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RUTH FIRST
Ruth was one of our founding editors and the most active initiators of the
Review. We can hardly believe she is dead for we remember her sharpness of
intellect, her trenchant comments at our meetings, her dedication to
constructing a relevant political theory and practice, and the warmth and
humour of her personal relationships with us. It's a terrible blow, one from
which those who knew Ruth and worked with her in South Africa, in antiapartheid work, on the Review, and recently in Mozambique will find it hard
ever to fully recover.
The South African government's security agents undoubtedly arranged
Ruth's horrible murder by letter bomb in Maputo. They have thrown down the
gauntlet, not for the first time, but in a manner that confirms the abysmal
depths to which they are prepared to sink in their attempt to hold back the
progressive forces on the sub-continent. Invasions into Angola, duplicity on
the Namibian settlement, arming dissident groups in Mozambique and
Zimbabwe, bombing the offices of the African National Congress,
assassinating its officials — now this. Ruth would not wish us to claim some
special victim's privilege for her as a white, a woman, an intellectual and a
writer of some fame and distinction. Nor do we do so. The apartheid monster
is loose: behind the sickening and evasive talk of reform those astride this
beast pursue their path of brutality and blood. No women and men who by
word of mouth, writing or deed oppose apartheid are safe.
We in ROAPE were the beneficiaries of her open-handedness and openmindedness. We all tried a little harder in her presence. Ruth was a person
who combined quite extraordinary talents with an implacable contempt for
those who demeaned the life of the less wealthy and privileged. Those who
have murdered her have scored a victory for reaction by silencing an opponent
so luminous and so powerful that they could no longer bear to hear her voice.
A full appreciation will have to wait until issue No.25 when we have absorbed
our loss. All we can affirm now, amidst our sadness, is that we will try to share
some of her qualities between us.
— The Editors
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THOMAS HODGKIN (1910-82)
Thomas Hodgkin, who died earlier this year, was both as a socialist and as a
scholar one of the most influential of British Africanists. He was an immediate
supporter of the Review, a contributing editor, and friend, colleague and
teacher of its editorial board. His death is mourned by all of us.
By contemporary standards he published relatively little. Yet each of his books
and many of his articles have become seminal works, from Nationalism in
Colonial Africa, first published in 1956, to his last book, Vietnam: the
Revolutionary Path, published in 1981. One reason for this is that his
intellectual life was the product not of mere academic curiosity or ambition,
but arose directly from his experience, his political commitment, and his
political activity. His family background was one of Quaker liberalism and
scholarship, with strong links with Oxford, a link which Thomas maintained all
his life. A classical education drew him to Palestine in 1934, to join an
archeological expedition, and he returned soon after as part of the colonial
administration. This first encounter with underdevelopment and nationalism
both politicised him — he joined the Communist Party after resigning from his
post — and exposed him to phenomena which thereafter preoccupied him:
the interaction between colonial rule and nationalism, the ambiguity of
nationalism and its close ties with religion (especially Islam), and revolutionary
anti-colonialism. It was in Palestine also that he met his future wife Dorothy
Crowfoot, who became an outstanding scientist and Nobel prizewinner in
Chemistry. Though he was often away from Dorothy and their children,
Thomas' family was extremely important to him, producing in him a solid
grasp of the place of emotion in intellectual activity, and an utter lack of sexual
chauvinism that became part of his political and scholarly principles.
Thomas had no academic career in the orthodox sense despite spending his
life in teaching. From the late 1930s he was active in workers' education first
through the Friends' Service Council and then as part of the Oxford Extramural Studies organisation (or Delegacy). This body attracted many tutors
who like Thomas saw education as a socialist activity in itself, a principle they
applied both in Britain and in Africa. Under Thomas as its Secretary (1945-52)
the Delegacy extended its role to West Africa and Sudan, bringing its tutors
into contact with the nationalist movement and from there into African
studies. Inevitably as the Cold War intensified the Delegacy's work attracted
the attention of cold warriors, especially on the right wing of the Labour
Party, and Thomas resigned from the Secretaryship in 1952.
While still part of the Delegacy, Thomas had toured West Africa and Sudan,
making life-long friends and beginning his thirty-year commitment to Africa
and African studies. In the 1950s he made many extended visits (at great cost
to his health), travelling very widely and coming to know the nationalist
movement and its leadership, from the blandly conservative to such
revolutionary figures as Felix Moumie of Cameroun and Frant Fanon of the
Algerian FLN. This period produced much outstanding journalism, notably in
West Africa, and his first book, Nationalism in Colonial Africa.

OBITUARY

Nationalism in Colonial Africa has been continually reprinted since 1956, and
has been one of the most frequently cited and influential general works on
African politics. In sharp contrast to the ethnocentric and elitist assumptions
of much of African studies at the time, Thomas tried to understand Africa in
its own terms, stressing the importance of historical context and of culture,
especially religion, in interpreting contemporary events and trends. To the
concerns he had developed in Palestine he now added a sharper appreciation
of the ambiguities within nationalism and a strong sense of the role of history.
Thus he did not see nationalism as simply an organisational response to the
growing political contradictions of colonial rule, nor as the elite's route to
rapid modernisation or to class hegemony. Instead he saw it as incorporating
the reaction to colonialism of all classes in African society, as building on
earlier organisational and ideological responses to imperialism, and as drawing
on deep seated radical and revolutionary tendencies, notably messianism and
Islamic radicalism. As a result his study of nationalism is about society, culture
and the state and not, as so many studies of this period were, about leaders,
parties, constitutions and elections. When he did come to write on these
matters, as he did for the Penguin African Series on African Political Parties,
the result was less satisfying, reflecting the internal tension between the party
as electoral machine and as social movement in a crude distinction between
'elite' and 'mass' parties.
This stress on an African perspective is visible still more in Thomas' historical
work. This became more predominant in the 1960s, when he was the first
Director of the Institute of African Studies at Legon in Ghana, and
subsequently Lecturer in the Politics of New States at Oxford. Thus he wrote
on imperialism, but not from the stance of a particular grand theory locating it
within the development of European economies and states. Instead he wrote,
as he put it, from the 'consumers' view", asking their questions: 'why were our
societies overcome?' and 'how can we resist?'. In Nigerian Perspectives (1960;
second edition 1975), a volume which strongly influenced an entire generation
of historians of West Africa, the 'African perspective' is reflected in three
outstanding characteristics: its conformity to nationalist historiography which
was to become dominant among African historians; its use of African rather
than European sources; and its stress on the importance of Islam and of the
Northern states and societies (as well as the European-influenced South)
within Nigerian history.
Thomas retired from his Oxford post in 1970 at the age of 60. For the next ten
years he was preoccupied with three main tasks: refining his account of Islam,
revolution and Islamic scholars; writing a history of Vietnam; and political
work. The first of these both looked backwards to his earlier work and drew
extensively on his study of Vietnamese history, for here the role of
independent scholars and of culture in the revolutionary movement was
readily apparent. He worked on Vietnam not because of this however, but
because of his active support for its people's war of national liberation against
American imperialism. With Dorothy he visited the country in 1971, going
again in 1974 to gather material and discuss their history with Vietnamese
scholars and cadres. His study revolves around the question of how the
Vietnamese became in 1945 the first people to overthrow colonial rule through

