit and loss—must come to be at the central
core of National Planning. To date this is only partly true of their
capital budgets, and almost not at all of their recurrent. Yet until it
is true we are not really planning for production nor for overall
efficiency in resource use very much better than we were prior to
1966 when we tried to run a national capital budgetary and planning exercise which took no serious account of recurrent revenue
and expenditure or their cost benefit efficiency'.7
Underlying the technical problems oflearning how to plan operations and the mechanical problem of building up the planning
system and defining relations within it, has been the much more
serious problem of the lack of a clear cut national development
strategy which, in turn, has made the technical and mechanical
problems that much more insurmountable. Such a strategy requires
a consensus of opinion as to the nature and causes of underdevelopment and on the type of society that Tanzania wishes to create, for
only when there is agreement on these fundamentals will it be
possible to identify development paths which are both feasible and
desirable. These are therefore very much ideological questions over
which there appears to be significant disagreement. In 1971, for
instance, there were two quite conflicting statements from ministers
about the desirable future role of the external sector in Tanzania's
development—one calling for an inward-looking strategy the other
for expanded exports of primary commodities. Clearly, until such
issues are resolved, including the time span over which changes are
to take place, there can be no unambiguous guidelines for parastata!s-or any other public sector investor-to follow. This then
opens the way for considerable dispute between the government
planners and the parastatals for, as the General Manager of the
NDC has complained:
If Party policy is defined in broad terms and if responsibility lines between
the civil service and parastatals are indistinctly drawn, serious clashes over
interpretation of Party policy will develop when practical cases are examined
in the light of that policy... in several cases in the past,
we have been blamed
for misinterpreting Government and Party policies.8

What is worse, in the absence of a clearly defined strategy for the
socialist transformation of Tanzania there have been no rational
criteria by which public sector investment and other spending
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decisions could be assessed. Parastatals have therefore cither behaved
in exactly the same manner as their private enterprise forerunners or
have attempted to draw up their own criteria. Recently the Planning
Ministry itself confessed that parastatals 'remain so far largely outside attempts at socialist planning of the economy; investment decisions are made in essentially the same way as in the private sector of
an unplanned economy.' 9 At the end of 1971 NDC made the following revealing statement:
as the government develops an industrial strategy to ensure that industrialization follows a socialist pattern, and as NDC and other institutions implement
this strategy. . . 1 0

which simultaneously raises the question of, and provides the answer
to, how parastatal decisions have been taken since the Arusha
Declaration. The need for strategy is most seriously felt in the
industrial sphere where the dilemma has been summed up in the
following terms:
If you put together all the industrial investment figures of the plan where
NDC's name is mentioned, you will come up with an astonishing figure of
Shs. 1,300 million. You may say that these 93 industrial projects contained in
the plan constitute a marvellous action programme for the NDC. Unfortunately, apparently no one was seriously aware of the critical deficiencies in the
plan which made it manifestly inadequate as an action programme... the plan
as a whole is overestimated by about 30 per cent as far as financial resources
are concerned and also overestimated by about 30 per cent as tar as market
capacity is concerned. Without details as to which projects are affected by
these overestimations of financial resources and market capacity, the
individual industrial projects listed become surrounded by a veil of uncertainty
What should be taken now, therefore, as an official guideline in
the formulation of our industrialization policies? ' *

In fact, strictly speaking, and as Mramba and Mwansasu have
pointed out, an industrial strategy for the Second Five Year Plan
was actually announced in 1969 by the minister responsible. This
aimed to achieve:
(a) an increase in per capita income.
(b) an increase in the rate of industrial income.
(c) an increase in the rate of growth of industrial development.
(d) an increase in technical knowledge.
(e) in increase in capital investment in the rural areas and in
Ujamaa villages.
(f)
an increase in import substitution.
(g) an increase in export of our manufactured goods.
(h) an increase in employment.
(i)
an increase in the quality of labour force.
(j)
an increase in industrial contribution to regional development
and a decrease in disparity between income in different
regions.
(k) an increase in the efficiency of firms.
(1)
an increase in utilisation of domestic raw materials,
(m) laying the foundation of heavy industry-especially coal, iron
and steel.
A similar list of aims was published in 1971/72 but this time with the

addition of the need for large scale manufacturing plants to take
advantage of economies of scale. It is clear that such a crude but
comprehensive listing of objectives could be used to justify almost
any conceivable project but is useless in terms of specifying in
concrete terms, what the Tanzanian industrial sector should look
like in several years time and what its contribution to the economy
and to socialist aspirations generally should be. It is therefore not
surprising that a shopping list approach to planning ensued and it
says little for NDC that it 'has attempted to formulate its investment strategy within the framework of the plan and the (above)
Ministerial policies'. 12
The same problem is encountered in other sectors. Criticism has
been levelled at NAFCO projects in the Second Five Year Plan most
of which were entered there with little background preparation or
justification in terms of overall socialist strategy. NAFCO therefore
operates with no clear-cut guidelines on such important issues as
what its producer prices are designed to achieve vis-a-vis its own
surpluses and peasant income levels, what choice of technique it
should adopt and what value it should place on saving or earning
foreign exchange. Lack of strategy has further resulted in questionable investments by state financial institutions.
In fact, as the above government statement claims, most parastatals
have used commercial profitability—discounted cash flow*—as their
investment yardstick. Little thought seems to have been given to the
appropriateness of this technique in the Tanzanian context. It is however, apparent that in a situation of high protective tariffs or hidden
subsidies and monopolistic market structures in which many small
disorganised buyers or sellers must deal with large parastatal firms,
often on a contractual basis, the use of DCF will almost inevitably
give results which have little meaning in social terms and can be used
to justify almost any project. In addition, this measure of desirability
favours 'building on the best' to use Gurley's expression, which
summarises the way in which the logic of internal and external
economies** perpetuates and magnifies inequalities of wealth and
opportunity at the personal, regional or national level. 13
Tanzania's urban policy is a recognition of this danger and an
attempt to restore regional balance to the economy. But even this is
a partial attempt since the moving of industry away from Dar es
Salaam to upcountry towns does not in itself constitute regional
•Discounted cash flow is widely regarded as a more accurate profit measurement than accountancy measures. It is a cash flow concept and it weights
future cash receipts and expenditure by an interest factor—the time value of
money to the capitalist/investor. The decision to invest is taken if discounted
cash returns to an investment are large enough to cover discounted cash outlays on fixed assets working capital and operating expenses-the discount
factor employed being the return on capital available elsewhere.
"Internal economies of scale refer to the unit cost reduction and hence
profit increases that result from increasing the size of the firm while external
economies are unit cost reductions resulting from locating forms in areas
already well served with infrastructure and other firms. Both these types of
economy militate against geographical plant dispersion, the former by raising
the minimum plant size the latter by forming geographical concentration of
activities.
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planning but simply one small aspect of it. There is still a need for
comprehensive regional plans but again these pre-suppose the
existence of a national development strategy.
Public investment decisions should therefore be based on criteria
which put social considerations very much to the fore and not
simply on DCF, which, while having serious social and political
implications, does not explicity recognise any objectives other than
profit maximization. Such criteria can only be derived once the
Government has decided precisely how best the economy should
develop in future if socialist goals are to be achieved. Attempts by
parastatals to develop their own criteria, however well-intentioned,
can be no substitute for nationally agreed ends and means.
Mramba and Mwansasu claim that the NDC does in fact consider a
number of different criteria before investing. These are broken down
into primary criteria which must be satisfied by all projects and
secondary criteria which must be considered for all projects. The
primary criteria are:
(a)
Profitability.
(b) National Cost/Benefit.
(c) Foreign Exchange Effects
while the secondary criteria are ranked in the following order of
importance:
(a) Employment
(b) Location
(c) Industrial Linkage
(d) Budgetary Impact
(e) Investible Surplus
It is immediately apparent that as operational guidelines these criteria
are of little value. In what way can primary criterion (a) be said to
differ from secondary criterion (e) assuming the NDC's prime
objective is NOT to maximize profit outflow overseas? What meaning
can be attached to national cost/benefit if it is not commercial profitability adjusted for the social valuation of foreign exchange effects,
employment, linkage, location and budgetary effects? The secondary
criteria are therefore implicit in primary criterion (b). Furthermore
how much weight is to be attached, in money terms, to the 'social'
considerations? As Penrose has put it:
In weighing these criteria in any given case the difficulty of course lies in the
nature of the 'trade-off; how much to sacrifice employment to improve
industrial linkages, or location to increase investible surplus, etc. 1 4

But this is not a difficulty which can be resolved at the level of the
individual parastatal; the weight to be attached to each criterion
must be determined nationally and applied uniformly to all investment decisions in the economy. The real power of such criteria in the
planning process lies in their being used to rank alternative projects
in a consistent manner and this cannot be done if the weights are not
specified or if each investing body is applying a different set of
weights.
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So far the Planning Ministry and the sectoral ministries have failed to
produce investment, or more generally, spending criteria of any sort.
Parastatals have therefore been left to analyse projects as best they
could. As a result there has been little if any ranking of projects •
within parastatals and almost no ranking of projects between parastatals and government. The allocation of resources has therefore
been extremely arbitrary and if any criterion has been used at all it
has been that of commercial profitability. The situation is, however,
changing and the recent budget and balance of payments problems
have been instrumental in bringing about a greater concern for the
way in which investment allocations are made; but even now this
concern has not gone as far as the formulation of national investment criteria. Indeed, since such criteria must be derived from
national development strategies their formulation awaits the tackling
of this much larger problem.
What makes the lack of national investment strategies and criteria
doubly serious is the manner in which many projects seem to
originate in Tanzania. Often the initiative comes not from the
parastatal itself, but from foreign machinery salesmen. The
persuasiveness of these characters in pushing dubious projects on
to parastatal managements which in addition to having no clear
investment guidelines often suffer from a lack of competent staff,
necessitates extremely careful control over parastatal affairs by
ministerial planning bodies. The irony, is, however, that in the present situation the scope of 'control' is limited to avoidance of the
worst abuses, for effective control presupposes meaningful planning
of activities and, without this, control operates in a vacuum. Until
the parastatals are effectively integrated into the planning system and
until the fundamental problems of strategy and criteria have been
resolved there will be severe limitations on the meaningfulness of
the formal control system.
This formal system is described elsewhere by Carvalho. He neglects
the growth in the importance of the state, and of central, commercial and investments banks since 1967 in the control of parastatal but otherwise presents a reasonably, comprehensive picture.
The major weakness in his presentation is, however, a failure to
differentiate between the formal legal and administrative controls,
and the effectiveness of such controls in practice. For instance,
Carvalho argues that the activities of foreign management agents
arc controlled by the boards of directors of parastatals. 'It is
through the budgetary control that the main control lies. Any
deviation from the approved budget warrants an explanation from
the managing agent.'' * The formal mechanism is clear, but the
financial year 1971/72 was the first one in which NDC companies
were required to draw up budgets and only 30 out of 39 attempted
it. Acute shortages of skilled accountants and finance staff are
common in NDC group companies and other parastatals so that even
where budgets are prepared they are often incomplete, late or inadequate and the reporting on the progress of implementing a budget
and follow up action to rectify deviations from the budget leave even
more to be desired. But even if efficient budgeting existed, as it most
certainly will in the near future, there is still a large question mark

over the ability of boards effectively to control foreign management.
Packard, for instance, argues that 'for the most part, the members of
boards are civil servants. Their experience, together with their
attitudes, militates against too detailed questioning or understanding
of management... The most likely result is that review of management actions by the board of directors will be perfunctory, so that •
the board in effect abdicates any responsibility for shaping the
operations and development of the enterprise'. 16
The decision taking powers of boards of directors or, if one accepts
Packard's arguments, of parastatal management, have in fact been
severely curtailed in recent years. Uniform terms and conditions of
employment and a national incomes policy have limited their
ability to fix wages and salaries and to compete for staff; the products of several parastatals are subject to national price control; and
the investment and day to day expenditure decisions of parastatals
are being scrutinized increasingly by the banks which also dictate
overseas profit remittance rates. Management agreements are now
carefully screened by Devplan and the banking system.
The recent credit squeeze has been accompanied by a growing
concern over the lack of control over parastatal decisions. In 1970
the Planning Ministry complained that 'there are serious data
deficiencies that limit the forward planning, particularly financial
planning, of several parastatals... we have inadequate knowledge of
sources of finance for that sector, such as the need for borrowing
from banking institutions. Parastatal external borrowing also
remains partly autonomous and very little is known in the aggregate
about the generation and uses of funds by parastatals including their
subsidiaries.'17 With the growing sophistication of the finance and
credit plan this problem is less acute than it used to be but it still
remains. In the last budget the Minister for Finance argued that; 'In a
situation where there are conflicting claims for available resources,
the retention of surpluses by parastatals does not necessarily ensure
that resources are channelled to the priority areas according to
national requirements... The object should be to ensure that each
operational unit must justify its demands for retention of surpluses
on the basis of its operating and capital programme and in the
context of national requirements.
He then went on to announce
that in future all parastatal surpluses would be compulsorily paid
into a centrally administered common pool 'out of which allocations will be made according to concrete approved programmes'.
This measure would have given the Treasury complete control over
declared parastatal surpluses but, in fact, the pool idea has never
been fully implemented, most of the surplus being retained for reinvestment by the parastatals. It has now been superseded by the
establishment of special production development funds to be
financed by taxes on the commodities in question and by surpluses
from the parastatals involved. Permission to draw on the fund is
required from Treasury but the revenues and the expenditures
involved will no longer find reflection in the central Government
Budget. It is difficult to see just what extra bureaucratic efficiency
or control this measure is likely to achieve, although clearly if the
annual financial plan were operating as it should such separate funds,