3

4

REVIEW OF AFRICAN POLITICAL

ECONOMY

a revolutionary nationalist movement. He explores the historical roots of mass
anti-colonialism and nationalism, the role of the peasantry (a theme
conspicuously absent in his African work until the 1970s), the place of
scholars in nationalist and revolutionary mobilisation, and the relationship
between nationalism and socialism. The themes which had been central to his
work since Palestine some forty years earlier are here drawn together and
surpassed in what may prove to be his major work. The Vietnamese historians
who reviewed the book for the Vietnam Courier have this to say of it:
Although a newcomer to the field of Vietnamese history, reading neither Vietnamese,
the nom demotic script, nor classical Chinese, Thomas Hodgkin nevertheless succeeds
in mastering Vietnamese historical material, turning to good account the results of
recent research and acquainting himself with problems which have preoccupied
Vietnamese historians for the last three decades, by carefully studying documents in
French and English and especially through his contacts and investigations in Vietnam.
His book is full of original reflections which testify to profound historical intuition.
Some errors of detail can be pointed out. But these are minor blemishes which in no
way detract from the great merit of Vietnam: the Revolutionary Path, a work of science
and faith. Says the author in his preface: 'I believe in truth — and if my admiration and
love of the Vietnamese have led me into error, I hope my readers will correct me'. We
think, on the contrary, that this book will help correct many errors on Vietnam which
have been, intentionally or unwittingly, spread by some western historians. (Race and
Class, June 1982, p.83.)

Wherever and whenever he taught, Thomas gathered around him a devoted
group of colleagues and students all of whom were always welcome to
impose on his time and energy. His students were urged to become his
friends, and his hospitality was legendary. For all, his welcome was warm, his
interest in one's work and problems genuine, his help immediate and given
without thought of cost. He was an inspiring teacher, not as a distant brilliant
figure encrusted in official honour, but in an older, almost Islamic, mould: an
individual committed to teaching and his students, modest about his own
contribution, and always concerned to instil in students his own confidence in
their worth, ability and potential. To them he taught the traditional scholarly
virtues through the patient, meticulous and constructive criticism which he
both offered and expected to receive. At the same time, through his personal
warmth and example, he showed the value of friendship, loyalty, tolerance
and political commitment as essential parts of intellectual life.
In the last ten years of his life Thomas was continually ill. He did not allow this
to affect his character, his hospitality and his intellectual vigour. During this
period he completed his work on Vietnam, was active on the editorial board of
Race and Class, rejoined the Communist Party, and travelled extensively. It
was during one of these trips that he died, in a Greek village. In a tribute to his
capacity to inspire friendship and respect even on brief acquaintance, the
village gave him a full Greek Orthodox funeral, and buried him in their own
cemetery.
Chris Allen
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Editorial: Africa & Scandinavia
This issue of the Review has been guest edited by Scandinavian
associates. We appreciate their initiatives in thus bringing together
work by Scandinavian scholars — Editorial Working Group.

Development research and a radical commitment to the Third World are
relatively recent phenomena in Scandinavia. It was only in the late fifties
and early sixties, spurred by decolonisation in Africa and the development
of foreign aid programmes, that public debate really started. At first,
foreign aid programmes were basically humanitarian, initiated by voluntary
organisations of which the most active were the church organisations and
the mission societies. Only later did state-organised aid programmes
develop with their characteristically Scandinavian social democratic policy.
The development of a radical, anti-imperialist solidarity movement was
accelerated by two developments. One was the 1968 revolt of students
against the hierarchical university structure. This revolt led to a massive
democratisation of the universities, sweeping critiques of the dominant
bourgeois and anglo-saxon social science and a major revival of Marxist
studies, including the classical theory of imperialism. The other was a
massive street demonstration against the World Bank meeting held in
Copenhagen in 1970, organised by the Committee against the Vietnam War,
which led to violent clashes with the police. Throughout Scandinavia, the
Vietnam War not only gave rise to massive protest, stretching from the
Marxist left to the social democrats, but also spawned a whole range of
solidarity movements. These included the Swedish Africa Groups and
efforts to combine practical solidarity work with theoretical and empirical
analyses. Symptomatic of this movement was the Working Group for the
Study of Development Strategies (AKUT) attached to the University of
Uppsala in Sweden. These and other currents in the solidarity movements of
Scandinavia have played a significant role in educational and material
support for liberation movements — particularly in Guinea-Bissau, Angola
and Mozambique.
These and other developments had a major impact on radical and Marxist
studies in the early seventies. Intellectually, they inspired great interest in
dependency theory, particularly the writings of Gunder Frank and Samir
Amin, which seemed to provide exactly the required theoretical base for
political action. Dependency enabled activists to comprehend in a single
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framework of imperialism, the role of the United States in Vietnam, the
activities of the CIA throughout the Third World, and all types of
imperialist intervention designed to prevent or pre-empt revolutionary
socialist movements. Specifically, its advocacy of a break with imperialism
by a policy of 'self-reliance' and de-coupling from the capitalist world
market as the precondition for the establishment of socio-economic
structures that might lead to socialism, made the dependency position both
logical and politically opportune.
But well before similar critiques of the dependency position began to
develop in the anglo-saxon countries, dependency came under fire in
Scandinavia. Here an important influence was continental Marxism and,
especially in Denmark, the general influence of the 'capital logic' school
centered around the Free University in Berlin and, specifically, the theory of
the world market. The dependency school rests on the assumption that there
exist two contradictory capitalist systems. Western industrial capitalism, or
'centre' capitalism, is the historically 'correct' form of capitalist
development. Peripheral or 'satellite' capitalism is a bastard product of the
exploitation of the Third World by centre capitalism. Against this view, the
world market theory argues that capitalism has an innate tendency to
develop a world market, a tendency to ever broaden its sphere of operations
and that there are no theoretical reasons why capitalism cannot develop in
the Third World. While such capitalist development is inevitably uneven,
the theory of the world market argues that the rapid development of
international capital in the post-war period in the Third World, the
emergence of independent states and national bourgeoisies able to entrench
capitalism in industry and agriculture, was a more correct reading of Marx
and of history.
Another important political and intellectual influence was that of Eastern
Europe, particularly in those Scandinavian states with powerful communist
parties. Particularly in Sweden and in Finland, the theory of non-capitalist
development maintained and strengthened its position. That 'backward'
capitalist states could, partly through control of the state apparatus by
progressives, leap over the state of fully-developed capitalism in the struggle
for socialism, here had a major impact.
One obvious danger with the world market theory is the tendency towards
apologetics. To focus attention on areas and cases in which capitalist
relations of production are developing rapidly, and not on areas and
experiences of backwardness and deepening emmiseration, may tend to
legitimise capitalist development and to neglect the study of anti-capitalist
classes and movements. To such a tendency, the dependency school's
insistence that all capitalist development is 'illegitimate', its focus on asking
questions about development for whom and in the interests of which
classes, is an important corrective.
These developments we have here sketched, have led to a considerable
fragmentation in anti-imperialist studies in Scandinavia. Simultaneously,
the popular base of anti-imperialism has eroded considerably in the late
seventies and early eighties. The economic crisis has led to cut-backs in aid
programmes and to increasing pressure from the private sector to orient aid
policies so as to provide markets for Scandinavian products. Politically, the
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erosion in the power of the social democratic parties has brought to power
bourgeois governments in most Scandinavian countries. Intellectually, there
has been a tendency to let the choice of country for study determine the
theoretical approach. This eclecticism is very evident in the selection of
Scandinavian research on Africa selected for this Issue of the Review.
The debate about the national bourgeoisie has received considerable
attention in the Review. Drawing heavily on Kenyan experience, the
protagonists have argued that Kenya is developing an indigenous African
bourgeoisie and that this bourgeoisie is not only in effective command of
the state but is also in basic conflict with foreign capital. In this issue, BjOrn
Beckman's 'Whose State? State and Capitalist Development in Nigeria',
further develops his critique of this debate beyond his contributions to
Issues No. 19 & 22. On the basis of Nigerian experience, he seeks to show
that both protagonists of the national bourgeoisie perspective and defenders
of the dependency position fail to conceive of the state as essentially an
organ of capital in general i.e. of both foreign and domestic capital. The
primary contradictions of imperialism in Nigeria are not between an
indigenous Nigerian bourgeoisie and foreign capital but between these
dominant classes and the, as yet politically fragmented, workers and
peasants.
Within the mainstream of the 'logic of capital' position, Henrik Secher
Marcussen and Mogens Buch Hansen's 'Contract Farming and the
Peasantry: Case Studies from Kenya' attempts to understand the spread of
agri-business in the Third World as in part a new phase in the development
of capitalism in agriculture and as a rational response to the problems of the
state in the Third World (food crisis, fiscal policy etc.). Drawing on case
studies of contract farming in sugar and tea production in Western Kenya,
they argue that agri-business does not, contrary to the dependency view,
necessarily emmiserate the peasantry.
From a more unrepentant dependency position, Jerker Carlsson's 'Granges
and the Undermining of Liberia: a Critique of a Joint Venture
Arrangement' examines the role of the Swedish Mining Corporation,
Granges, in the exploitation of iron ore in Liberia. While, in theory, the
arrangement between Granges and the Government of Liberia is a 50-50
partnership, in practice the arrangement — which involves pyramids of
paper corporations — enables Granges not only to control the whole
production and distribution process but also to receive the lion's share of
the real profit flows.
Also within the broad dependency framework, Roger Leys and Arne
Tostensen examine the development of regional co-operation in southern
Africa — involving Angola, Botswana, Lesotho, Malawi, Mozambique,
Swaziland, Tanzania, Zambia and Zimbabwe in the Southern African
Development Co-ordination Conference (SADCC). SADCC is explicitly
designed to achieve economic independence from South Africa by coordinating aid funding, principally for transport and infrastructure that will
re-route export and import markets outside South Africa.
Kenneth Hermele's 'Sweden and the Third World: Development Aid and
Capital Involvement' provides an overview of Swedish public and private
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sector investment in the Third World. He argues that despite the
considerable Swedish state involvement with progressive regimes, the
influence of powerful business interests which effectively control the
economy, are having an increased influence in the direction and flow of
Swedish aid to the Third World.
Roger Leys & Henrik Secher Marcussen
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Contract Farming and the Peasantry:
Cases from Western Kenya
Mogens Buch-Hansen & Henrik Secher Marcussen
'Contract Farming', organised by the peripheral state and multinational agribusiness and financed by the World Bank and international lending
institutions, is spreading swiftly in the Third World. Peasant household
production is being transformed by this process. This transformation and its
trajectory require appropriate theoretical analysis and close empirical
examination. Such analysis is obscured rather than illuminated by those
radical critics from the dependency school who insist that capitalist
development in agriculture can only immiserate the rural poor, who regard
the state as a tool of international capital and its dependent (comprador)
bourgeoisie and who harbour romantic visions of the self-sufficient
peasantry. This article seeks to re-examine the position of the dependency
school, with specific reference to the peasantry and agri-business, to
develop a mode of analysis in order to comprehend the development of
contract-farming in terms of recent theoretical work on the
internationalisation of capital, and to present some findings on the
development of contract farming in sugar and tea production in Western
Kenya.