which have the undesirable feature of introducing rigidity into
public sector financing by earmarking specific sources of tax
revenue for specific commodity development, would not be
required.
Nevertheless it is clear that the financial plan and the special funds
both reflect the concern of the Government to improve investment
planning. In future this will need to be accompanied by a tightening
of controls over recurrent spending to ensure that declared surpluses
are, as near as possible, at an optimal level. But as the formal
machinery of control is steadily improved the need for the careful
definition of strategies will be felt even more acutely. Until the
development policies and goals of government itself are defined
more clearly there will always be ambiguity over what parastatals
are supposed to be doing and therefore doubts as to what the
control mechanism is designed to achieve.
IV Management and Management Systems
The nationalization of the major, modern sector means of production in Tanzania was not accompanied by a complete break with
western capitalism. On the contrary, 'full and fair' compensation was
offered to all former owners specifically to avoid such a break and
only in a few isolated instances was deadlock reached in compensation negotiations. New parastatal investments continue to rely
heavily on foreign borrowing and/or foreign minority share participation and foreign companies aggressively sell 'projects' in the form of
machinery and equipment to parastatals. But it is in the field of
management—in terms of both personnel and systems—that the
influence of western capitalism is still all-pervasive. In many
instances the former foreign owners of enterprises have entered into
management agreements with the Government or the parastatal
holding companies—in other cases new management partners have
been found, almost without exception from western capitalist
countries. In addition, extensive use has been made of foreign management consultants for the introduction of new management control
systems in the parastatal sector and, finally, parastatals turn almost
exclusively to western business schools and companies for the training of management personnel.
There is therefore a firm belief in the 'neutrality' of managementthat management systems are capable of universal application regardless of the socio-political and the ideological basis of the economic
System. Even the recent provision for more effective workers
participation, a bold move which has its roots in a genuine concern
by TANU to eradicate the obvious alienation of labour in the parastatal sector and which we shall examine in much more detail in the
next section, is not regarded as posing any fundamental threat to
the inherited management systems.
It is generally felt that this new policy can be accommodated with
only marginal adjustments by management, and yet as we shall see
in Section V, there are already clear indications that effective
workers' participation and orthodox western management systems
are incompatible. Western management systems are unquestionably
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elitist and extremely hierarchical. Management tends to be remote
from the workers and to rule by decree. Workers' participation is
rigidly circumscribed and, outside of negotiations concerning
material rewards (conceived of in very narrow terms), is limited in
such a way that it does not interfere seriously with management's
discretion over all major decisions. The western management style
would also seem to be at odds with Tanzania's socialist aspirations
in a myriad of other ways. High salaries, fringe benefits and expense
account living; heavy reliance on advertising frequently with appeals
to sexism and the superiority of'bourgeois' life-styles and consumption patterns; liberal use of'public relations' personnel as protective cocoons to hide the truth from the public; maintenance of
rigid specialization so that workers gain proficiency in only one or
two monotonous repetitive activities; an acute sensitivity to matters
of profit and loss and an acute insensitivity to the implication of
their activities for society at large—these are but a few obvious
examples; there are many other, perhaps not so obvious, ways in
which western management systems and practices might be open to
question.
Management systems are not, therefore, ideologically neutral and
hence the wholesale importation of western capitalist management
systems into Tanzania should be viewed with concern. The extensive
use of the purveyors of these systems—western management consultants and in particular the American company, Mckinsey—is an
even more bewildering aspect of Tanzania's policy in the public .
sector. Mckinsey have been given contracts to set up management and
control systems for NDC, STC and Kast African Harbours Corporation (as well as being given the much more important responsibility
of setting up the new machienry for the decentralization of government activities). Other western consultants have been active in
parastatals, and they have come in for heavy criticism in Tanzania.
They are extremely expensive, stay for very short periods of time and
frequently use Tanzania as a training ground for young staff fresh
out of business school. They have obtained access to information
denied even to many senior Tanzanians and their views tend to be
given much more weight than those of people who have worked for
years in the local situation-indeed it is often asserted that they
charge high fees in part so that their advice will be regarded as preeminent.
No one has seriously questioned the appropriateness of the experience
and training of such consultants as Mckinsey and hence of the
particular type of advice that they have given. Indeed their work
would have to be analyzed in detail for this to be possible and, for
the most part, their manuals and recommendations are confidential.
There are, however, sufficient grounds for doubts about their
possible long run contribution to socialist development, given the
nature of their training, their extensive involvement in helping
organise such pillars of western capitalism as the Bank of England,
I.C.I., Shell and Dunlop, their conception of what constitutes
efficient management and the political conservatism of their staff.
Mckinsey have, for instance, been severely criticized in Britain and
America for their 'known distaste for any kind of committee work

and (their) tendency to see individuals as little more than statistics in
a balance sheet.' 19 It is pertinent to ask, therefore, how useful they
could possibly be in drawing up systems designed to break down
worker alienation and to build up worker participation in management.
Even more telling is the fact that Mckinsey's staff are judged to be
politically conservative by the very business circle that they serve'their style of dress is strictly on the conservative side. So are the
politics of Mckinsey consultants, most of them in their early '30s,
many with business school degrees and all frighteningly intelligent.
The Company could never conceive of a super management whizzkid with strong left-wing views... It just could not think of the two
going together'. But it is not the reactionary politics of Mckinsey
staff that worries some elements of the business community in
Britain and America (although it should be a cause for grave concern
in Tanzania); rather it is that Mckinsey and other consultants have a
great deal of power with little or no responsibility and that it is
almost impossible, in practice, to gauge the impact of their advice
on a company's subsequent performance. This is of great relevance
in Tanzania where the State Trading Corporation proved to be a
costly failure after Mckinsey had been heavily involved in setting up
management and control systems.
This corporation has now been completely reorganised and decentralised and one is left wondering whether this was necessary
because of or in spite of Mckinsey's involvement. The very least we
can say is that the centralised accounting and stock control systems,
both with a heavy emphasis on computerisation that Mckinsey
advocated proved to be totally inappropriate to the situation and
broke down.
In defence of consultants against some of the above criticisms and
doubts, Mramba and Mwansasu argue that 'anyone who has had
experience with (consultants) would know that their recommendations arc not imposed on their principal and that their job is only to
offer a possible solution to the organization'. This is true in theory,
but in reality, one wonders how much detailed scrutiny of proposals
one can expect from part-time overworked and frequently nontechnocratic boards of directors, what alternatives they can be
expected to perceive, and how critical they are likely to be having
taken the decision to spend so much on consultancy services.
It is, therefore, our belief that too much confidence is placed in
overseas consultants and far too little confidence in the ability of
parastatal management and workers to set up their own systems and
to solve their own problems. Several of the more successful parastatals such as the banks, the Sisal Corporation and the Milling
Corporation have managed very well without the services of foreign
consultants and have made only minimal use of foreign management
personnel. The TSC has significantly increased efficiency in the production of sisal since 1967, has cut back expatriate staff to a mere
handful, has been extremely successful in developing Tanzanian
talent from within the corporation and has excellent worker/
manager relations. It also managed to earn a cash surplus between
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1970 and 1973 in spite of very low world sisal prices. If any form of
foreign exchange shadow pricing were in operation it would undoubtedly have been seen as one of the most 'profitable' companies
(as it is, now that sisal prices are at record levels) although it has
always maintained a low-key approach to publicity and hence is
regarded as a 'poor relation' compared with the more 'glamorous'
publicity oriented (but much less successful) parastatals. Apart
from giving security of employment to its workers when world
prices slumped (it employs about a fifth of total parastatal employees) the corporation also prudently invested both in sisal, to
give Tanzania a reduced but nevertheless still dominant share of
world production of this crop in future, and in a variety of diversification programmes mainly in food production.
The banks and the NMC are also generally well organised, their
senior posts are Tanzanianized, they have forward looking manpower
development programmes and, on the whole, have been very innovative in extending and diversifying their activities. In short, these
parastatals have set up their own systems, have good worker/manager
relations and, even if this is no sure guarantee of their having a
clearer ideological perspective than other institutions, they have at
least succeeded in reducing significantly their dependence on foreign
manpower.*
Foreign management is usually part and parcel of package deals
involving machinery and raw material supplies, product purchases,
and loan or equity participation by foreign manufacturers. The terms
on which foreign participation takes place are usually specified in a
management agreement—a legal contract between the parties involved. These agreements have attracted a good deal of hostile criticism
in recent years largely because parastatal managers insist on keeping
them secret and because the ones that have leaked out have done so
only after it had become clear that something was drastically wrong
in the way the projects were being managed. There is therefore an
unhealthy suspicion that parastatals have something to hide in not
"This is not to say that these institutions have been free from the practices of
managerial capitalist orthodoxy. The NMC for instance has been responsible
for a bakery project in Dar es Salaam which, when judged by all standards
except those of commercial profit for the NMC and more especially, for the
Canadian supplier of the machinery, is a disaster. It cost Shs. 17.4 million, or
about Shs. 12 million more than the cost of building 10 small traditional type
bakeries with the same total production capacity. It has a very high foreign
exchange content and will have the effect of considerably reducing employment in the bakery industry. The capital cost per job in the semi-automated
bakery is estimated at Shs. 300,000 compared with only Shs. 15,000 in the
traditional type bakeries and the demands upon highly skilled manpower are
much greater. The bakery will soon supply half the Dar es Salaam market but
the entire output is processed through only one oven so that in theevent of
technical problems there would be tremendous shortages of bread in the
capital. The project is financed by Canadian aid and was approved in spite of
opposition at several levels of the appraisal procedure.
In the case of the banks, the NBC was severely criticised in 1971 for paying
the same percentage bonus to all staff regardless of salary grade so that top
management received many times the amount paid to the more lowly paid
employees. The Party directed that those earning Shs 1,000 per
month should repay the bonus.

publishing details of the agreements. Such suspicions are not, of course,
allayed by the almost pathological insistence by those involved that bygones be by-gones, that old agreements should not be re-examined lest,
curiously enough, this should cost Tanzania 'millions of shillings'.20
One would have thought, on the basis of published information about
two such agreements, Kilimanjaro Hotel and MECCO Construction
Company, that there were possibilities of substantial savings from the
re-examination of old management agreements.
Furthermore the experience in these two cases indicates that the training of Tanzanians is not treated as a priority by the foreign partners so
there is a real danger that what was intended as short term assistance
might easily become a permanent arrangement. In spite of what was
stated in the formal agreements to which they were party, the training
obligation was almost ignored by the foreign managing agents of
Kilimanjaro Hotel and MECCO. What little has been revealed to the
public does not, therefore, inspire confidence in the bargaining abilities
of those responsible locally nor in the integrity or usefulness of foreign
partners. The adverse publicity surrounding the two published agreements did, however, have some beneficial effects. There has since been a
considerable tightening up of control over the terms of new agreements
by Devplan and the Bank of Tanzania so that the worst excesses of the
past are not likely to be repeated. Nonetheless, while this is yet one
more instance of improvement in the mechanics of parastatal control,
there is still the failure to confront the basic ideological problem underlying all such agreements—that of how far socialism can be built with
western management personnel and systems.
All too often the justification for reliance on western management is
couched in terms of simple technological determinism. It is argued that
Tanzania is dependent upon western companies for the supply of
modern technology and does not have the personnel with sufficient
technical skills to man the machinery purchased; therefore Tanzania
must also seek managers from the company supplying the technology.
This argument which is advocated by Carvalho in the article cited
above is frequently part of a broader argument which treats the
problem of underdevelopment in similar deterministic fashion, claiming
that the predominance of modern technology in the developed world
and its relative absence in underdeveloped countries is the real causal
factor underlying the disparity in the level of productive forces
between rich and poor. This more general argument, still popular in
conservative western circles, has been convincingly refuted by some
Marxist economists who argue that it was the exploitative character of
imperialism and of neo-colonialism which created and continues to
consolidate 'underdevelopment', and that the technology gap is itself
a product of this exploitation, so that simple technological transfers
will not close the gap until these more fundamental exploitative ties
have been severed. Related to this theme is Shivji's argument that
nationalization is, by itself, insufficient to eradicate exploitation when
foreign management ties remain intact. What then is the justification
for the use of foreign managers and how far is their presence due to
the technology gap?
It is our belief that there has been an overemphasis on the technical

aspect of management, in part because the broader technological
determinism theory of underdevelopment is accepted by large
sections of the Tanzanian elite and in part because western firms have
a vested interest in providing complete management services and not
just technical advice and expertise, for the simple reason that
complete control of the managerial function qualifies them for the
management fee and a share of profits (even of turnover in some
cases) and also gives them access to any number of ways of making
money for themselves. The worst abuses in the Kilimanjaro and
MECCO cases took place precisely because the foreign involvement
covered the whole management field instead of being confined to
the more complex technical aspects of the business. This led one
observer to state that MECCO 'developed the law of... everything
for big Dutch business and nothing for Tanzania. This they applied
to the letter where personnel, profits and building materials were
concerned'. 21 This separation of the broader management function,
which is of course partly technical but which is also concerned
with social relations at the work place, from the more narrowly
technical operation has in fact been achieved with a good deal of
success in the Chinese built factories in Tanzania.
Here the management has always been entirely in the hands of
Tanzanians, and Chinese technical experts have confined their
attention to training personnel and to keeping the machines going.
After four years they had fully trained Tanzanians to do this
technical work at Friendship Textiles so that the whole factory is
now in local hands. Meanwhile Mwatex, a capital intensive mill with
the same production capacity as that of Friendship and established
at about the same time, still employs about 40 expatriates and the
management is largely foreign. The extent to which the distinction
between the broader management and the narrower technical
function can be made will of course vary with the industry in
question but it does seem that the rate of Tanzanianisation could be
speeded up if the distinction was at least recognised by the planners.
There are, of course, dangers inherent in even this more narrow
definition of the technical input, as another area of recent Tanzanian experience neatly illustrates. In a move designed to compensate at least partially for the disadvantageous position in which she
finds herself in dealing with foreign management at the technical
level, Tanzania has appointed the General Superintendance Company of Geneva to act on its behalf in assessing the price, quality,
and quantity of imported goods. This is an expensive service but
apparently the results achieved so far have more than justified the
expense. On a number of occasions this company has exposed
transfer pricing rackets in which the foreign management manipulated machinery or imported raw material prices in order to transfer
profits, untaxed and uncleared by exchange control, out of the
country. One classic example of this found a company to be purchasing supplies in bulk for the whole of its world operations and
obtaining thereby a ten per cent discount. None of this was ever
passed on to Tanzania and instead a five per cent handling commission was charged to the Tanzanian plant. In another case the
foreign management wanted to order machinery at a price of
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Shs. 9.4 million. It was found that a reasonable price for this
machinery (which, in any case, was inadequate for the output it was
supposed to meet) was only Shs. 3.2 million. Thus even if foreign
management is concentrated in the technical field it will need to be
observed very closely! Short of even more fundamental changes and
given the almost complete absence of trained engineers and technicians in Tanzania, (itself a reflection of the absence of basic
industries and until recently of high level training facilities—the first
engineers trained in Tanzania are not to graduate until 1977) resort
to costly but reasonably independent expertise is essential in dealing
with foreign managers who put Tanzania's interests well below
those of their parent company where, after all, their future career
lies.
Even more importantly, it must be emphasised that the replacement
of foreign managers by Tanzanians and the confinement of foreign
participation to technical advisory posts will not, in and of itself,
guarantee any positive move towards the introduction of socialist
production relations at the work place and the broader benefits
(discussed in the following section) which can be expected to
follow from such relations. Tanzanian managers will still need to be
trained in the techniques of management itself (as distinct from the
engineering aspects of machine technology) and hence the nature of
that training will be crucial in determining whether or not there will
be any qualitative difference between Tanzanian management and the
western management that it replaces. At the moment this is unlikely to be the case since the task of training Tanzanian managers is
left to wester managers or to western business schools and hence
there is a danger of perpetuating the management values and outlooks that we have criticized above. This danger could be averted
if the new management training institutions recently established in
Tanzania pay serious attention to the problem of re-orientating
management training and hence local management systems along
lines which are consistent with Tanzania's declared socialist objectives. The creation of these institutions opens the way for the
critical evaluation of management tools currently employed in
Tanzania and for the production of more politically aware
Tanzanian managers. Until these are produced in sufficient numbers
it would pay Tanzania to seek out individual foreign managers with
progressive outlooks who can at least appreciate why orthodox
management systems have limitations in the Tanzanian context.
But this can only be a second best short run expedient and in the
final analysis a commited cadre of Tanzanian socialist managers must
be one crucial component of a solution to the management problems of parastatals.
V Workers Participation and the Party
Training committed managers is only part of the solution.
Planning is too important-and, inevitably, too impregnated with
ideological considerations-to be left to the 'experts' narrowly
defined; this is one of the most important implications of preceding
sections. The more radical perceptions concerning the imperatives
of development which are available to progressive members of the
petty-bourgeoisie must over-ride the views of the conservative

members of that class while pressures from an ever more conscious
mass of peasants and workers must, simultaneously, impose their
objective interest in the structural transformation of the economy
upon a bureaucratic group tempted by self-interest towards caution
and convention. In short, the generation of concrete socialist
strategies cannot be simply regarded as the responsibility of the
civil-service technocracy; clearly other inputs into the planning process are necessary.
One major means by which the ideological underpinnings for such
strategies, and for detailed socialist planning more broadly conceived, have been guaranteed elsewhere is by the mechanism of unequivocal (and effective) party hegemony. Similarly, in Tanzania,
TANU could well play the essential role both of focussing the
energies and insights of the most progressive members of the pettybourgeoisie (those who have, in Cabral's suggestive phrase, decided
to 'commit suicide' as members of that class 'in order to be reborn
as revolutionary workers, completely identified with the deepest
aspirations of the people to which they belong'), while also acting as
a conduit for the novel assertions of the mass of the population.
As observed in Section I, this is, in certain respects, the role TANU
have always played. The dramatic expansion of the parastatal
sector by means of the nationalizations of 1967 sprang precisely from
an initiative of the party designed to alter much of the inherited
economic structure, for example, and not from any conceptions
first developed by the civil service. More recently Mwongozo, the
TANU Guidelines of 1971, suggests that the party's net is to be
cast even more widely, and the comforting assumption that, very
general socialist guidelines having been laid down, 'neutral'
technocrats, foreign and domestic, can be left to get on with the
job of implementation, is beginning to be discarded:
The responsibility of the party is to lead the masses with their institutions in
the efforts to safeguard national independence and to advance the liberation
of the African. The duty of a socialist party is to guide all activities ctf the
masses. The Government, parastatals, national organizations, etcetera are
instruments for implementing the Party's policies. Our short independence
history reveals problems that might arise when a party does not guide its
instruments. The time
has now come for the Party to take the reins and lead
all mass activities.22

More specifically,
The conduct and activities of the parastatals must be looked into to ensure
that they help further our policy of socialism and self-reliance. The activities
of the parastatals should be a source of satisfaction and not discontent. The
Party must ensure that the parastatals do not spend money extravagantly on
items which do not contribute to the development of the national economy as
a whole.