In almost every respect, the Third World agricultural situation has
worsened during the 1970s. The situation at the start of the 1980s for the
large majority of developing countries is unacceptable — for many, even
catastrophic. According to the World Bank's 1980 World Development
Report, it is estimated that in 1980 the number of people in the developing
world with incomes below the absolute poverty line — that is barely enough
income to keep themselves alive from one week to the next — had reached
approximately 780 million. A number which will be only marginally
reduced under certain (and probably far too optimistic) growth conditions,
and which will more likely increase further in the course of the 1980s.
While agricultural production in the Third World during the 1960s
increased at a rate roughly similar to that of population increase, the 1970s
witnessed a decline of about 1.3 per cent per year. For sub-saharan Africa
this situation was even worse; production of food crops has been heavily
affected. In its 1981 report on the sub-saharan development situation, the
World Bank stresses that for Africa as a whole, growth of food production
in the 1970s was not only well below the increase in total population, but far
below that of the rural population. As a result, food imports have
drastically increased, not least for cereals like wheat and rice, particularly
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demanded by the middle income sectors in the urban economies. The
number of people in Africa with incomes below the absolute poverty line
must be strongly on the increase.
THE DEPENDENCY SCHOOL AND THE 'RADICAL' CRITICS OF
THE WORLD BANK
In many ways this bleak picture seems to confirm what the dependency
school has always stressed: that the position of the underdeveloped
countries as dependent on the international capitalist system will inevitably
lead to a deteriorating situation with growing inequalities, food shortages
and socio-political unrest. Due to the mode of their integration into the
world market and the hence extrovert nature of Third World economies, the
economic surplus available is continuously appropriated and transferred to
centre capitalist economies, depriving the underdeveloped countries of their
potential for self-generating capitalist growth. As the dependency school
consists of a large variety of theoretical approaches and draws on different
empirical evidence from Latin America, Africa or Asia, the degree of builtin determinism will vary. What remains, however, is the more generalised
assumption in all shades of dependency theory that Third World countries
are not able to develop into fully-fledged capitalist economies with 'selfcentred' and economically interlinking sectors with autonomous
development prospects. Their dependent position 'blocks' such a course.
The dependency school has recently come under heavy fire, particularly
from those critics who have pointed to rapid industrial development among
certain Third World countries. But the dependency notion also perpetuates
some myths in attempts to assess rural transformation in the Third World
today. But, as we shall argue later, the dynamic transformation of the rural
society in the periphery is also not an aspect which is foreign to the 'logic of
capital' nor one which is particularly unprofitable.
The establishment of capitalist relations of production in agriculture seems
to go hand in hand with the spread of international agri-business activities
in the Third World, whether in the form of the establishment of
plantations, the sale of pesticides and fertilisers etc., or the structural
organisation of small-holder agriculture in the form of 'contract farming'.
Particularly in the course of the last 20 years, agri-business has been
spreading rapidly all over the world.
The Third World agricultural crisis has been further aggravated by the
recent decline in world market prices for most Third World agricultural raw
materials and by deteriorating terms of trade. This has forced many Third
World countries to consider an accelerated policy of agricultural
diversification and manufacturing locally — but first and foremost to stress
the importance of rising productivity in agriculture. The fact that
developing countries are increasingly forced to rely on rising productivity
both in food production and in the production of marketable and
exportable produce, makes these countries very receptive towards the advice
given and the finance offered by international aid organisations.
The organisation of smallholder agriculture in some form of contract
farming is believed to be one of the more effective means of overcoming
stagnation in smallholder productivity. Normally, smallholders are not able
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to invest in such technological inputs as hybrid seed, fertiliser, hence
limiting the expansion of peasant commodity production.
'Radical' Critics of the World Bank and their Perspectives on Agroindustry and the Peasantry

The World Bank is certainly the main international institution in
development financing. Its lending activities increased from just under $1
billion in Fiscal Year 1968 to $8.7 billion in 1978. In addition, the so-called
'new rural development strategy' of the Bank aims at substantially
improving the lot of the rural poor in developing countries. A closer look at
the reality behind this policy is therefore justified.
The new World Bank rural development strategy aims at reaching the
impoverished rural masses and increasing their productivity. The
productivity increase will — according to the Bank — enable the poor
countries increasingly to feed themselves, reduce absolute poverty, narrow
the domestic income distribution gap, and improve nutritional standards.
The means intended both to raise productivity by scientific agricultural
improvements and to narrow income distribution are a combination of
multisectoral projects aimed at the small farmers including agricultural
credit schemes, village water supply, land settlement schemes, improving
non-farm employment, health and educational standards and — where
necessary — land reform, plus last but not least, the introduction of new
organisational structures of production. Behind the Bank strategy is the
assumption that growth and productivity increases can be distributed in a
more egalitarian way than was the case with the package programme of the
Green Revolution*.
Although a productivity increase in agriculture, both in food production
and in cash crops, is vital, it is obviously not without importance how this is
effected. Applying modern and sophisticated scientific agricultural
techniques can do more harm than good when productivity increase in
agriculture is seen as a purely 'agricultural question', disregarding socioeconomic and political considerations. This is the lesson of the Green
Revolution. Leaving the smallholder structure as it is while providing
technological inputs means that only the wealthier can afford investment
and thus profit from the resulting productivity increase. Not only are the
poorest segments of the rural population excluded from taking advantage
of the Green Revolution, but introducing the profit motive in agricultural
production and binding the producers to the market inevitably leads to
increasing income differentiation — and proletarianisation. This is now a
widely accepted notion, even by those who previously uncritically
advocated the use of the high-yielding varieties of seeds**.
According to the World Bank's new strategy, multi-sectoral projects,
*The so-called Green Revolution did emphasise science based agriculture by providing high
yielding varieties, fertilisers, insecticides etc., but did not advocate a change in the organisation
of production which took place, as it always has on individual smallholder plots and with the
peasant deciding on the use of inputs.
**Thus an article by Robert Selim, 'The United States, World Economy' may not be an
'official' position but it appeared in Economic Impact, (No.4, 1980) which is distributed free
of charge by US embassies. It concludes that the result of the Green Revolution was to leave
malnourished segments of the peasantry worse off than before.
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including the introduction of new organisational structures of production,
should be able to overcome the distributional 'weakness' of the Green
Revolution. Some variant of contract farming, where technological inputs
are delivered and supervised, it is believed, would benefit even the smallest
farmer since a controlled production system does not have any limit of farm
size below which it can be applied.
The question as to whether there is a necessary trade-off between growth
and equality or whether it is possible to pursue a policy of 'Redistribution
with Growth' is at the crux of the matter. It is here that the World Bank's
critics are most sceptical. The arguments range from a general scepticism,
inherited from the experience of the Green Revolution, about supposed
'trickle down' effects (van de Laar), to more basic attacks on the new
strategy. For example, Feder argues that only international capital benefits
from agricultural development programmes and even states that it is 'simply
not true' that the World Bank strategy is designed to improve the economic
and social life of the rural poor, as: There are no known cases in capitalist
economies of development strategies which have benefited the poor at the
expense of the rich'. In similar vein, others, like Stryker and Payer,
emphasise that not only is the major part of Bank lending directed towards
the relatively better-off nations in the Third World, but also that
programmes intended to reach the impoverished rural masses are also
channelled into the pockets of relatively well-off peasants, or at least those
above and not under what in World Bank terminology is called the
'absolute poverty line'.
For most such critics, this is not an incidental but an intended effect.
Reaching the poorest has never been the intention of the World Bank.
Rather it is to secure the appropriation of land for production in order to
supply the rich markets in the West and to benefit the elites of their own
capital cities. The Bank's policy toward the middle and poor peasantry is
seen as deliberately introducing an even more sophisticated and exploitative
system, reducing the small farmers involved to even greater misery,
dependency, subordination — and proletarianisation. Whether we are
talking of the Green Revolution or contract farming, a strategy for the rural
poor is a myth. Proletarianisation and increasing inequalities inevitably
result. But what is more, the new rural development strategy is only a
smokescreen intended to hide what the whole is about: to ensure that
international capital is the only beneficiary. According to Gavin Williams
(1981 — see Reviews in this issue) the new rural development policy of the
Bank has a purely ideological function. Policy statements are largely
rhetorical, addressed to 'social-democratic consciences', intended to defuse
criticism. Whatever the Bank says, nothing really changes. Today as before
it is Bank policy to emphasise liberal trade and exchange policies, but today
this is justified under a policy of promoting the welfare of the worst-off.
This type of thinking (on the brink of conspiracy theory) has certain
moralistic overtones that obscure an understanding of the rationale in the
present international system. Occasionally, as with Payer, it takes the form
of a romantic atavism about the subsistence peasant.
According to these radical critics there is yet another villain in the scenario:
the peripheral state. The state's involvement with agri-business in increasing
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the productivity of the peasantry enables the state to cream off part of the
surplus either for investment in other sectors or for conspicuous
consumption.
We agree that the state seeks to expand capitalist relations and forces of
production and to incorporate the peasantry in the market economy. We
are also in agreement with those World Bank critics, like Stryker, who
emphasise the role of the Bank as a 'Trojan Horse . . . for the great
capitalist agri-business firms'. We are further in agreement with the need to
provide an analytical framework for understanding those forces interested
in a profound transformation of subsistence farming. But what we are
opposed to is the a priori assumption that this process must inevitably
emmiserate the peasantry.
Among the other evils to be ascribed to the activities of the World Bank and
international agri-business — and certainly a major one — is the support
given for projects furthering export crops to the detriment of food projects.
Not only is this seen as an imbalance in Bank lending priorities, but the
support for marketable and exportable products may eradicate smallholder
self-sufficiency in food. With market integration and the monetarisation
process, farmers tend to devote nearly all their land to cash crop
production, a situation further aggravated in times of deteriorating world
market prices. This is a common conclusion of many studies of the effects
on smallholder agriculture of market integration. This is in fact a likely
result of the logic of capitalist expansion, but a conclusion which has to be
related to a possible increase in real incomes. Soaring inflation in most
Third World countries combined with deteriorating terms of trade,
certainly contributes to a very vulnerable situation for the peasants. But the
situation requires investigation, and the increased buying power has to be
evaluated in relation to national economic development: what kind of food
and commodities are demanded, locally produced or foreign
manufactured? Mass consumption goods or goods of a more luxury nature?
What kind of linkages in the economy are developing, if any?
The radical critics of the World Bank strategy have much in common with
the dependency school in totally disregarding the possibilities for the
creation of processes of capital accumulation in the Third World and
ignoring examples of such processes. The deterministic and static nature of
such analyses is hence part and parcel of a wider theoretical and conceptual
problem inherent in the dependency school.
Some Basic Assumptions of the Dependency School

The thesis of the inevitable emiseration of the Third World's rural poor sees
international capital as the force extracting and repatriating the economic
surplus from the Third World. This process is facilitated by internal class
forces (the comprador bourgeoisie) and the state which the comprador
bourgeoisie controls. A common thread in the argument of the dependency
school is that whatever the industrialisation processes developing in certain
peripheral economies these processes merely lead to a higher level of
dependency. Industrialisation does not include a basic break with the forces
that have blocked autonomous capital accumulation. The nascent national
bourgeoisie and the state administrative apparatus are primarily tools for
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the implementation of international capital's strategies, and lack any
internal dynamism.
Dependency theories have recently come under severe attack, both on
theoretical and empirical grounds. The theoretical attack has to do with the
tautological nature of the argument about the impossibility of 'real'
capitalist development in the periphery — the argument that self-centred
and autonomous development is a kind of ideal type of capitalist
development applicable only to Western capitalist development. To the
extent that development in the peripheral economies does not correspond to
this model, countries are judged to lack their 'autonomous capacity' and
are hence 'dependent'. But generalising the variety of Western historical
experiences into an ideal typical model is to disregard the fact that
capitalism was constituted in different countries in a variety of ways under
different historical conditions — and with a varying degree of world market
integration. As Bjorn Beckman rightly asks (Review No. 19): which western
country in fact had this autonomy?
On other contemporary empirical grounds, the experience of the so-called
'Newly Industrialising Countries' has threatened the whole dependency
position. Both as a result of tendencies towards a global restructuring of
industrial production, involving the establishment of industrial production
processes in Third World countries, and as a result of internal dynamic
processes in a limited number of Third World countries, capitalist
development processes seem to emerge, characterised by many of the
elements which supposedly constitute a 'self-centered' development
process.
Another facet of dependency theory is the lack of autonomy awarded local
class forces and the peripheral state. The national bourgeoisie and the
apparatus of the peripheral state are seen as instruments in the hands of,
and controlled by, international capital. This total subsumption of local
forces to an external dynamic also excludes the possibility of the state acting
fairly autonomously, intervening in the economy and trying to gear growth
towards the creation of national productive and reproductive structures. In
some of the cases of profound industrialisation in the Third World it is
precisely the active, economic interventionist role of the state which is
central, clearly indicating that local forces might be able to develop their
autonomy in spite of world market integration.
Yet another facet of dependency theory is a 'zero sum' approach to
capitalist expansion: that gains for international capital balance losses for
domestic capital, and vice versa. In more general terms, the 'zero sum'
approach affects social and political calculations: that the greater the
foreign capital involvement, the greater are social inequalities, the more
authoritarian the political climate and the more repressive the activities of
the state. While such correlations appear valid for certain rapidly
industrialising capitalist states such as South Korea there is, perhaps, little
general underpinning for this argument. It might also be in the interest of
the peripheral state and/or international capital in certain situations to
favour a 'social-democratic' solution by increasing effective demand
through raising real incomes and more egalitarian distribution.
What dependency theory lacks is in part offered by theories of the
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internationalisation of capital, where capital's tendency to ever broaden its
sphere of operations is a basic premise. Of course, this process is not even
and homogenous. Certain barriers to capital have to be overcome, requiring
the creation of such particularly favourable investment conditions as in Free
Trade Zones. As the creation of a favourable investment climate — ranging
from a disciplined work force to tax exemption — is largely the task of the
peripheral state, detailed analysis of state intervention and its class nature is
vital.
In times of deepening world economic crisis certain types of capital find it
increasingly attractive to explore peripheral markets for commodities and
capital in order to prevent or modify the effects of the crisis at home. And it
might also be within the logic of capital to involve local capital in this
process as this could secure the investment politically in the more long-term.
The discussion of the perspectives for capitalist accumulation in the Third
World has tended to concentrate on the Newly Industrialising Countries in
South East Asia and Latin America (such countries as Singapore, Hong
Kong, Korea, Mexico and Brazil). But also in an African context the
experiences of the Ivory Coast, Nigeria, and Kenya have been intensely
debated. Not least the debate on Kenya has important theoretical and
comparative implications. (For part of this debate and references to the rest
see contributions in R.O.A.P.E. Nos.17, 19 and 21.)
AGRI-BUSINESS, CONTRACT FARMING, THE STATE AND THE
PEASANTRY
Whether one welcomes it or not, the rural sector in the Third World is in a
rapid process of change, with the peasantry increasingly subsumed under
capital. Although subsistence farming is the most important form of
production in Third World agriculture, it is no longer a form of production
isolated from market forces. Subsistence farming is increasingly integrated
into the market by sale of produce, of labour power and/or the purchase of
commodities on the market. This is certainly not a new process. The
colonial imposition of cash crops for export broke up the traditional mode
of production. This process is irreversible and today's peasantry is
integrated into the market both for its production and its reproduction.
What is new, however, is that the integration of the peasantry seems to
proceed at a speed unforeseen, furthered by the internationalisation of
capital — often supported and mediated by international aid organisations
and the state. International agri-business firms operate in a highly
competitive capitalist environment, investing in Third World agriculture,
selling fertilizers, pesticides, insecticides, farm machinery etc., exporting
turn-key factories, know-how or management etc. On its part the peripheral
state tries to utilise international capital to raise the productivity of
agriculture and mobilise internal resources.
Agri-business and the Rational Case for Contract Farming