And, finally, we might take note of an item which appeared in the
Tanzanian press later in the same year, which concluded that
'TANU is to extend its grip on the economic affairs and running of
the various Government institutions and other organizations, now
that the economic affairs sub-committee of the TANU Central
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Committee has vigorously begun its task it was charged with when it
was established in 1969'.
Here might seem to be emerging precisely that input which we have
seen to be lacking in the parastatal sector—a concretization of the
socialist ideology into specific strategic directives (or, at the very
least, an informed and constant political pressure upon the bureaucrats to come up with such directives themselves). Under such
circumstances one might expect the parameters of parastatal choice
to be meaningfully narrowed and defined and the new network of
checks and controls upon the parastatals within the overall bureaucratic system (which we have seen to be emerging in Section II) to be
at last provided with its strategic raisort d'etre. Yet the weaknesses of
the Party, noted in Section I, also remain a crucial reality\Mwongozo,
for all its vigour and insight, has not conjured them away.
Thus all party functionaries are not drawn exclusively from the progressive wing of the petty-bourgeoisie; in their day-to-day activities
many party men are no more 'red' than their civil-service counterparts. And, equally important, the party is almost certainly much
less 'expert' than the bureaucracy. In fact, TANU has been systematically starved of high-level manpower of its own who might be
expected to help close such a gap, and facilitate the necessary.
marriage of'redness' and 'expertise' within the party itself. Add to
this the fact that Tanzanian ideological formulations, even at their
most militant and most political, leave something to be desired as
guides to radical economic strategy—in their conceptualization of
imperialism, for example, and of the sort of fundamental economic
transformation necessary to realize effective 'self-reliance' and one
begins to realize how much more remains to be done to put into
practice the rhetorical assertions of Mwongozo. Perhaps the President's
avowed aim, in handing over day-to-day governmental authority to
Rashidi Kawawa (as Prime Minister) in early 1972, of devoting 'more
attention to questions of Party and national leadership' carried with
it some promise in this regard, though it has been difficult, subsequently, to see any dramatic change in this aspect of the situation.
In any case, we are here again moving into the broadest kinds of
questions concerning Tanzania's overall trajectory, and we have not
the space to pursue them further. It is enough, for the moment, to
reiterate that the outcome of these developments—of Tanzania's
class struggle in both its ideological and political manifestationscould affect the functioning of the parastatals even more fundamentally than it has already done, and that such developments are therefore absolutely crucial dimensions of the political economy of the
parastatals, properly defined.
As noted earlier, the Party is most likely to play its essential role
fully, to the extent that it comes to focus the energies of an
aroused mass of peasants and workers. Again we have not the
opportunity here to discuss the exact nature of the dialectic which
is being established between party leadership and mass assertions
and the extent to which an effective popular base for socialism is
emerging—even though the results of such a long-term process can
also be expected to impinge in important ways upon the functioning
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of the parastatals. One aspect of this overall process is of more
immediate and crucial significance to the parastatals, however, and
we cannot avoid discussion of it here. Thus, while it is important
that more highly-conscious workers allied with more highlyconscious peasants, may begin to feed into TANU with increasing
effect, thereby producing cadres and strengthening the party's hand
vis-a-vis the bureaucracy, the direct involvement of workers in parastatal enterprises is already a factor to be reckoned with. For certain
important innovations during recent years have also seen workers'
participation placed on the agenda of Tanzanian socialism.
In much socialist theory, the contribution of the workers has been
seen as the most vitally important ingredient in socialist construction;
they are the class whose interest it is to push through socialist
solutions to the economic development problem. Similarly, in summing up his recent critique of Tanzanian socialist experience, Shivji
has quite specifically concluded (echoing Isaac Deutscher) that
'building socialism is the workers' and not the bureaucrats'
business'. In Tanzania, of course, the situation is more ambiguous
than within the model of advanced capitalism which has underlined
some of this theorizing. While the workers are less favourably placed
than the elites, the best organized and most articulate are still
privileged as compared with much of the peasantry, and a successful
assertion of their demands for an increased share of national surpluses
could be at the expense of the peasant group. Nonetheless, they do,
as a class, have an objective interest in the sort of coherent, mass
based, economic development strategies which we have seen to be
vital to progress, for these strategies could be expected to guarantee
the stabilization and even betterment of their own employment
opportunities. Moreover, such workers have good and immediate
reasons to be resentful of the authoritarian 'methods of work'
which characterize bureaucratic structures in Tanzania and which,
from the point of view of the society as a whole, can cumulatively
choke off the full release of human energies necessary for socialist
development. Tanzanian workers, properly plugged into the
national development effort, thus remain a potentially important
building-block for socialist construction.
The Tanzanian government's initial post-independence moves
vis-a-vis the workers were more by way of disciplining and
controlling them than realizing any release of their energies, however; the results of establishing NUTA (the official, government
controlled trade union), and of attendant legislation in the
industrial relations field (however, well justified by short-run
considerations), was in many ways to demobilize the workers.
More recently the tide has seemed to turn and, as already hinted,
two substantial initiatives have together begun to alter the workers'
role within the system; these are, first, the programme of workers'
participation itself which has been already mentioned, and second,
the implications of certain closely related sections of Mwongozo.
The signal for workers participation in Tanzania was given in
Presidential Circular No. 1 of 1970, entitled "The Establishment of
Workers' Councils, Executive Committee and Boards of Directors'.

In the President's words:
Given a proper work environment, and proper co-operation and support from
their leaders and fellows, the majority of Tanzanian workers are capable of
accepting more responsibility, and would like to do so; they can become more
creative and can accomplish more. Easy communication of ideas and information between workers and all levels of management, can have the effect of
improving the quantity and quality of goods produced, provided that an
atmosphere of common endeavour and common responsibility is created. In
particular, the top management have an attitude which regards the workers and
the lower levels of management as partners in a common enterprise, and not
just as tools like the machines they work with.

Moreover,'... true industrial discipline does not exclude the workers
in an industry from participation in the enterprise, or from a responsibility for its improvement. Indeed, true discipline in a workplace
should be easier when the workers understand what they are doing,
what their objective is, and when they know that they have contributed to the final result as fully respected partners'. Therefore 'there
must be provision for the workers to be represented on bodies which
consider matters of production, sales, and the general organization
of the enterprise. It has therefore been decided that all parastatal
organizations shall, as soon as possible and in any case not later than
the end of 1970, establish workers' Councils, and shall establish or
re-establish their Executive Committees and Boards of Directors so
as to give practical effect to workers' representation and participation in planning, productivity, quality, and marketing matters'. And
Mwongozo in 1971 gave added ideological backing to the more
positive features of the workers' participation initiative—particularly
in the oft-quoted Clause 15 of the document:
Together with the issue of involving the people in solving their problems, there
is also the questions of the habits of leaders in their work and in day-to-day
life. There must be a deliberate effort to build equality between the leaders and
those they load. I'or a Tanzanian leader it must be forbidden to be arrogant,
extravagant, contemptuous and oprcssive...

Together these items have threatened to constitute a potent combination, as managers of all kinds in Tanzania have been the first to
realize.
Yet it has also been strongly argued that crucial weaknesses continued
to underlie this initiative, weaknesses both in conceptualization and
in implementation. Thus Mapolu has carefully examined the ideological formulations central to 'workers' participation', emphasizing
that the programme is in no real way designed to resolve the
continuing contradiction between workers on the one hand and the
petty-bourgeoisie on the other in a progressive manner:
As a consequence of the absence of political strategy due to the lack of a class
ideological position, there has also been no conception of bureaucracy as a
structural phenomenon. The tendency has been to view workers' participation
not as a structural mechanism for the control of certain strata by the class that
should be the pillar of socialist construction but principally as a wrong
attitude which leads to wrong methods of work. It follows therefore that when
one reaches the factory-level, participation can only be minimal in substance.
Kssentially, the tasks of'management' belong to the managers and the workers
can come in only occasionally to 'help' in certain fields and to also quench their
thirst for information on what is going on in the factory as a whole. This seems
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to be the only explanation for the preponderance of the managers in the
workers' council and the council's mere advisory powers.

Under such circumstances, workers' self-assertion could be too
easily coopted at the enterprise level, on the one hand, and not
readily generalized to the system as a whole, on the other. In short,
though such workers' participation might occasionally yield some
positive results in increased productivity it is not likely to be
converted into a mechanism for fully releasing human energies, for
raising class consciousness, or for pressing upon the system those
broad strategic concerns which we have seen to be so crucial to
socialist advance and in which the workers could begin to take an
interest.
Mapolu's suspicions find support in the alacrity with which managers
as implementors availed themselves of the programme's cautious
phrasing. George Kahama, the General Manager of NDC, began an
important speech to NDC managers in 1971 by noting that
industrial relations in the 'developed world' manifest 'a spiral of
escalating irresponsibility' (not any kind of class confrontation-even
under capitalism!) and devoted almost all his attention to the need
to 'educate' the Tanzanian workers to exercise their participation
'with discretion'. 24 Needless to say, there was almost no mention of
possible ambiguities in the managers' role, no mention of a need to
check their conservative propensities or to educate them. The premises one senses to be lurking beneath the surface of Kahama's
speech were much more baldly exposed in a speech to_ the same
Dodoma Conference of Managers by Ferenz Cszogoly", as Eastern
European advisor to NDC, who argued, when discussing Mwongozo
and workers' participation, that 'the danger of confusion of rights
and duties of management with that of social bodies is very real. I
would strongly insist therefore, on the basic principle, that management's responsibility should remain full and intact in any respect
without mixing it up with misty excuses'. 25 And, as was suggested
in Section IV, Mckinsey and Co. have experienced much the same
difficulty in integrating genuine participation and control from
below into their sophisticated organizational charts. Small wonder
that I.J. Maseko could conclude a 1972 case-study of workers'
participation in two parastatals with the following observation:
The reason for lack of total acceptance of the circular in both enterprises has
always been supported with reasons that the workers are not educated and
competent enough to assume the managerial role. Though there is some
validity in this argument this is not the main reason. The main reason is that
the management is not willing to fully integrate the workers in decisionmaking. They only want to give piecemeal rights of participation.

Within such a context the panacea of 'workers' education' thus
became a two-edged sword. Wielded by the elite, the argument that
workers must be educated to shoulder their duties 'responsibly'
could be an excuse for withholding vital information, stacking the
councils with officials, and generally delaying the emergence of a real
working-class presence within the decision-making process. Not that
education is unimportant; we have seen the ambiguities in the
workers' socio-economic position and it is also true that the workers
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have not in the past produced, spontaneously, much pressure for
socialist solutions. But the education which is necessary must be of a
certain type, a type which the elite themselves are generally least
able to provide—as much political education, designed to raise
consciousness, as 'technical' education, designed to provide information about the enterprise itself. Mapolu has criticized the ideological
content of the syllabus laid down for the original crash programme
in workers' education which accompanied the setting-up of the
workers' councils in 1970; equally striking has been the absence of
that network of genuine cadres in parastatal enterprises who might
be expected to convert education more boradly conceived into a
full-time preoccupation of the workers. Maseko's observations
concerning the weaknesses of TANU in the enterprises which he
studied were particularly disturbing in this respect.
However, the story did not end there for a more spontaneous escalation of the situation was close at hand—both within the parastatal
sector, and in the industrial sphere more broadly defined. In fact,
the changes which we are discussing had by now set in motion
processes which were not to be so easily controlled by the elite. In
1972, Peter Lawrence wrote:
Armed with Mwongozo, the workers appear to have gone beyond the
economism of wage demands (especially since the incomes policy makes them
"redundant) and have been paradoxically 'side-tracked' into the more difficult
but significant pursuit of workers' control. Their strikes have been about and
against unsympathetic management, lack of consultation, 'commandism' at
the workplace, the maltreatment of trade union leaders (or conversely the
ineffectiveness of the same leaders). 26

And this remained a continuing trend, summarized thus by
Mapolu:
By any standards the progress made by the working population in Tanzania
in the last few years as far as political consciousness is concerned is
astounding. To begin with, at no other time in the whole history of this
country have strikes and general disputes generally been so much day-to-day
affairs as has become true since 1970. But more important, at no other time
have such strikes and disputes been of such a political nature!... It has indeed
been a veritable revolution for the Tanzanian workers; within a period of three
years they have moved from a state of docility, timidness, and above all
disunity to one of tremendous bravery, initiative and class solidarity.

There was a signal development of working-class militancy, going
from the straightforward downing of tools, through lockouts, to a
point where, in 1973, some employees had begun actually to occupy
factories (both state-owned and private) and on that basis to continue production on their own.
Equally important for our purposes are some of the fruits of the
worker initiatives taken in the interests of building their own
socialism—most notably, the exposure of a number of the anomalies
characteristic of Tanzanian 'socialism', especially some of
Tanzania's continuing links with imperialism. Thus a confrontation
with management in the Robbialac paints firm made clear in the
press the extent to which the manager considered himself exclusively
responsible to the Nairobi office rather than to any principles laid
down by the Tanzanian government. Similar anomalies within the
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joint-venture world of the parastatal sector have also begun to surface. Secondly, documenting Lawrence's argument, Mapolu has
spelt out the manner in which abuses of authority and other forms
of non-socialist activity by management have been a target. Disputes
concerned, firstly, 'the question of humiliation and oppression of
their person by managements' and, ultimately, 'issues of general
mismanagement and sabotage of the country's economy'!
Increasingly, the lock-outs stemmed from managers misusing public funds,
squandering resources, failing to uphold national policies and so forth. The
clause in Mwongozo referred to most often no longer became solely No 15
which deals with commandism, but No 33 which says, in part "The Party
must ensure that the parastatals do not spend money extravagantly on items
which do not contribute to the development of the national economy as a
whole'.
Mapolu is thus at pains to demonstrate the broadly political
character of the workers' critique. Nevertheless, material inequalities obviously remain in Tanzania, and Mihyo, in his essay,
sees no need to apologise for the fact that more narrowly economic
demands have also been a dimension of the worker upsurge; their
critique on this front is not easily dismissed as Nyerere, in his
response (quoted by Mihyo) to such worker actions, has been the
first to concede:
Strikes for instance; they say that Mwongozo makes the worker strike. But we
are in an unequal society, how can you expect that workers will not go on
strike. They will sit down and we will say, do you understand what going on
strike means, and the workers will reply and say do you understand what inequality means? We must have a society where this is accepted, where if you
like we experience the birth of socialism. We accept this because we don't
pretend we have a socialist society.