The multinational agri-business firms are involved in every aspect of Third
World agricultural development. Their activities range from direct
involvement in agricultural production (e.g. as plantation owners) to the
production and sale of technological inputs such as fertilisers, pesticides,
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insecticides, agricultural machinery, etc., the industrial processing of
agricultural raw materials, their distribution, marketing (including
ownership of super-market chains, catering firms, restaurants). However,
not all aspects are equally important and profitable at any one time. In the
agri-business chain, involvement in direct agricultural production through
ownership seems to be an increasingly difficult venture both on economic
and political grounds. Large estate plantations are politically not so feasible
in a Third World situation of increased land scarcity. Nationalisation of
foreign-owned, large-scale plantations (as with the tea plantations in Sri
Lanka) or other measures on the part of the state to limit foreign influence
and instead promote smallholder agriculture exemplify this difficulty. But
there may also be economic limitations to large scale plantations. The direct
labour relation between the multinationals and the rather large number of
wage earners engaged might, with state regulation of wages and conditions
of employment, turn into a not so profitable affair. In addition the costs of
direct agricultural production are a decreasing percentage of end-product
price. It might therefore be good 'capital logic' for an international agribusiness firm to leave the agricultural production to the direct producers,
which could be in the form of co-operatives, state farms, or contract
farming with the state and its extension officers supervising production. In
order to control the more profitable elements in the production process, the
international agri-business firm might join the investment as a minority
share holder, be involved under some kind of management contract, or act
as the exporter of a turn-key plant, of technological know-how in return for
a continuous supply of a product of particular specifications, to be
marketed with the multinational's brand name.
The UN Centre on Transnational Corporations in a 1980 Report on TNCs
in food processing emphasises that 'the contract forms of vertical
integration are of undoubted and increasing importance among other things
because contract farming is less risky for the foreign investor compared to
the direct ownership of plantations'. This view is backed by Lappe and
Collins who point out in Food first that by 1965 agri-business investment in
direct landownership was half the value of a decade earlier, while the same
period showed a stepped up interest in investment in Third World
agriculture, indicating a shift from plantations to contract farming, except
in places of exceptional political stability and investment guarantees.
Contract farming requires direct producers to sign a contract committing
them to deliver a specified product on a specific date at a fixed price.
Control over the product is thus maintained with very little capital invested
on the part of the multinational corporation — 'and, best of all, there is
nothing to be nationalised' (Lappe and Collins).
Forms of contract farming have developed mostly within the production of
marketable cash crops for export, but any agricultural product might be
profitable produced under some form of contracting, even food crops. The
development of contract farming is not only a response to changing
conditions in the Third World but also in the industrial countries
themselves. In the opinion of Louis Malassis the present 'agro-industrial
phase' has been reached in Western countries where food production has
gained 'maturity' industrially and financially, and is integrated with and
part of the capitalist mode of production. Industrialisation in the
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agricultural sector post-dated other sectors and capitalist expansion in the
food sector has been less extensive than that of other economic sectors. But
now in the agro-industrial phase this sector is witnessing the basic pattern of
capitalist devejopment: rapid growth of agro-industrial firms, centralisation
and concentration, and — hence — an increased tendency for the larger
firms to invest internationally. Since the early 1960s the expansion of agribusiness in the Third World has been impressive.
This phase corresponds to new forms of foreign investment. Direct
investment in developing countries, characteristic of the post-war period, is
being replaced by new forms of internationalisation — export of turn-key
factories, systems exports, management contracts, production-sharing
contracts — which involve very little investment. Today international aid
organisations, the peripheral state and/or fractions of the national
bourgeoisie are stepping up their financial involvement, with finance
obtained partly on the private lending market.
The State and Contract Farming

Such a scientific strategy for rural development in the Third World is
increasingly the policy of peripheral states. The state is an active and joint
partner with agri-business firms and international donors. Both in industry
and agriculture various forms of joint ventures are preferred. State policy is
to raise agricultural productivity as a step towards the systematic extraction
of a surplus from the agricultural sector. With only limited possibilities for
income and sales taxes, import and export taxes together with taxation via
state-controlled marketing boards are among the major sources of state
revenue.
The case of the Ivory Coast is illustrative. It has a long history of contract
farming, the first efforts dating back to the early 1960s, primarily in palm
oil production, but increasingly in rubber, pineapple and horticultural
products. The typical organisational structure combines a factory and a
nucleus estate — all owned by the state — with smallholders attached to the
project up to a distance of 20 kilometres. So far, 12 such organisational
centres for the production of palm oil have been built. A centrally located
factory, nucleus estate and well-equipped infrastructure constitute the core
of the system. The smallholders are easily accessible through a widespread
network of roads. The farmer contracts to grow the crop from hybrids
delivered from the factory, and to accept and follow the advice given by the
factory extension officers, to harvest and deliver according to schedule, to
apply technological inputs as prescribed etc. In return he receives a monthly
pay cheque on the basis of the amount of harvested fruit, less deductions
for interests on loans, expenses for fertilisers, etc.
As the state controls the product and fixes the price paid the producers
(which is substantially below world market prices), a surplus accumulates in
the Ivorian Marketing Board. This surplus extracted from the agricultural
sector has to a significant degree been reinvested in agriculture and/or in
industry, gradually decreasing the influence of foreign capital. The
organisational structure seems on the whole to be very profitable (indicated
also by the surplus accumulated by the state) but also able to provide the
smallholders with means of production, which by their own effort, they
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would probably never have had the chance to acquire.
Not least on the basis of the Ivorian 'success' this system is being
implemented in other African countries. To a great extent the state can
determine the level of production and reproduction of the peasantry, hence
transferring the major investment burden — and risk — to the direct
producers. For the investors, a contract farming system implies less risk as
price fluctuations on the world market will be automatically transferred to
the producers. It is also the producers who will have to bear the risk of poor
harvests. But even more important, the foreign investor is not entering into
a direct capital-wage relationship. The direct producer owns his land and
via his family labour or the hiring of seasonal manpower can extend his
'working day' beyond that acceptable in 'normal' industrial relations. The
reproduction of the household takes place via the market or via plots for
food crops. To the extent that food crops are produced under a contract
farming system, they further reduce the costs of reproduction of the wage
labour force.
The state (or more precisely; the occupiers of the state apparatus and their
supporting classes or class fractions) has a primary interest in the
development of a 'national' economy. Rising incomes for the peasantry
help to develop the internal market. A better regional distribution of
resources and manufacturing possibilities might follow from the
development of contract farming, the rural exodus might be slowed down,
increased manufacturing of local raw materials might further
industrialisation and the establishment of capital goods industries geared
towards demand in the agricultural sector — plus also increased linkages
between economic sectors, improvements in the balance of payments.
Perhaps. All this depends on a number of conditions among which the state
of the world market is crucial. But it also depends on the existence of a
national bourgeoisie and/or an active, rational and interventionist state,
capable of directing international capital and local class forces towards a
process of national accumulation of capital.
The Peasantry

However, according to the radical critics, contract farming is purely and
simply an exploitative system. Indeed the degree of exploitation is
unparalleled since the peasants cover their own reproduction costs either via
the market and/or their food plots and because family labour can extend
their working hours almost indefinitely. Hence those peasants involved in
contract farming experience declining living conditions. Such consequences
are regarded as unavoidable. Thus Williams regards contract farming as
one of the more effective means of solving what he terms 'the peasant
problem'. In today's capitalism, the peasantry as self-sufficient and familybased, small producers constitute 'a problem'. They are only marginally
integrated into the market, and hence block capitalist expansion. They are
excluded from the 'modern' sector; the solution is to incorporate them: that
is to eliminate them as a class of independent, small producers.
The 'peasant problem' might be solved in a more traditional way, of course,
by means of an intensive capitalisation strategy with the creation of larger
units of production with accelerated processes of proletarianisation as a
result. But it is also possible to make use of various forms of subsuming the
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peasantry under capital, a process by which the peasantry gradually shift
from exclusive subsistence production to one of producing food crops for
their own consumption and cash crops for the market. Hence the peasantry
increasingly covers its reproduction needs via the market using primarily
family labour and occasionally seasonal wage labour and might also sell
family labour. This prevailing form of subsumption has been shown to be
extremely viable since family labour can be extended nearly indefinitely
without separating the producer from his means of production. Control of
land and family labour is still in the hands of the producers.
This form of subsumption primarily taking place via the market is seen
from capital's point of view as uncontrolled and unsatisfactory. Integration
does imply squeezing the producers as they are forced to extend their
working day in order to keep up with their consumption pattern, tax
payments and other needs. But they still control their means of production.
They can decide to sell their produce on alternative markets. They can
exchange different commodities for different produce. They can decide on
alternative products to be grown. For such purposes, contract farming is a
more rational and economically viable form of subsumption under capital.
Whether capitalist development does materialise is dependent on a number
of factors. But it seems quite evident that 'investment in poverty' is a
profitable business not only for agri-business, the international aid
organisations (smallholders paying interest on the loans and hence
maintaining large bureaucracies) — but possibly also for the peripheral
state and, as we shall try to illustrate, perhaps also for the smallholders.
CONTRACT FARMING AND AGRICULTURAL DEVELOPMENT
IN KENYA
Contract farming in Kenya has emerged out of the political economy of
neo-colonialism. The driving force of the colonial economy was plantation
agriculture in coffee, tea and sisal, producing largely for export. The settler
economy also included large-scale 'mixed farms' and ranches. But the
mixed farms, operations run by an individual settler and combining crop
and animal husbandry, were relatively inefficient and only survived through
heavy subvention from the colonial administration, and a system of intense
labour repression of African peasant cash crop production both to prevent
effective competition and to ensure abundant and cheap labour supplies.
By and large, this system survived — with vicissitudes — until the peasant
revolt of 'Mau Mau' and the imposition of the state of emergency in 1951.
The colonial administration then embarked on a series of reforms — of
which the Swynnerton Plan was the most notorious — designed to create
the basis of capitalist agricultural development (and hence dependence on
the market) in the African reserves by granting individual land tenure to
smallholders and permitting cash crop and export production. There were
some dramatic changes in the agricultural landscape of the former labour
reserves. New permanent crops such as tea and coffee appeared as well as
hybrid maize, quickly substituting for the local variety. In some areas exotic
cattle were introduced.
These reforms helped to stimulate rapid development, from the mid fifties,
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in coffee, tea and pyrethrum production for export and maize and dairy
production for the domestic market. But apart from the introduction of
new crops and an insufficient extension service, few technological
innovations followed the rapid increase in the volume of production. The
increase was primarily caused by the extension of smallholder land under
cash crops, farmed by family labour. From producing about one quarter of
marketed agricultural commodities at the time of Independence in 1963,
smallholder farms contributed more than half of marketed agricultural
commodities by the mid-1970s. But by that time smallholder expansion had
reached its limits. The settlement schemes established during the 1960s and
early 1970s, together with the subdivision of some of the large-scale farms,
had created some room for smallholder expansion. But the political climate
in post-independence Kenya set severe limits to further subdivision of the
large-scale farms, limits which were reached by the mid-1970s. The
utilisation of family labour had also reached its limits. Expansion had
depended on the utilisation of unpaid family labour and the obvious sources
of family labour — children and the young — were increasingly sucked into
an educational system directed at the white-collar job market. The
introduction of free primary education exacerbated this tendency. But
perhaps the most important obstacle to the expansion of peasant
commodity production was the low rate of return in cash income which,
together with a tendency to spend cash on consumption goods and trade
rather than agricultural investment, circumscribed the possibilities of
expanded reproduction within the existing form of organisation of peasant
agriculture.
By the mid seventies, an agricultural crisis was looming. Faced with the
need to expand agricultural output to earn the foreign currency for
industrial development, to feed the urban population (and to pay for the
conspicuous consumption of the urban bourgeoisie), and to expand farm
employment to absorb a growing population (given a relatively static labour
market in the industrial and service sectors), a new strategy had to be
developed.
There were three obvious possible development strategies:
1. Expand large scale farms and plantations. Such a policy would increase
the rate of proletarianisation of the small farmers and, in the long run,
create enormous social tensions.
2. Utilise the semi-arid and arid areas by settlement of their pastoralist
occupants plus landless peasants from other parts of Kenya. This policy
is given high priority but is extremely expensive, as both irrigation and
infrastructure have to be provided.
3. Given the political and economic costs of these two strategies the third
possibility, that of raising the productivity of smallholdings, became an
obvious 'solution', in many ways geared to the Kenyan situation. Much
of the Kenyan ruling class and the local bourgeoisie emerged from the
more prosperous farmers during the first phase of the expansion of
smallholder agriculture. They fully support the capitalist ideology
underlying the Kenyan form of 'African socialism*. As 'progressive' and
prosperous smallholders (although not the smallest of them) and at the
same time high-ranking civil servants, politicians and businessmen, they
support the nationalist-populist ideology of national self-confidence and
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capitalist development wholeheartedly. Hence raising smallholder
productivity is given a top priority. Agro-industrial complexes, agribusiness and contract farming play a crucial role in this strategy.
The Significance of Contract Farming