An excellent example of the conceptualization of workers participation as a
cooptive mechanism and of the manipulative use of the notion of workers'
education-an example which also clearly exposes the ambiguity of Tanzania's
continuing links with imperialist penetration-is given in fhe following statement by Che Chairman of East African Breweries in the Company's 1971
Annual Report;
In spite of the excellent progress of the trade in Tanzania it is, I believe, my
duty to draw attention to certain difficulties which have arisen in the carrying
out of our management functions in that country. These have arisen as a
result of moves to encourage the involvement of the political party and
workers councils in industrial matters. In theory the conception of the party
and of workers councils joining hands with NDC and managements to encourage productivity, efficiency and a better understanding between all such
organizations is a laudable one, but it is suggested that if such a conception is
to be implemented in a constructive and useful sense, it is quite vital, at the
outset, to educate workers councils as to the role they are expected to play
and as to the true objects behind the exercise.
It is interesting that shortly after this statement was made the manager
supplied by this company was retired after the workers had complained of his
abusive and insulting behaviour.

Such a response is disarming, though perhaps not surprising given the
fact that there is a tangible socialist current in Tanzania. Nor is it
surprising, foT similar reasons, to find in several instances—the
'producer democracy' established at the Asian-owned Rubber
Industries Ltd. for example-that the government has actually
sanctioned the workers' takeover, permitting them to continue
their control of such enterprises, now reconstituted as cooperatives!
Nonetheless, it must be emphasized that a heavy-handed bureaucratic back-lash (often involving police intervention, arrests and
even trials) against assertions of workers' control has been the more
common response—directed against a lockout at the National Textile
Corporation for example, or, most dramatically, against the occupation of the Mount Carmel Rubber Factory. Indeed it is the growing ,
prevalence of the latter type of response which has led Issa Shivji
to underscore, in his recent writings, what he interprets as being the
growing polarization of worker and bureaucrat in Tanzania. Nor,
from his perspective, is this a negative development. For here lies
the seed of what he has termed to be a 'proletarian line' for the
country, a line, nurtured in opposition to the present state and
concretized in the activities of the working class, which has more
profoundly progressive long-term implications than any other
tendency at work in present day Tanzania.
Conclusion
It is obvious that we are yet again returning to the most basic of
questions, those hinted at in concluding Section II. Certainly the
overall balance which is struck concerning the general condition of
Tanzanian socialism will affect the evaluation of working-class
activity just outlined. Some might wish to argue that such activity
can still be expected to have a positive effect within the established
structures, much of it being likely to carry over into the party, into
the workers' councils, and into NUTA itself, unleashing creativity,
revitalizing institutions and acting to expose in a fruitful manner
the contradictions which beset Tanzania's socialist efforts. Under
such pressure, too, many more of the managerial, petty-bourgeois
class might be forced to examine their own practice and, possibly,
to align themselves more unambiguously with popular aspirations.
Of course, even those who harbour such hopes cannot pretend
that they will be realized easily or without some degree of struggle.
And indeed there are others (like Shivji) who argue much more
unequivocally that it is already too late-if it were ever possible-to
work from within established Tanzanian structures in order to
mount a socialist alternative to the syndrome of underdevelopment.
Rather, they might say, pressure from outside the established state
and party system is required—at minimum, perhaps, an independent
worker organization to replace the moribund NUTA and thus
maximize the progressive input of the radicalized proletariat of
which Shivji and Mapolu now write so confidently.
There is not room to extend the discussion of such important issues
here. Certainly, the insights of Shivji, Mapolu and others are important although, as hinted earlier, there is a measure of uncritical
'proletarian messianism' in their work which prompts some uneasiness. This feature of their work may have led not only to some
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degree of overstatement but, more crucially, seems to have militated
against their relating the politics of the very small Tanzanian workingclass entirely convincingly to the range of roles open to the much
more numerous peasant masses in Tanzania (e.g. the extent of the
congruity of the interests of these two classes, the terms of any class
alliances which might be struck between them, etc.). Yet the
peasantry must certainly play a significant role in any more fully
realized transition to socialism in Tanzania.
By now such questions may seem, superficially, to have carried us
away from the parastatals—and from the multinationals. But clearly
this is not the case. We are here focussing upon the manner in which
the emergence of an appropriate class base for progressive development is beginning to evidence itself and the manner in which the
actions of this base are demanding, in turn, the crystalization of
more appropriate organizational and ideological expressions. And, as
noted earlier, it is precisely in such a broader context that many of
the most vital keys to an increasingly effective parastatal performance and to an increasingly effective socialist challenge to international capitalism must eventually be seen to lie-not merely in
Tanzania but elsewhere as well.

* We would like to thank R.H. Green for his extensive comments on this
article.
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Multinational Companies
and National Development:
MIFERMA and Mauretania
Pierre Bonté
MIFERMA, an iron ore mining consortium set up by French, British,
Italian and German steel capital, was established during a period
when Mauretania, as a source of cheap raw materials, was being
integrated through the colonial system, and through French
imperialism, into the world capitalist economy. As MIFERMA's
iron ore output increased, it replaced less profitable operations in
France itself, causing unemployment and social dislocation.
MIFERMA has made enormous profits from its operations but has
failed to invest them in financially more risky mining projects in
other areas which might make a greater contribution to economic
development. It has repatriated profits and is rapidly exhausting
the reserves in the areas mined. The company has a close relationship with the State, providing a third of its budget. MIFERMA has
presided over the development of the capitalist mode of production in Mauretania, which has resulted in an increasingly
cohesive working class on the one hand, and the acceleration of
rural poverty on the other, through the process of labour migration.
There have been pressures for nationalisation in order to control
the company's activities and these pressures are likely to be
successful, but they will not resolve the increasing contradiction
between the neo-colonial state and the growing consciousness of
the workers.
Introduction
The establishment of multinational companies on a world scale
characterises present day capitalism. The giant manufacturing firms,
the large conglomerates and the giant oil companies are playing a
decisive political role in the central capitalist countries, sometimes
appearing to overshadow the state.
Naturally this relationship between firm and state is more unequal
when it involves countries at a low level of economic development.
The dramatic events in Chile have revealed the critical and subversive role played there by some large American firms, among
them ITT. In many small African countries this relationship is even
*Translated from the French by Brigid Benson
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more unbalanced, and in the case of Mauretania, it borders on being
a caricature. Yet the relationship between the Mauretanian government and MIFERMA (Mauretanian iron ore mines) appears typical
of the neo-colonial situation in former French Africa.
Situated in the Sahara with a population of just over a million,
Mauretania was considered an under-privileged country during most
of the colonial period, and its nominal budget was regularly
subsidised. The exchange economy was almost non-existent,
nomads continued the age-old cycle of transhumance and the
guetna (date picking), apparently scarcely disturbed by increased
monetary needs, population movement, and the progressive
economic, social and political change brought about by colonisation.
Within a few years, the establishment of MIFERMA disrupted this
almost 'biblical' picture. Herdsmen and peasants discovered at close
hand the brutal reality of exploitation and its effects. Internal
production and the country's budget increased rapidly and
MIFERMA became omnipresent in the country.
The brutal and radical nature of the changes in Mauretanian society
can obscure the continuity of the transformation accompanying the
integration of Mauretania into the world capitalist system, which
had begun even before colonialism. Since it is impossible to review
the whole of this process here, this article will examine only the
historical conditions surrounding the establishment of MIFERMA
in Mauretania, before going on to analyse the constitution of the
company, its policies and its effects.
From the export of products to the export of capital: the
establishment of MIFERMA in Mauretania.
The establishment of MIFERMA in Mauretania was related to the
simultaneous development of the colonial structure and of the
metropolitan capitalist formation. Colonial society was made up of a
combination of pre-capitalist and capitalist social formations. It
generally involved the local development of capitalist relations,
though each case had many other specific features. The colonial
situation in Mauretania was characterized by a considerable delay
in the establishment of the colonial system, and by the almost total
absence of investments, though it is true that these were small in most
French colonies until after the Second World War.
The colonial conquest occurred in 1934, but the consequences of
colonialism were not to appear fully until the time of the crisis
between 1942 and 1946. This was triggered by the severing of
relations between France and the colonies during the War, and by
the isolationist policies of several territories. The situation was
aggravated by years of drought which destroyed the herds and the
harvests. In fact the crisis revealed—but did not itself cause—many
cnanges following trom the establishment of colonialism. The effects
of the crisis were numerous: the drastic rise in the prices of manufactured goods led to increased monetary dependence for the
'traditional' producers and obliged them to develop production for
the market; the crisis reduced the autonomous reproductive
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capacities of the Mauretanian social formation. The political
structures, already seriously shaken by the limitation of the emirs'
power, by the authorisation of free grazing which destroyed
traditional grazing rights, and by the restriction of dependence
rights under the control of the administration, were now thrown
into confusion. The accompanying social relations were equally
disrupted: thus the dues levied by the war-like and religious
aristocracy over the znaga were abolished and its powers were
reduced, while other social groups, particularly the traders who
took advantage of the development of the exchange economy, grew
in importance.
Eventually it became more and more difficult to maintain the precapitalist framework. Impoverishment of producers led to largescale migration to the towns and to the groundnut growing
regions of Senegal.
The result of colonial domination was thus the alienation of the
'traditional' producers (nomadic herdsmen and southern farm
people) from their product and from their means of production.
Colonialism encouraged not only the extension of market production and of the exchange economy, but also created the conditions
for local capitalist development by 'liberating' a labour force from
its pre-capitalist constraints. As a result, after the Second World
War there developed a labour market peopled by a mass of labour
previously untapped. In 1961, following independence, the urban
population was about 90,000, and in addition there were several
tens of thousands of seasonal or regular migrants to Senegal.
Hence, during the colonial period, the reproduction of the dominated
social formation and of the domination itself, led to the expanded
reproduction of capitalist relations. These grew rapidly, and threw
many expropriated producers onto the market. This reflected a
fundamental contradiction of colonialism, namely that this very
reproduction also involved the simultaneous destruction of the precapitalist mode of production. This contradiction led to another
even more fundamental one: namely that the creation of a national
market, the unification of political and administrative structures and
the disappearance of previous social and political conflicts, as well
as the replacement of total dependence through rule by 'the
natives', affected the whole of colonial society, and led to a
heightened consciousness of the reality of imperialist exploitation.
Earlier resistance to colonialism had either come from the old
ruling class (dissent) or had been of a political—religious nature
(holy War, the hamellist movement). After 1945, an autonomous
Mauretanian political movement appeared, which, after numerous
setbacks, led to independence in 1960. However, the colonial
administration and the 'mother country' adapted well to this new
situation, and installed political groups devoted tn imperial interests
in power by relying on relatively prosperous social groups and by
skilfully using the early ambiguities of nationalism.
To understand the specific circumstances in which MIFERMA was
established in Mauretania, one must examine the accompanying
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changes in the capitalist system: the rapid increase in the formation
of monopolies, greater state intervention in production (these two
characteristics schematically define state monopoly capitalism),
re-definition of imperialist relations based on the rise of large
multinational firms, and the increased export of capital.
In the wake of the Second World War these changes appear in the
new content of colonial policy. On the one hand, political movements began, not without opposition and setbacks, which were to
lead to the formation of formally independent states; on the other
hand, there was large-scale intervention by the 'mother country'
preparing the ground for the local investment of private capital.
The former principle of autonomous budgets in each colony, had
led to a drop in production and to a shortage of supplies in
Mauretania. It was now replaced by the principle of aid from the
'mother country' (France), in line with the new ideology of
'development'. Through the state, 5,000 million FCFA were
invested in Mauretania from 1948 to 1959. While this aid did not
nearly satisfy the country's needs for equipment, at least a certain
number of infra-structural projects were completed. Twenty-two
per cent of the total sum was allocated to geological and mining
research, a proportion whose size was indicative of the neocolonial future envisaged for the country, namely a reserve of raw
materials for the use of industrialized countries. Meanwhile, the
real benefit to the Mauretanian people was meagre, with the
exception of some improvement in education designed to train the
future managers of the country and to improve the quality of the
labour force.
Independence scarcely changed this state of affairs. Initially, at least,
the policy of aid was converted to a policy of co-operation; the
Mauretanian political and administrative staff gradually took over
from the colonial staff, but the symbols of sovereignty failed to
hide the reality of the new imperialist exploitation of which
MIFERMA rapidly became the symbol.
Nineteenth century imperialism did not prevent an acceleration of
the general crisis of the capitalist system. The trend towards a
lower profit rate, necessitated a perpetual expansion of production.
The dream of vast colonial profits was shattered by the development
of the national liberation struggles. In the short run, monopolistic
concentration and state intervention created new and more acute
contradictions. Capitalism preferred to employ the cheap labour
'liberated' during the colonial phase, and there was a rapid shift
from the export of products and the pillage of resources to the
export of capital, first in the mining sector and then in other
industrial sectors.
MIFERMA was one of the first large multinational enterprises to
establish itself in new colonial French-speaking Africa, and this was
a direct result of the acute crisis in the European steel industry,
particularly in France in the years of state monopoly capitalism.
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The steel monopolies, in the vanguard of production and heavily
concentrated, were also among the first to feel the effects of the
new contradictions. These included sharp monopolistic competition from giants such as U.S. Steel (35 million tons per annum),
Nippon Steel (30 mt), British Steel (24 mt), Bethlehem (22 mt),
had a decisive impact and led to greater concentration in Europe:
in France in 1970 Wendel-Sidelor (8.2 mt) and the DNEL Group
were responsible for two-thirds of total production. The overaccumulation of capital, which corresponded to an acceleration of
the fall in the rate of profit and to the growing importance of selffinancing, also resulted directly in the under-utilization of
productive capacity (in 1956 four per cent and in 1967 10 per cent
of world steel capacity was not exploited). This partially paralysed
capital and blocked the development of productive forces.
Enormous injections of public capital could permit the French steel
industry to overcome its difficulties temporarily. The key to this
was the adoption of the highest levels of technology and the search
for the cheapest source of supplies. Thus, when public capital
prepared the establishment of MIFERMA, and of the Dunkirk
complex, the 'marginal' iron mines of Lorraine were 'rationalised'.
In spite of the severe social crisis which raised the militancy of the
miners, the production of the Lorraine basin was phased out of the
forecasts of the French Economic Plan. At the same time,
MIFERMA was beginning to export iron ore to France, as the
following table shows:
,
Table 1: France: Production of Iron Ore 1961-65
Year

Planned Output in 4th
Plan
(million tons)

1961
1962
1963
1964
1965

64.6
66.8
71.9
75.8
79.8

Actual Output
(million tons)

62.4
62.4
57.4*
57.4
56.1

T h i s year MIFERMA began exporting steel to France.

This experience is characteristic of French imperialism in the neocolonial context (establishment of car industry, textile mills etc.). It
is proof of the internationalisation of production, and of the increase
in the interests of multinational firms in the imperialist sphere of
influence.
A new political and economic situation has resulted, which
encourages greater exploitation or extraction of surplus value, but
which is also full of potential for change. MIFERMA, which
represents the vanguard of French imperialism, has brought changes
to Mauretania which make it advanced compared to other African
countries. In this respect, this analysis can be considered as indicative
for the future in other places.
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Establishment of MIFERMA and company policy
The long delay between the time when the mineral deposits were
discovered (1935) and when MIFERMA was established (1952),
reflects the difference between colonial patterns and the local
development of capitalist production. Conditions for investment
were not favourable at the earlier time, and hence exploitation was
deferred. After the War, French imperialism attempted to sell the
concessions to the Americans at any price, but they declined the
offer, preferring to exploit the iron ore deposits in Venezuela. The
first activity which eventually occurred took place with AngloCanadian financial participation.
The conditions surrounding the establishment of MIFERMA throw
light on the complex factors required for the formation of big
multinational firms in the neo-colonial period: namely constant and
decisive state support and monopolistic collusion under the cloak of
financial arrangements.
The French government intervened from the outset, supplying
twenty-seven per cent of the original capital through the intermediary of the 'Bureau Minier de la France d'Outre-Mer' (the
BMFOM, which became the BRGM in 1959). It also intervened to
settle the conflicts between monopolies; when Canadian capital was
withdrawn, it was replaced by capital from Italian and German steel
companies. The French government guaranteed the project's
national loans, and it finally intervened in the company administration in order to guarantee, in various ways, the dominance of French
interests in the management.
Table 2: MIFERMA: French Participation in Capital Stock
Selected Years 1952-1963
Year
1952
1958
1960
1962
1963

Proportion of Total Equity held (per cent)
French Govt.
French Interests
Total Capital
(total)
22
51
100
22.2
54.8
100
27.2
51.2
100
25
52
100
23.9
53.7
100

The State undertook responsibility for a number of investments,
such as certain elements of infrastructure and geological prospecting,
while the SNCF (French Railways) participated directly in the
construction and operation of the railway network. This function
was later taken on by the Mauretanian government which held a
symbolic five per cent share of the firm's capital after independence.
In the end the French Government guaranteed, by political means,
a maximum return to investments in this protected 'gold-mine'. The
unfair tax agreements and the extensive sovereignty granted to
MIFERMA, were both signed by French ministers in the
Mauretanian government before Independence in 1959, and these
laws were not questioned by Mauretania until 1973, until which
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time they had insured the security of invested and repatriated
capital. The only obligation conferred on MIFERMA by these
agreements demanded that it carry out its exploitation programme
within ten years, though there were also some vague promises
about social welfare measures.
The combination of a number of multinational capitals was another
essential condition in the firm's formation period. The interests
involved did not have the political or economic dimensions of the
large American monopolies who can create wholly-owned subsidiaries (such as US Steel and Bethlehem Steel in Venezuela). By
contrast MIFERMA's capital is put up by a combination of
European concerns, as listed in Table 3.
Table 3: MIFERMA: Finns with Equity Participation in
MIFERMA Capital

RIM
BRGM
)
DNEL
) France
Rothschild)
BISC (GB)
FINS1DER (Italy)
German Steel

per cent
of total
5

23.9
14.5
15.3
19

15.2
5

Monopolistic cooperation has certain advantages which explains why
French imperialism did not hesitate to introduce foreign capital into
its sphere of influence. How this cooperation works in the spheres
of prospecting and of investment has already been mentioned, but
this type of cooperation is also concerned with selling. The
participating steel companies form a buyer's consortium, for whom
55 per cent of production is reserved. The remaining 45 per cent,
which is theoretically put on the market, is in fact covered by
options for shareholders who thus have access to all of the mineral
produced.
Other benefits of this type of cooperation are obvious, since the
scale of the planned investment is too great for any one of the
participating firms on its own, and since the multinational nature
of investment facilitates the granting of international aid.
Furthermore the sharing of production by companies from different
economic zones guarantees maximum profits by minimising the
conflicts with, and the fluctuations of, local steel production.
National markets are unstable. By diversifying the destination of
iron ore one can minimise the effects of a shortage of buyers by
sending the mineral to another country. This emerges clearly from an
analysis of exports as seen in Table 4. Finally, such monopolistic
cooperation ensures the spreading of political risks.
The establishment of MIFERMA was thus basically determined by
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the new needs of the European steel monopolies which, in order
to establish themselves in Mauretania, took full advantage of that
company's membership in the French imperial sphere. Conditions for
local investments were directly prepared by the French government,
while monopolistic cooperation at the investment and commercial
level added a further guarantee of profitability.
These were the real factors which determined the establishment of
MIFERMA: technical problems, although necessitating large investments, were simple. The field situated in the Kedia of Idjil is
particularly rich. It is worked using very capital intensive open cast
techniques. The mineral is transported by a 650km railway, which is
the umbilical cord of the company to the mineral port of
Nouadhibou. This structure was created under optimal conditions
with the most modern equipment. It requires highly sophisticated
work flow techniques and advanced programmes of work; logistical
and infrastructural aspects are particularly advanced. Consequently,
the capital employed is large; 18,000 million FCFA were invested
between 1960 and 1973. The size of the investment, the desire to
minimise long-term risks, and the kind of technology adopted, all
reflect the search for high immediate profits. This search
determines the various aspects of the company's policies.
The nature of investment and the development of production
constitute two essential aspects of these policies. The resources of
the rich mineral field are fairly limited (152mt), and the first plans
foresaw production of four to six million tons, based on investments totalling 435,000 million FCFA. Previous investments,
largely from internal sources, enabled production to be developed
considerably, so that capacity increased to 9mt in 1969 and to 12mt
in 1973. Mauretania is therefore faced with an accelerated pillage of
its resources. At the present rate the deposits will not last long.
In fact because of the limited absorptive capacity of the steel
industry's clients, the stagnation of the price of iron and the local
social and political movements, the actual production has fallen
short of capacity.
The desire to increase the rate of exploitation of the deposits thus
encounters the objective difficulties of making capital profitable.
The search for high profits will ultimately put the burden of these
policies on the workers.
To appreciate the company's investment policy one must take into
account the fact that MIFERMA-and its originality lies here-is
above all an association of European steel producers who try to
ensure regular supplies to their markets, thus saving surplus value
for European monopolies. To this extent it is very difficult to assess
the actual profits earned because there is no information available
on the true conditions of sale to shareholder clients. On the whole,
and in spite of the difficulties mentioned, 'operation MIFERMA'
has been a complete success: the capital has quickly been paid back
and declared profits are growing all the time. The exploitation of the
deposits has enabled the French steel industry to be modernised, a

Table 4: MIFERMA: Destination of Exports by Country (thousands of tons) 1963-1972
Country
France
UEBL
Holland
Germany (West)
Italy
Great Britain
Spain
US
Japan
China
Finland
Poland
Switzerland
Austria
Canada
Total
Total Value
($ millions)

1963
374
25
_
276
321
268
7
21
—
_
—
-

1964

1965

1966

1967

1968

1969

1970

1971

1972

965
167
173
1,280
783
1,394
-

1,197
523
324
1,209
996
1,554
37
121
_
—
_
_

1,455
773
302
1,314
1,305
1,596
87
120
165
12
16
_

1,596
1,024
68
1,280
1,189
1,671
263
-

1,531
1,220
-

1,863
1,161
229
1,297
1,082
2,019
257
_

1,767
1,254
1,078
1,112
1,824
707
_

1,697
1,212
' 767
1,388
1,750
-

363
-

567
_
_

1,993
1,416
47
1,216
1,426
1,720
560
72
666
—
-

1,005
-

35
69

318
-

1,153
- .
-

-

-

153
53
14
_
_
-

-

-

1,234
946
2,016
188
_

469
70
_
_
26
_
28

-

1,292

4,982

5,961

7,135

7,455

7,702

8,501

9,220

10,984

43,219

53,938

64,145

64,086

64,069

70,282

77,614

8,601

-

8,617

-
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Table 5: MIFERMA Production of Iron Ore
Year
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

metric tonnes
(0O(Ts)
300
785
1,399
4,065
6,283
7,198
7,045
8,051
8,678
9,058
8,409
9,250
10,300 (expected)
11,500 (expected)

process which continues with the building of Fos-sur-mer, which is
tied to the exploitation of other 'overseas deposits.'
All other aspects of MIFERMA's policies are concerned with this
same desire to recoup investments immediately and to reap
maximum profits. MIFERMA employs about 4,500 people and these
can be split into two groups. The staff of European origin (800),
mostly recruited in France and enjoying a high salary, occupy the
executive posts. The Mauretanian staff are responsible for carrying
out the European staffs orders. They are symbolically categorised
by MIFERMA as 'subordinate personnel'. The existence of these
two groups of workers is a determining factor in the employment
policy of the firm. The differences between the two groups is clearly
indicated in their average salaries!
Table 6: MIFERMA: Average Annual Wages and Salaries of
different grades of employees
Grade
Executive
Supervisory
Subordinate

Annual Salary
FCFA
4,350,000
1,700,000
245,000

These large gaps are widened by fringe benefits, such as housing,
granted to the Europeans. Thus, while the Mauretanians live in
filthy slums lacking running water, the Europeans live in comfortable
dwellings which are themselves clearly arranged in an extensive
hierarchy. This clear separation (in Zouerate a wall symbolically
separates the European quarter from the slums) is systematically
encouraged by management. The great cultural differences, the
fact that the French workers are often ill-prepared for their new
surroundings (at Zouerate many are former Lorraine miners forced
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out of their jobs at home) and the almost arbitrary power wielded
by the European managers in a very hierarchical situation, have all
increased tensions and have created an explosive racial climate. In
the same vein, MIFERMA succeeded for a time in creating friction
between different ethnic and tribal elements of the Mauretanian
people and between Mauretanians and Senegalese. Only the growing
political consciousness of the Mauretanian working class has
improved this situation.
Though these antagonisms have been partly resolved through hard
struggle, the fact of exploitation (common to them all) tends to be
hidden by them. Meanwhile, exploitation continues to increase;
output per man grew from 1,500 tonnes in 1964 to 2,100 tonnes
in 1972, while salaries remained frozen.
The difficult living conditions of workers, and the gap between the
expectations of migrants and their rapid proletarianisation have led
to a high rate of labour turnover, which has adversely affected output. The turnover rate among 'subordinate workers' reached
62.5 per cent in 1963 at Nouadhibou and 55.5 per cent in 1964 at
Zouerate. To reduce this mobility without increasing salaries,
MIFERMA instituted a training programme and fostered internal
promotion. This encouraged the acquisition of skills and has
contributed to stabilisation (the turnover rate fell in 1970 to 10.5
per cent at Zouerate and 11.5 per cent in Nouadhibou).
Workers' demands for wage increases, for the appointment of
Mauretanians to responsible posts and for more internal promotion
resulted in an atmosphere fraught with racial and social tension
which came to a head in 1968, and which has developed wider
political dimensions in the following years.
MIFERMA's employment policies suffer from an internal contradiction. On the one hand the company is trying to stabilise the workforce, and to develop a limited number of Mauretanian supervisory
personnel (training grants, bonuses, material benefits) to allay
tensions. But on the other hand, the demand for profits requires
it to keep workers salaries at a low level. At the same time it refuses
to promote Mauretanians to high technical or administrative posts,
lest they encourage an awareness that the entire company could
be run by Mauretanians.
In the early days of its operation in a politically unstable country
whose infrastructure was weak, MIFERMA had to take responsibility for important sectors which were not directly productive
(telecommunications, water research, electricity and transport) and
even some which were unproductive (construction of two estates
to house the expatriate European population and, with lesser
priority, the building of schools, hospitals and recreational facilities
for the labour force). Indeed MIFERMA organised the entire provisioning of a population transplanted into the middle of a desert.
At one time it even had its own army, recruited on the recommendations of French military officers stationed in the country. Since
these expenditures held down profits, MIFERMA was quite glad to
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transfer these responsibilities to the French and then to the
Mauretanian government.
The company's policies have varied enormously according to
economic, social and political expediency. It is argued here that the
guiding principle has been the search for high profits in the short
run: the emphasis on self-finance, the rapid increase in production,
the diversification of commerce, the withdrawal from nonproductive activities, the squeeze on wages and the new training
scheme all spring from this same motive. The result is the rapid
exhaustion of natural resources, and a large flow of capital back
to the metropoles.
It is difficult to establish a balance sheet and to calculate the
amount of surplus value realised, because in a company whose
shareholders are also its clients published accounts conceal even
more than is usual. Nevertheless, the official accounts for 1968 and
1969 speak for themselves. These are presented in tables 7 and 8,
and table 8 arranges the different sections so as to identify the
funds leaving the country.
Table 7: MIFERMA Accounts 1968-9
Export Resources
Total for Distribution
A. Foreign Purchases
Imports
Others
Total
B. Wages & Social Contributions
Wages and Salaries
Social contributions
C. RIM Expenses
D. Taxes
Taxes and Duties
Tax on foreign debt

1968
(million FCFA)
16,880
15,786
4,328
1,967

1969
(million FCFA)
18,900
18,700
4,931
2,242
7,173

6,295
2,446
118

2,649
129
2,778
1,038

2,564
968
1,554
1,428

1,743
1,400
3,143

2,982
E. Profits
Dividends Paid
Foreign Debt
Funds in Bank

930
1,052
995

1,074
1,482
2,012
2,967

4,568

These tables show just how much capital is sent back to the
imperialist centres. They also show that the little which has remained
behind in Mauretania has declined proportionately over time.
This balance sheet, based on the published figures, is not entirely
satisfactory. Nevertheless, the declared profits are high. The
dividends paid to shareholders reached 7,084 million FCFA in 1972,
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Table 8: MIFERMA Accounts Showing Funds Send Abroad
1968-9
Income Accruing
Locally:
Taxes(D)
Other (C and some
B)
Total
Income Going
Abroad:
Material inputs (A)
Foreign salaries
(some B)
Profit repatriated*
(some E)
Total Outflow
Total expenditure

1968
1969
(million FCFA)

1968
1969
Change
per cent per cent 1968-69
percentage
points
18.9
16.8
-2.1

2,982

3,143

1,879
4,861

2,107
5,250

11.9
31.0

11.3
28.0

-0.6
-2.7

6,295

7,173

39.9

38.4

-1.5

1,700

1,763

10.8

9.4

-1.4

2,930
10.925
15,786

4,514
13.450
17,700

18.6
69.0
100.0

24.1
72.0
100.0

+5.5
+2.7
-

*The whole of section E of Table 7 was repatriated except for 5 per cent
of the dividend paid out.

and the rate of return on capital was clearly improving. However
these declared profits are only part of the real profit. For this one
must take into account real selling prices and the large additions to
surplus value achieved by the participating companies in their home
production, thanks to the reliable supplies of excellent raw materials
from MIFERMA. It is of course difficult to calculate real profits
whenever material is purchased by a company linked closely to the
producer.
Though it is difficult to calculate real total profits, it is possible to
calculate the volume of investment from internal sources. By 1973
this amounted to 40,000 million FCFA, ie an average of 4,000
million FCFA per year. This sum is enormous. The journal
'Europe-France Outremer' noted in 1973, that 'since 1963 the
company has reinvested the equivalent of approximately three
annual budgets of the Mauretanian government'.
This self-financing is aimed at the expansion of the reproductive
capacities of the company, ie to increase the rate of exploitation
of resources and to create the conditions for increasing profits. On
the other hand, other investments in Mauretania are almost nonexistent, with the exception of a few subsidiaries created by the
company, dealing with plant, port handling, lighterage and transport. In addition, under pressure from the Mauretanian government,
it has also taken some shares in the government owned trading
company, SONIMEX. Meanwhile, MIFERMA is strongly opposed
to any attempt at local processing of the minerals.
The sums transferred to the Mauretanian government appear quite
large at first sight. In 1972, MIFERMA supplied directly or
indirectly a third of the Mauretanian budget.
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Table 9: MIFERMA Payments to Government 1972

Long term tax agreement
Schedule taxes
Customs Duties
Income Taxes
Other
Total

million FCFA
1,844
120
216
800
159
3,189

Under the long term tax agreement which covers the largest part of
MIFERMA's tax contributions, 14,895 million FCFA were paid up
to the end of 1972. MIFERMA's total contribution to the budget
can be estimated at over 25,000 million FCFA. Compared to
dividends paid out and funds reinvested, this sum turns out to be a
small portion of total declared profits—though this itself is only a
part of the real total profit. Nevertheless, MIFERMA's contribution
to the Mauretanian budget is a large proportion of that budget and
this can only increase the State's inferior and dependent position.
From a financial and economic point of view, MIFERMA is really a
state within a state, with extensive political power. Thus, part of
MIFERMA's contributions are redirected towards projects from
which it will benefit, enabling it in turn to increase its surplus
value. Taxes are used to maintain both the administration and the
repressive forces which facilitate the extraction of surplus value.
The main impact of these taxes is the reproduction of the relationship between Mauretanian social forces and capitalism at the neocolonial stage.
In recent years, social and political struggles have led to a certain
evolution in the relationship between the government and the
company. However, this conflict remains secondary because the
capitalist nature of MIFERMA was not questioned. Nevertheless
the State did try to strengthen its control over the capital invested
and to increase its share of the surplus value realised, in order to use
it for other purposes. Recently tough neotiations between the
government and the company concerning further development of
the mines have begun. Indeed, when investments were made in
1969, the Mauretanian government had already raised objections
and since then the conflict has grown.
In the Kedia of Idjil region there are some almost inexhaustible
reserves of mineral (1.7 billion tonnes)—in the form of magnetite
with a 40 per cent ore content, half of which could be enriched to
66 per cent. The exploitation of these magnetite craters ('guelb')
is important to Mauretania, because they would continue in
production almost indefinitely. The Mauretanian government has
supported the research carried out by MIFERMA since 1967, and
the company showed a certain interest in extending production in
so far as this would ensure the increased profitability of its
installations and provide a new source of profits: the first agreements
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called for one project to be completed by the end of 1975.
However, MIFERMA eventually had serious reservations when faced
with the risks of the undertaking: financial risks (new investments
of 50-100,000 million FCFA were planned), technical risks (the
need to enrich the mineral on site and therefore to bring in
considerable quantities of water), and above all the political risks
emerging from the situation evolving in Mauretania from 1971
onwards.
For its part, the Mauretanian government wanted to procure more
favourable terms of trade and to increase its control of surplus
value. Recently it had increasingly questioned the company's
fiscal and legal concessions and the result of the negotiations still in
progress is linked closely to the political evolution of the country.
The resolution of this conflict will be critical in years to come, and
will provide some indication of the likely development of contradictions in a neo-colonial situation.
In conclusion the various ways in which these contradictions appear
will be examined. The development of capitalism in Mauretania
(the establishment of MIFERMA was the first major step, followed
by the founding of a company to exploit the copper deposits at
Akjoujt and the fishing industry at Nouadhibou) has led to the
creation of a working class and the rapid destruction of precapitalist social relations along with other basic changes. Some of
these developments were in direct conflict with the demand for
national development by people from different social spheres,
including some within the neo-colonial government itself.
Multinational firms and national development: the contradictions
of the neo-colonial situation
An early result of the local establishment of productive capital was
the formation of a working class, which was non existent in
Mauretania until then. Its numbers may still seem small (about
15,000) but there is heavy concentration in the mining towns
(Zouerate, Nouadhibou and Akjoujt) and in Nouakchott, the
capital. Furthermore, it produces an increasingly large portion of
the national product and it is showing a political dynamism which is
going to be one of the determining factors in the political evolution
of the country.
This class consists of some of the migrants coming from the precapitalist sector. These migrants, of different ethnic and tribal
origins, will blend in the melting pot of proletarianisation, but not
without difficulty. There is still a considerable gap between the
basic aims of dispossessed herdsmen and farmers trying to recover
their traditional means of production or to earn the additional
income necessary for the survival of their family, and the perspective
of the worker living on his salary.
The generally low level of wages has already been emphasised.
Workers earn about 20,000 FCFA per month, while life is
particularly expensive in the new urban centres. The inadequacy
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of this salary is sharpened because the Mauretanian workers is still
enmeshed in 'traditional' distribution and consumption patterns.
A salary which is scarcely sufficient for the mere reproduction of
the labour force, must in addition feed the relations and visitors
from the home tribe or village. It must enable the worker to pay
dowries which are increasing continually, and to offer gifts to
political leaders, griots*, and marabouts.
This situation, described by some bourgeois sociologists as a kind of
social parasitism, is one effect of the plurality of social and economic
structures in present day Mauretania. Necessities, which now have to
be purchased, can often only be obtained by resorting to credit
from shopkeepers. The phenomenon of workers getting increasingly
into debt is general and some owe several months' salary to shopkeepers, and even to MIFERMA, which grants short term loans tor
the well being of its workers. The process of getting into debt is an
essential element of proletarianisation, if by that one means that a
worker must remain a wage earner not only to reproduce his social
and material status but also because this reproduction leads him to
depend more and more heavily on other social groups, such as
management and shopkeepers.
The social status of workers 'fortunate' enough to find work masks a
dramatic deterioration in their material situation. The low levels of
wages condemn workers to a life which is in no way superior to that
which they knew in the traditional sector. They live in appalling
conditions, crowded into slums on the outskirts of mining towns.
Accidents at work and very unhygenic conditions, largely a result
of the shortage of water, create widespread insecurity which is much
worse than that which they experienced 'in the bush'. Because of
the decline in social conditions related to proletarianisation and
urbanisation, this class is experiencing a serious social and moral
crisis which is common to the entire urban population, including
new migrants and the unemployed. Under these conditions the
potential for class consciousness grows, and like the proletarian
situation itself, this process is nourished by the struggles which result.
The greater stability of workers manifests itself in a reduction in
turnover, the acquisition of certain skills and limited possibilities of
internal promotion within companies. The communal ways of
living and the effects of urbanisation lead to transformations
peculiar to this social group. The ties with their traditional
environment are rapidly cut since they are rendered difficult by
the short holidays, the lack of money, the impossibility of acquiring
traditional kinds of goods (herds, fields, houses) and even of keeping
up the family inheritance, where it still exists.
A specific awareness develops above all through struggle and through
the forging of common interest. Mauretania is exemplary in this
respect because of the rapidity with which changes come about.
During the first years of MIFERMA's operations, there were social
conflicts which were comparable to those which occurred in the
^Translator's note: members of special caste whose role is traditionally that
of witchdoctor, minstrel and sage.

early working class struggles in Europe. They involved the destruction of materials and machinery and focused hostility on the
immediate supervisors of workers (foremen, butties, etc.). People
resisted the process of proletarianisation and large numbers left
voluntarily. The turning point came in 1968 with the organisation
of the first general strike in Zouerate. This was crushed by force,
causing many deaths and injuries. Having come into direct
conflict with the political realities of imperialist exploitation, the
Mauretanian working class realised the necessity for autonomous
organisation and for anti-imperialist action. The conflict developed
rapidly (February 1969) around trade union affiliation, with the
workers opposing the integration of UTM into the government.
From that moment onwards, their demands became more and
more precise, and mass action between 1969 and 1971 enabled
workers to have direct experience of their power and their
capacity to organize. Internal differences subsided in favour of
united class consciousness. Negotiations necessitated more and
more direct intervention by the Mauretanian government. It is true
that the political aims which have emerged from these struggles are
still fiercely nationalistic, but the are developing an antiimperialist perspective. These struggles have played a decisive role
in the political evolution of Mauretania in recent years.
The impact of MIFERMA's establishment and more generally, of
the development of capitalism in Mauretania, has not been
limited to the workforce. It has accelerated the rate of other profound changes in the structure of Mauretanitan society. Although it
is not possible to describe all of the forces which govern these
changes, they can be summarised as the acceleration of the process
of expropriation of the 'traditional' producers. The initial colonial
phase of this process has been described already. In the 'pastoral'
and rural sectors which receive only a minimum of public assistance,
the decline in production is becoming acute; these sectors are
becoming more and more incapable of feeding the country. Social
relations are commercialized, and matrimonial dues are subject to
considerable inflation. Meanwhile wage labour is on the increase in
these sectors, and generally traditional forms of organisation are
giving way to individual ownership of property and the individual
sale of labour power.
Centralised political and administrative organisation is already much
more significant than it was during the colonial period, and it is
rapidly spreading throughout the whole country.
Furthermore, migration is on the increase. The migrants leave their
home at an ever earlier age, but they are neither integrated into the
towns nor into industry. The local people call them tenusu (sheep
lost by the shepherd, wandering alone in search of food). These
migrants go from town to town in search of work, living off their
more fortunate relatives. The situation is not much different with
the farmers of the south, although in their case, a certain stability in
communal relations has allowed the establishment of some
supportive structures in the urban environment (for example,
communal groups for consumption and even for production).
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It is difficult to calculate how many migrants there are: the closest
estimate is based on the total urban population, which doubled
between 1960 and 1970, and is now about 200,000. The drought
which has gripped the country for several years and which took a
dramatic turn in 1973, has greatly increased this number; it is
likely to have doubled during the last four years. According to
present estimates, more than a third of the population of
Mauretania is settled in towns or on the outskirts of towns. These
recent migrants are crowded into slums or camps and most of
them are without work. They make up an industrial reserve army
which is used to put pressure on wages. At the same time increasing
numbers of them try to reach European capitalist countries where
they hope to find work. The decline in the material and social
conditions of these groups, has led to the formation of a growing
lumpenproletariat whenever it has not actually threatened their
survival (as was certainly true in the 1973 drought).
It is more difficult to analyse the development of the more
priviledged groups in the neo-colonial context. Many of these are
engaged in trade although the majority of little private investment takes place in Mauretania (more than half in the building
industry for villas for civil servants and tradesmen) indicates the
insignificance of the 'national bourgeoisie'. Indeed the term does
not suit the small number of tradesmen and builders capable of
making these investments.
The commercial sector, until now the only one in which any
national capital could be accumulated, is highly stratified and
dominated by a few large import-export traders. The sector is
composed largely of a network of small businessmen, often agents,
who'are themselves generally in debt. The low standard of living of
the mass of the Mauretanian population does not enable the
accumulation of capital on a significant scale. Only through State
intervention, eg by creating a national industry like SONIMEX, can
a certain amount of capital be mobilized. 'Business groups', who
thus also feel the effects of imperialist domination, easily develop
an intense nationalism, coloured by Islam, and they could easily be
influenced by a Libyan type of ideology.
The State as an essential part of the neo-colonial situation
The genesis of independent states was based on the transformation of
the political control exercised by French imperialism. Thus the new
politicians came initially from the ranks traditionally associated with
the colonial administration. The new State's role was to provide
the local link in the chain of imperialist exploitation. The way in
which the Mauretanian Government fulfils this role has already been
shown, particularly in connection with MIFERMA; it upholds the
legal and political guarantees already established by the French
Government. It has intervened on many occasions, notably in
Zonerate in 1968, to defend capitalist interests when these were
threatened by popular protest. It has undertaken responsibility
for most of the non-productive sectors, such as infrastructure and
education and training. The budget emphasises these areas at the
expense of productive investment and planning, and neglects the
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non-capitalist sectors of the economy. This results in a 'laissez-faire'
situation which guarantees the laws of capital a free reign. The end
product of this process is the expropriation of producers and the
penetration of all non-capitalist sectors.
The close ties maintained with France encourage imperialist
domination in Mauretania. The State develops an overbearing and
largely ineffective administration, while the royalties paid and the
loans granted by the large capitalist companies encourage the
reproduction of imperialist domination and improve the
possibilities of extracting profit. This reproduction occurs through
the aegis of the State apparatus, which is the lynch-pin of neocolonial exploitation. Yet at the same time the State is also the
principal place where the contradictions pertaining to the neocolonial situation develop.
These contradictions can be seen on two levels: in economic terms
the dominant ideology of the earlier independence period, namely
the possibility of basing development on private capital, has given
way to this illusion. While production apparently increased, and
while private capital certainly flowed into the country, it flowed
out in even larger quantities. These flows led to a persistent deficit
in the balance of payments (Table 10) and to a growing debt
estimated at about 85,000 million FCFA in 1970. Capital, furthermore, was directed only towards certain well-defined sectors with a
high return and this only emphasised the structural inbalances of the
economy. The effects on the standard of living of many Mauretanians
have been shown to have been negative.
This false growth which hides the extended reproduction of
imperialist domination raises difficulties which result in the State
being increasingly called upon to intervene in economic life. At
times, it is moved from the management of the sector which promotes imperialist interests, to total responsibility for that sectorie in the fishing industry, which is now run on a State capitalist
basis, and which will benefit large sections of the bureaucratic class.
The contradictions also appear at the political level. Here they
encourage the awareness of another kind of potential
development (apparent in the experiences of socialist countries
and in Third World countries which have pursued a non-capitalist
strategy). From 1969, social and political struggles have developed
considerably, once they were less constrained by the burden of
ethnic and regional divisions and Moroccan demands. Divisions
appeared within the government, aggravated by the financial
scandals in which members of the government were involved. The
combination of these struggles and the general discontent in the
country, including the rural and pastoral zones now affected by the
drought, led to a serious political crisis and to a considerable upheaval in the political life of the country. From that time onwards
imperialist domination has been more directly called into question.
Attacks against imperialism were at the centre of the social and
political struggles which shook Mauretania in 1971 a crucial year.
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Table 10: Mauretania: Balance of Payments Account 1970-73
A. Goods and
1959
Services
milliori FCFA
Exports
3.3
Imports
6.9
Trade Balance
-3.6
Service Balance
+2.3
Goods and Services
Balance
- 1.3
Interest on National
Debt
nil
Net repatriation
of Private Investment Income nil
Private transfers nil
Total
nil
Provisional Balance
-1.3
Erros and
ommissions
-0.3
Balance on Current
Account
-1.6
B. Capital Account
Public Sector
Transfers
1.5
Credits
0.1
Loans
0.7
Refund on loans
Total Public Sector
2.3
Private Sector
Long term
capital
nil
Loan requirement
nil
Short-term loans nil
Others
-0.7
Total Private Sector
-0.7
Balance on Capital
Account
1.6
Balance of Payments
0

1967
million FCFA
13.8
13.7
+0.1
-0.6

1968
million FCFA
21.0
15.8
+5.2
-2.1

-0.5

+3.1

0.1

0.1

4.1
1.1
5.3

6.9
1.1
8.1
-5.8

+ 1.3

-5.0
- 2.5

-4.5

1.1
1.4
0.1
- 0.2

-7.5

0.9
1.8
1.0
- 0.2
3.5

2.4
2.5

6.1

- 1.4
0.6
-

- 2.5
- 0.6
1.7

3.0

4.1
-0.4

6.5
-1.0

NOTE: The short-term balance of payments deficit rose from -39,000
million FCFA in 1964 to - 8 1 000 million in 1968. This means that
henceforth there was a desperate need for capital inflows to balance
this item, which it is otherwise difficult to deal with in view of the
short term nature of the obligations. This represents one- of the more
obvious forms of economic dependence

The Mauretanian Government initially tried to deal with these
troubles through repression but the international situation was no
longer comparable to that which had enabled the direct invention of
French troops in Gabon and Chad; the Government was therefore
forced to seek a political solution and the composition of the
leadership was drastically changed as a result.
These new developments led to a number of changes: a hardening of
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attitudes towards MIFERMA; a termination in 1972 of agreements
made with the old colonial power; the resumption of government
direction of the national economy. The creation of a national
currency and the abandonment of the Franc zone should enable
Mauretania to have more control over the economic and financial
fluctuations from which, as a trading nation it cannot escape at
present. The creation in 1973 of a national investment corporation
(SN1M), along the lines of the Algerian SONATRAC has allowed
Mauretania to initiate local industrial developments which
capitalism had shown itself incapable of doing.
The new political and economic policies introduced in 1973, need to
be analysed in more detail. Here only those which effect MIFERMA
can be mentioned. MIFERMA was forced to accept restrictions on
the movement of capital, to pay heavier taxes, and to exert some
limitations on the sacrosanct principle of the 'freedom' of capital
to control investment and the creation of further capital. In these
circumstances, it remains to be seen whether the company will agree
to a reduction in its profits; whether it will foment direct political
intervention; or whether it would rather wind up its activities to
frustrate Mauretania's efforts? At this time, following Algeria and
some other Arab countries, the government seems to be considering
nationalisation, but only a new advance in political and economic
consciousness in Mauretania in response to a renewed development
of the anti-imperialist struggle could bring that solution to this
present confrontation.
Conclusion
This paper has tried to show through the example of MIFERMA and
Mauretania how neo-colonialism is linked to the new forms of
imperialism appearing at the stage of state monopoly capitalism,
while at the same time it is firmly rooted in the further development of the contradictions of colonialism itself. But such local
development of capitalism is fundamentally opposed to the
demands for national development, which emerge from various
political and social struggles. What appears as growth is merely an
increase in the surplus extracted and largely expatriated, swelling
the resources controlled by the monopolies. The resulting contradictions come together at government level, as the government
attempts to meet the demands for national development within
the context of the existence of numbers of conflicting structures.
The struggle for power and for social and economic change
becomes the key to the future of these societies. Mauretania seems,
over the last few years, to have taken a new course, yet numerous
questions remain in relation to the further development of this
political struggle.
Numerous studies of particular neo-colonial situations in Africa
would enable one to identify more clearly the general factors
involved here and those that are peculiar to Mauretania. Such
studies are indispensable to theoretical and political formulations
aiming at an analysis of imperialism, the state and transition,
especially at a time when these problems present themselves
on a global scale through the peoples' revolutionary struggles.
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Briefings
Copper and the Multinationals : An Editorial Comment
We publish below a report of a conference of copper producers
held in Lusaka in July of last year. The report speaks for itself but
there are a number of introductory comments which seem to us
appropriate relating to the discussions and conclusions of this
conference.
The notion that the oil producers themselves have pushed up oil
prices through the political power derived from their unity glosses
over the reality of the so-called oil 'crisis'. The success of the oil
producers was predicated on a coincidence of interest between
them, the oil multinationals (especially the US based), and the US
economy. While this is not to deny the importance of united
action on the part of producer countries, it is to suggest that this,
like any other united action by primary commodity producing
states, has to be placed in the context of overall developments
within the world capitalist system, some of which we have
attempted to point to in our editorial in this issue.
The failure to come to terms with imperialist realities is further
evidenced by the conference's discussion of Chilean copper and the
lessons to be learned from the Chilean experience. And this a bare
nine months after the bloody US-sponsored military coup, which
the conference fails to mention! Indeed the conference seems to
have suggested that there was some significant continuity between
pre- and post-coup Chile in that the new regime maintained the
nationalised status of the mines.
The US involvement in the coup is no longer denied. The 'multilateral' aid agencies openly assisted the economic boycott of
Chile which preceded the coup. One of the copper companies was a
very active and militant enemy of the Allende government's
policies. Had the conference delved into the implications of these
facts, it would soon have found the basis upon which to discuss the
limits which prevent the copper producing countries from genuinely
taking over the mines. They would then also have had some
justification for not going beyond recommending tinkering with
localisation policies or with some better accounting controls. To
suggest however that this tinkering would lead to a far-reaching
solution is not justified. Such measures are merely a palliative,
and should be seen as such. The cure, as the Chilean people
discovered, is not available without confronting the forces of
imperialism. And as we now know from Kissinger himself,
permission was not granted in order to keep Chile safe for
'democracy' and the multinationals.

Development and Underdevelopment in Copper-based Economies:
A report of a conference of researchers from major copper exporting
countries, Lusaka 1974.
How can copper-exporting countries capture the investible
surpluses produced by their mines and direct them to restructuring
their economies to increase productive employment opportunities
and raise the living standards of the broad masses of their
populations? This was the underlying issue discussed by university
and government researchers from (post-Allende!) Chile, Peru,
Zaire and Zambia, the four major copper-exporting nations, at a
conference in Lusaka, July 3-9 1974. Researchers from Papua-New
Guinea and Botswana, where new mines are just being developed,
also participated. Although the conference focused on the development strategies adopted by copper-based economies over the last
twenty years, the analysis should prove of use to other mineral-rich .
underdeveloped countries.
Despite the historical, geographical, social and political differences
of the copper-exporting nations, all have at least two characteristics
in common: Copper sold to the uncertain world market makes up a
major share of their exports and their vast mining sectors have been
developed by a handful of multinational copper companies which
have extracted most of the investible surpluses produced. Together
with foreign banks, the export-import trade and internal wholesale
trading companies, the copper companies dominate critical sectors
of their economies. Domestic incomes are highly skewed, with a
small high income group obtaining as much as half to three-fourths
of the incomes remaining in the countries.
The papers presented at the Lusaka Conference showed that in all
the countries the multinational copper companies had invested
under conditions giving them the right to take away a major share
of the investible surpluses produced. Thus, the Chilean and
Peruvian Governments provided particularly 'attractive' conditions •
for foreign investors in the 1950's. As a result a US-dominated
consortium opened the vast, profitable Toquepala mine in
Southern Peru, but Kennecott and Anaconda preferred nonetheless
to expand their output elsewhere than in Chile, in the context of
their global profit maximising perspectives. In Africa, the South
African-based conglomerate, Anglo-American, and Roan Selection
Trust, a subsidiary of the US based American Metal Climax
(AMAX), had already established their production in Zambia
during British colonial rule, and Union Miniere du Haute Katanga
had developed its mines in the 'Belgian Congo' with the support of
the Belgian colonial administrators.
By the end of the 1960's, most of the copper-exporting countries
had begun to attempt to capture a greater share of the investible
surpluses produced by their mines. Chile's Government first took
51 per cent of the shares, and then, following the election of
Allende's socialist coalition, nationalised the mines outright.
Twenty years of efforts to increase government revenues and
national control had, on the one hand, given government administra-

tors the necessary experience to handle the mines, and on the other,
convinced the mass of the population of the necessity of nationalisation. Consideration of the super profits previously extracted by the
companies led the Allende Government to reject payment of
further compensation.* Even the post-coup Government of Chile
decided to keep the big mines in the public sector, but it did agree
to pay compensation, and invited foreign firms to open new mines.
The papers from Chile and Peru, where more information has been
collected, detailed the variety of techniques by which the mining
companies had, over the past twenty years, continued to ship
significant shares of investible surpluses out of their countries,
despite governmental efforts to attain greater control. These included in particular, the overpricing of imports of mining equipment and machinery, the introduction of large depletion and
accelerated depreciation allowances, and the manipulation of
exchange control devices. Taxes on incomes, rather than on
exports, facilitated the use of these devices through adjustment of
book incomes within multinational corporate structures to reduce
the apparent income received within the countries. Government
control of managing and marketing, as well as lessened dependence
on imports, could, it was suggested, reduce the effectiveness of
these devices.
The Zairois Government purchased 100 per cent of Union Miniere's
copper mines, paying about $800,000,000 in compensation. A
Union Miniere affiliate handled marketing and management for a
fee, although the Government had begun to attempt to exercise
greater control of these at the time of the Lusaka Conference. A
new investment code was passed, under which the Zairois
Government granted new concessions to two new multinational
consortiums, one predominantly a Japanese project; the other run
by Chartered Consolidated Inc., an associate of Anglo-American.
Lack of detailed information rendered it difficult to analyse these
agreements fully.
At the end of 1969, Zambia's Government took over 51 per cent of
the equity of the two big mining companies, Anglo-American and
RST-AMAX, in an effort to increase its control of the mines' operations, as well as to foster investment to expand output. Unfortunately,
51 per cent ownership did not provide a significant degree of control
over management and marketing, which continued to be handled by
the companies. The compensation payments ($40 million a year
until 1978, then $25 million a year till 1982), together with tax and
other concessions, contributed about half of the ensuing sharp fall
in Government revenues from about $365 million in 1969 to an
average of about $73 million in 1971 and 1972. In 1973, the
Zambian Government therefore refinanced its purchase of the
shares, in a way that was intended to enable it to increase its
"The role of the US Government in creating the conditions leading to the
overthrow of the Allende Government have now become public knowledge,
and admitted by US President Ford (Cf. S.M. Hcrsh, 'CIA Is Linked to
Strikes in Chile that Beset AUcnde', New York Times, Sept. 20 1974).

effective taxes on the companies, and partly in hopes of being able
to increase its control of management as well as of overseas marketing. The Agreement as to management and marketing remains
binding until 1980, however, so that it appeared as though Government would need to reach some sort of compromise with the
companies on this issue.
The mines in Botswana and Papua New Guinea were opened under
conditions very, favourable to the multinational companies, some of
which simply reinvested compensation they received for their mines
elsewhere. Although Botswana had achieved political independence
before the Anglo-American/AMAX consortium negotiated the agreement to open its copper deposits, it was still economically dominated
by South Africa, Anglo's home base. Papua-New Guinea was—and
still is—an Australian protectorate when Rio Tinto Zinc began
digging its mines.
Neither Government will receive a large share of the investible
surpluses produced under the present taxation agreements. The
national Government of Papua-New Guinea is hoping to renegotiate
its arrangements with Rio Tinto Zinc (which recovered almost half
its initial investment in one year), as well as to negotiate a better
one with Kennecott, which is interested in developing another of
the country's rich deposits.
The evidence presented at the Lusaka Conference suggested that,
while Chile and Peru had enough local personnel to handle management, marketing and technical posts, this was far from the case in
the other countries. Zaire appeared to have achieved the highest
degree of localisation among the African states, including 75 per
cent of the administrative personnel of the mines, although threefourths of the technical personnel remained foreign. In Zambia,
localisation was proceeding at a slow pace, and was even more
retarded in Botswana and Papua-New Guinea. One reason for
localisation is the high cost of foreign personnel. In Zambia, a third
of the mines' wage and salary bill (excluding gratuities, housing
subsidies, etc.) is paid to expatriates, who make up only ten per
cent of the labour force. In the highly capital-intensive mines of
Papua-New Guinea, the expatriate staff gets more than double the
total wages paid to the local personnel.
It was agreed that in all these issues, CIPEC could play a larger role
in contributing information, helping to establish appropriate
investment standards and tax laws, and facilitating provision of
technical personnel. It was suggested that the process of increasing
national control might be facilitated if the Latin American countries
would second some of their technical personnel.
The conference participants emphasised that CIPEC's crucial role
should be directed to stabilising international copper prices. The
decisions reached at the CIPEC Conference, held a week earlier in
Lusaka regarding this matter, remained confidential. The
researchers recognised, however, that efforts to stabilise copper
prices were likely to be hindered by the fact that, 1) copper scrap,

over which copper-exporting countries have no control, constitutes
about 40 per cent of the copper sold in developed countries,
2) the multinational companies still handle the marketing of most
exporting countries' sales, and are expanding their sources of
supply by r.*jw investments elsewhere; 3) the London Metal
Exchange copper prices are affected by speculation, which
aggravates price fluctuations. These features underlined the
necessity of increased national efforts to control overseas marketing, as well as joint action to regulate international prices of new
copper produced.
The Lusaka Conference participants agreed that it is not enough
merely to capture the investible surpluses produced by their mines;
it is important to plan their use in such a way as to restructure
their lop-sided, externally dependent economies, to increase
productive employment opportunities in all sectors as a necessary
prelude to raising the living standards of the broad masses of the
population.
Increasing Government expenditures of tax revenues on expanding
administration and infrastructure (a significant share of the latter
to facilitate mine expansion) would not achieve such development.
As Chile's experience over the last few decades, and Zambia's in
1971-2, illustrated, when world copper prices and revenues sag,
the government must borrow to finance the current expenditures
to which it has become committed. This fosters domestic
inflation, as well as further external dependence.
All these factors led the Lusaka Conference participants to conclude
that the governments of copper-based economies should formulate
long-term industrial strategies to spread productive employment
opportunities into all sectors of their economies. These plans
should be backed by effective incomes policies and essential
institutional changes, particularly in the key areas of finance,
import and internal wholesale trade, and industry itself. To leave
critical investment decisions to the so-called 'market forces', it was
argued, could only further aggravate the inherited lop-sided
structure of the economies.
It was emphasised, too, that the long-term strategies of the
individual copper-exporting nations should, wherever possible, be
linked to the formulation of a joint industrial strategy with neighbouring countries. Considerable discussion was devoted to the
Zambia, Zaire and Botswana case. It was clear from the evidence
presented that the copper companies had taken advantage of the
divided status of the countries to augment their profits at the
countries' expense. Anglo and AMAX, for example, invested in
Botswana, where they received a 'better deal' than in Zambia,
despite Zambia's efforts to encourage them to expand their existing
mines there. The consortium plans to ship its copper-nickel output, not to Zambia's smelting-refinery complex-which would
require a short railway to link the two countries' rail systems—but,
instead, to an AMAX smelter-refinery in the United States, from
which it will be reshipped to the Metalgesellschaft in West

Germany. Likewise, until now, Anglo's Charter Consolidated and
the Japanese consortium in Zaire have been reluctant to refine their
ores in Zaire, arguing that economies of scale require larger outputs
(although Anglo had been refining its copper output in Zambia for
years!). Now the Zaire Government plans to insist that new
refineries be completed in Zaire by 1980. At the same time,
Zambia's Government has built a new copper wire and rod factory
(processing less than one per cent of its output) in collaboration
with Phelps Dodge, a US firm, which imports what the local
factory cannot produce. This has reduced the market for the
existing Zairois wire and rod factory.
All in all, it would make far more sense if the three governments
got together to plan the expansion of an integrated copper industry
and its linkages, including inputs (oil, explosives, hydro-electric
power, etc.) and outputs (fabricated wire and rod, brass and
electrical fixtures, etc.), as well as a joint transport system. This
could form the foundation of a regional industrial complex. The
development of this kind of regional cooperation, the conference
participants agreed should be another concern of CIPEC, as well as
the Economic Commission for Africa, whose participants at the
Lusaka Conference urged this kind of cooperation.

Appeal by GAMMA
(Guinea, Angola, Mozambique Medical Action)
The struggles of the peoples of Guinea-Bissau, Mozambique and
Angola against Portuguese colonialism have ended in victory. As a
result of their heroic armed resistance, decolonisation has been
won, and the way was laid open for the people of Portugal to
overthrow fascism in their country. In Guinea, a people's government has now been established under the leadership of PAIGC.
In Mozambique, the Transitional Government will later this year
give way to a government of Frelimo. In Angola, the divisive forces
of imperialism have been stronger, but the mass political base of
MPLA augurs well for this party to become at least the dominant
force in the government. Now, with political power in the hands of
the peoples' representatives, the struggles of the countries to
achieve complete national liberation enter a new phase—against
neo-colonialism and for economic and social construction.
During the phase of armed struggle, the health services of
PAIGC, Frelimo and MPLA brought health care to their peoples
for the first time in history. Functioning under the difficult
conditions of warfare, they provided the population in the
liberated areas with basic curative care and they mounted
campaigns of immunisation and health education. Now the
services will be responsible for the whole populations, and they
must be greatly expanded and developed to play their roles in
national construction.
GAMMA is a medical subgroup of the British Committee for
Freedom in Mozambique, Angola and Guinea. It exists to organise
material and political solidarity with the health services of the

three liberation movements. During the period of armed struggle,
it collected some hundreds of pints of blood at donor sessions held
in different parts of Britain, the plasma being sent out in a freezedried state not requiring refrigeration. GAMMA sent teaching
materials to help in the training of health cadres and, most
important, portable 'back-pack' health kits for mobile medical
care. The teaching material and health kits are still urgently
needed by the services now facing the tasks of rapid expansion.
The health kits are particularly valuable at this stage. In the underdeveloped conditions left by Portuguese colonialism, much of the
health work in the rural areas, where most of the people live, will
have to be carried out by mobile teams; in the absence of a transport
system, the health workers will have to cover a great deal of the
distance involved on foot. Even where there are fixed health units,
they will often have to be supplied by the same method. The kits,
specially designed by GAMMA to the specifications of the health
services, contain basic drugs, simple instruments for first-aid and
minor surgery, needles for immunisation, and umbilical cord packs
to prevent tetanus in newborn babies. Each kit costs £120. Many
more are needed immediately. Those people wishing to contribute
to GAMMA for the kits and teaching material are asked to fill in the
bankers order form below and send it to the address shown as
soon as possible. Single donations are of course also welcomed.
Bankers' Order
TO: The Manager,
Date:
Name of bank
Branch address
Please make payment, and debit my/our account in accordance with the
following details to:
GAMMA-Account No. 21008226, Midland Bank Ltd. (40-60-10)
70 St. Martins Lane, London WC2N 4JZ.
Total amount per year: £
p
Payments to be made: monthly/quarterly/half-yearly/annually until further
notice (delete as necessary)
First payment to be made on the 1st day of the month subsequent to
receiving this Order.
Name
Signature
A d d r e s s ..................•....•.•.,......,•..,..,...,.•......„...••••...»....»...••••••.••.••

•...••••••.....

PLEASE SEND THIS FORM OR SINGLE DONATIONS TO GAMMA,
c/o CFMAG, Top Floor, 12-13 Little Newport Street, London WC2AH 7JJ.

Conference on the political economy of Kenya 1929-1952
A conference will be held on 26-29 June 1975, at Trinity College,
Cambridge. Contributions have already been promised in the fields
of metropole-Kenya relations, changing government policy towards
settler and peasant agriculture, changes within the peasant sector,
race relations, national income, urbanization and trades unionism.
Would anybody interested in attending or in contributing a paper
please contact either Roger van Zwanenberg, University of Dar es
Salaam, P.O. Box 35050, Dar es Salaam, Tanzania; or John
Lonsdale, Trinity College, Cambridge, U.K.

Reviews
How Europe Underdeveloped Africa by Walter Rodney, Tanzania
Publishing House and Bogle D'Ouverture, 1973; £0.65; Howard
University Press, 1974. $10.50.
A systematic analysis of the historical context of the systemic underdevelopment of Africa as an integral part of the process of expansionist European development is perhaps the best capsule summary of
Dr. Rodney's study. The basic analytical model starts from European
intrusion based on a limited and specific technological lead (notably
in ships and cannon) leading to primitive accumulation-especially
via the slave trade—in Europe and a parallel warping or disintegration
of African socio-political and politico-economic patterns over the
period 1475-1850. Both the positive effects in Europe (directly,
and via its New World expansion which was critically dependent on
slaves) and the negative impact in Africa, reinforced and consolidated Europe's lead and thereby laid the groundwork for the
colonial era which even more markedly prevented African development. The model is both cogently argued and buttressed by a
substantial number of miniature case studies.
Rodney's work is firmly Africa centred, even though his central
concern is the impact in and on Africa of European expansion. This
may lead to some doubtful evaluations of how critical African
underdevelopment was for European development (particularly
after the end of the slave trade) but it avoids the major error of
treating Africa as inherently and necessarily an extension (or
periphery) of Europe. That approach-whatever the ideology of the
author—is integrally neo-colonial since it denies the possibility of
independent African development (see Hobson or Trotsky or
Teresa Hayter). It is a major strength of Rodney's work that he
has achieved a broad historic study which is Africa and African
centred even when the nature of the events and the readily available
data sources would make a slide into de facto Eurocentrism all
too easy.
The broad historic canvas necessarily means selectivity as to examples
and details chosen, but the selection is both wide enough and
detailed enough that no charge of systematic bias or suppression of
incL ivenient data can be posed seriously. However, the nature of
the unity among the early neo-colonial, colonial, and late neocolonial periods is not evaluated adequately, nor is sufficient weight
given to knowledge in a broader context than technology. Both of
these gaps may result from the use of 1960 as a cutoff date; they
appear most clearly and demand a reassessment of the early neocolonial period most urgently when one is studying the pattern of
events after formal independence.
Many of the African states in close contact with Europeans came to
be neo-colonies long before they were colonies: almost all of the
major slave supplying states and the Oil Rivers 'legitimate trade'
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states are clear examples. They were not as ideologically penetrated
as the post colonial neo-colonies although, as some of Rodney's
examples show and others would demonstrate further, the process
had often gone far beyond importing isolated pieces of technology
or individual technological skills. Indeed, Rodney appears to
overstress the importance of pure technology as opposed to technical
and organizational knowledge of a broader type. It was not, after all,
the Gatling gun which was critical to Britain's colonial advance in
Africa so much as the square formation and the tactics of troop and
firepower use. When these were botched—as at Isandlwana—
superiority in technology, including firepower, did not avert major
African victories. The point is of general interest because it underlines not only much of the early 'success' of European penetration
but is also critical today in the context of multinational corporation
activity in Africa. The use of knowledge to dominate is normally
systemic; a great deal of technology (and less certainly other
technical and organizational knowledge) can be imported safely if
the importer has a strong national framework in which the imports
are to be utilized and adapted (vide Meiji Japan); but not otherwise.
Twin questions arise: why did colonialism come so late? and why
was it substituted for pre colonial neo-colonialism? Rodney's
answers are that it was not possible earlier and that it was necessary
for more effective exploitation; these are not entirely convincing.
The Aztec and Inca Empires were overthrown by European intrusions no larger, no better equipped, and with no higher degree of
knowledge than the early African expeditions. The greatest European gains from Africa (certainly relative to the European system
itself and quite possibly absolutely) came from the slave trade
during the early neo-colonial period. The colonial scramble appears
to have been set off by the clash between the 'imperialism of free
trade' (basically British) and the 'imperialism of neo-mercantilism'
(basically French and German, with 'Leopold of The Congo' a special
case). The former sought to use the neo-colonized states as avenues
for free trade (ie access of the strong without hindrance to the
resources and markets of the weak) while the latter sought exclusive
colonies free from British competition. To avoid preemption (or a
European war over free trade at the periphery), the British were
forced to match their opponents' tactics. A parallel (and perhaps
more basic) pair of historical developments were institutional and
technical: the neo-colonial states increasingly tended to disintegrate
under pressure, and thus to be perceived by Europe as inefficient,
while the technical and institutional requirements of modern
mining and of settler based agriculture were seen by Europe
(probably accurately) to be beyond the capacity of most of the
neo-colonial states with the warped and limited development
imposed on them by previous penetration. Rodney touches on
these issues but does not really build an overall pattern of
synthesis of their interrelationship or total significance.
The particular Marxist ideological framework used seems rather
more rigid than necessary and, in part, somewhat idealized in that
its socialism is an achieved final state rather than manifest in the
actual process of transition. This is a secondary criticism as the
work is not a treatise in socialist theory. However, when taken to-
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gether with the correct centering on Africa, the rigidity may leave
Rodney open to one avoidable fine of criticism. It is not necessary
to show that European expansion in each case, at each time,
benefited each European nation, its entire dominant class alliance,
or each colonial interest unit. The author probably would agree to
this, but at times appears to argue the reverse. At the trivial level,
some firms made mistakes (eg many 'French' Congo concession
companies). At a more general level, several dominant class
alliances included groups which believed their gains from colonies
were minimal or negative but were willing to give limited support
to colonial interest groups in the interests of class coalition
solidarity (Bismark and Gladstone were, for example, leaders of
such elements). Further, for the UK the substitution of colonial
for neo-colonial rule in tropical Africa (and perhaps in Egypt,
though not in South Africa) may well have been forced on it to
avoid a greater loss from exclusion arising from the contradiction
with French 'neo-mercantilist' imperialism. Finally, for France
(albeit very clearly not for Belgium) it is arguable that the colonial
empire South of the Sahara was an expensive redistributive
mechanism to the bureaucracy, the military, and to the least
efficient sectors of French business, with exploitative gains on
unequal exchange in terms of raw materials and exports not fully
meeting costs from an abstract national point of view.
None of these points weakens the basic themes that, overall,
European penetration was intended to benefit Europe economically
and did so 'handsomely' (especially in respect of the slave trade and
the major settler and mining colonies), and that forced stagnation,
disintegration, and warped change in Africa were caused by European expansionist development and created the state and process
of present African underdevelopment. The failed concessionaires
killed, pillaged, and destroyed societies as much as (perhaps more
than) the successful. Leopold 'earned' less than half a per cent of the
total colonial period surplus extracted from the Congo, but the cost
of that half per cent-as exemplified in the 10,000,000 lives it costmay well have exceeded that of the other 99.5 per cent. The 'French'
West African was in no way less harmed if the surpluses extracted
from him and the shambles made of his state and society had to be
augmented by higher French domestic taxes and a warping of French
industrial and commercial development to provide 'adequate' colonial
firm profits, administrator salaries, and military budgets.
The pattern of imperialism in Africa which emerges from Rodney's
study is dominantly Luxembourgian (or Emmanuelite). Sources of
raw materials and opportunities for unequal exchange, rather than
outlets for investible surplus, were critical with the North African
settler colonies and—in a rather different way—South Africa (the
only cases in which a significant Hobsonian vent for investible
surplus strand is of much significance). Even ignoring the unequal
exchange element concealed in trade data, few African colonies
(and no pre colonial neo-colonies) had positive balances of net
capital flows minus current factor payments and these were largely
military outpost or labour reserve colonies where the flows were
hardly evidence of productive investment. Taking unequal exchange
into consideration (both in the Emmanuelite sense and the narrower
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one of underinvbicing exports in respect of world market prices—a
phenomenon which appears to exceed 50 per cent for Mozambique),
the absence of sustained net resources transfers would be even more
marked. This particular imperialist pattern is relevant to Rodney's
main theme. A vent for investible surplus imperialism, while not
consistent with African development (defined as increased ability to
control the external environment including political, economic,
military, and ideological as well as physical aspects) under
colonialism, would have left considerably higher levels of productive forces, of social organization, and of knowledge. It would,
in that limited sense, have made the obstacles to transforming postcolonial neocolonialism into a new process (or processes) of
African development less difficult.
Reginald Herbold Green
Institute of Development Studies at Sussex
Peasant Politics: Conflict and Development in Murang'a, by Geoff
Lamb, Lewes, Sussex (Julian Friedmann), 1974, 160pp, £3.50.
All too often in studies of Africa's political economy, particularly
that of Kenya, academic analysis of economic development goes no
further than the production of various indices of growth, which
demonstrate the presence (or absence) of a general process of
development. In such analyses, development becomes an increase
in production and per capita income, without consideration of
whether the increase has been equitably distributed. For this
author, however, such data marks the beginning and not the goal of
analysis. As he hints in his title, the idea of 'conflict' is prior to that
of'development', and he discusses not only the process of development, but also that of rural polarisation arising both from growth
and from clashes between different social groups over the means by
which development shall take place. From this point of view,
Lamb's book is a pioneering one, at least where Kenya is concerned.
There is further originality in his treatment of Kenyan politics,
where until now critics have concentrated on the actions and
exploits of the new national bourgeoisie, giving minimal attention
to the rural situation. By pitching his study at an intermediate level,
that of the district, Geoff Lamb fills an important gap; we can only
regret that his book was not available earlier.
At the same time, the study has some faults, less in what the author
says than in what he omits or excludes. Lamb's discussion of the
historical background in Murang'a, for example, focuses on the
years immediately before independence, and neglects earlier
periods. Thus he gives us an excellent account of land reapprotionment in the late colonial period, essential to an understanding of
social and economic change in Kikuyu areas. But when he introduces
the main political figures of Murang'a, he fails to tell us what they
are and how they came to their positions; this is most obviously
serious in the case of Dr. Kiano, 'the most prominent KANU figure
in the district'. A further weakness lies in Lamb's exclusive
concentration on the district level. As he points out, political conflicts of key importance to Murang'a were resolved at the national
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level, most often by the President. Such decisions cannot be dealt
with in Lamb's analysis, though he is not really to blame, since no
researcher has so far penetrated the secrecy surrounding Presidential
decisions. The same cannot be said, however, for his lack of any
treatment of the village level. The study of the political process at
district level must be incomplete, and aspects of it escape us, if we
are not also shown how the main district-level political actors are
rooted in the villages and how, at this level, they establish patronclient relationships. A number of case studies of such phenomena
would have been invaluable in understanding the workings of
peasant politics in Kenya.
Let us, however, finish on a more positive note. I found the book's
conclusions very interesting, particularly as they were not derived
from some preconceived schema, but from the whole range of the
author's data and analysis. This is an important and very welcome
feature of a book that is intellectually—and physically—most
attractive.
Rob Buijtenhuijs
The Land-locked Countries of Africa Z. Cervenka (ed) Uppsala
(Scandinavian Institute of African Studies), 1973, 369pp, no price.
The current tendency in UNCTAD and elsewhere to view the problems of underdeveloped land-locked states primarily in terms of
alternative routes, access to the sea, rights of transit etc, is an
excellent example of the way in which neo-colonial interests
determine the concerns of the third world.
For being land-locked is a serious problem only if the country is
dependent upon foreign trade, and if a situation of competition or
hostility exists with neighbouring states. Being land-locked has not
prevented the development of Switzerland or Czechoslovakia, and in
certain circumstances isolation can be a positive advantage. (The
imposition of sanctions on Rhodesia for example had the effect
initially of strengthening the economy by encouraging local manufacturing).
In Africa, therefore, it is the structure of the economy plus the
confrontation with the white minority regimes in the south which
makes 'land-lockedness' such a serious problem The answer lies not in
an international agreement over access to the sea, but in changes in
the economic structure towards greater regional inter-dependence and
complementarity, and in the liberation of the south. So the test of
the Tan-Zam railway will be, not whether it gives Zambia better access
to world markets, but whether it encourages greater economic interdependence in East and Central Africa.
The papers which make up this book are uneven in quality and very
varied in approach. The general trend is legalistic, and it ends with a
proposal to the OAU for a draft convention which would guarantee
transit and access rights for the African land-locked states. It does,
however, also contain some excellent papers (notably by Tamas
Szentes and Lionel Cliffe) which make very clear the limitations
of such a solution.
Catherine Hoskyns
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