Agro-industry and contract farming systems are not new in Kenya. In 1960
the Special Crop Development Authority was established to promote cash
crop production among smallholders. As in practice it only dealt with tea
production, it was renamed the Kenya Tea Development Authority (KTDA)
in 1964. Until its establishment, the large scale plantations owned by multinational corporations, with Brooke Bond and James Finlay as the biggest,
had had a monopoly of tea production in Kenya. KTDA, a parastatal
organisation, was designed to break this monopoly by promoting smallholder tea production on a contract basis*.
Given the rapidly expanding world market for tea, plus considerable
financial support from the World Bank and the Commonwealth
Development Corporation, some technical assistance from the
multinational tea producers in Kenya, and a rather efficient organisation in
KTDA, smallholder tea production has developed very rapidly in the last 20
years. This success may have paved the way for the introduction of agroindustries based on contract farming systems in other crops as well. Most
important is the sugar industry which started a contract farming system in
1973, followed later by horticulture and tobacco. There is no doubt that this
type of organisation will spread to other crops in the future. It is difficult to
give precise figures of the extent of the contract farming system, but a
qualified estimate would be that in 1981 about 12 per cent of Kenyan smallholdings will produce cash crops on contract to agro-industries, amounting
to some 30 per cent of total marketed output from smallholdings, or about
one-sixth of total marketed output of agriculture in Kenya.
Smallholder tea, which in 1980 accounted for about 40 per cent of the tea
production in Kenya, is all produced on contract with KTDA. When the
new projects are in production in the 1980s, 75-80 per cent of Kenyan sugar
will be grown on contract by smallholders. Kenyan tea and sugar
production are important examples of contract farming systems, and
therefore may well repay close examination of their actual contents in order
to illustrate our general comments on the role of agro-industrial
production, agri-business and contract farming and their appropriateness
for international capital, the Kenyan state and the peasantry.
TEA PRODUCTION AND CONTRACT FARMING
The British introduced tea for commercial production in their East African
colonies, Kenya and Uganda, in the 1920s. In Kenya the high altitude zones
on the western edge of the Mau escarpment were chosen as the main tea
•Swainson argues that the development of KTDA and smallholder tea production was in fact
in the interests of the multinational tea corporations, as they were able to control the plucking
standards of the smallholder tea and thereby secure a higher quality standard than from their
own plantations. They could in this way exploit the peasants by buying the high quality tea at a
low cost and increase the standard of their own tea by blending. The precondition for this,
however, must be a monopoly situation where the big corporations could buy the KTDA tea
below 'its value'. Of this monopolisation, however, Swainson gives no evidence.
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area. This Kipsigi land then quickly became dominated by vast, neatly-kept
tea fields, interrupted by large clusters of small huts for the tea pluckers and
English style mansions, surrounded by large gardens, for the estate
managers. By the 1940s, three multinational tea corporations had become
dominant in the Kenyan tea industry, and they maintained this position up
to 1960. At that time they had about 15,000 hectares under tea, producing
about 13,000 tonnes of made-up tea.
During the first 15 years of its existence, KTDA planted more than
35,OOOha. for smallholders. The estates tried to keep pace. During that
period they extended their area by about 10,000ha., and at the same time
tripled output. But in the early 1970s nationalist political pressure prevented
a further expansion of the tea estates, according to Swainson. KTDA
rapidly increased the number of contract farmers. Starting from scratch in
1960 there were more than 50,000 farmers under contract by 1970, 100,000
in 1976 and 130,000 by 1980, averaging 0.4ha each under tea. By 1972 the
total acreage of smallholders exceeded that of the tea estates. However, in
terms of production the smallholders are still far behind; having by 1980
about two-thirds of the total area, only about one-third of total output
came from smallholdings.
KTDA was at first dependent on the technical know-how of the big tea
companies both as regards extension services for teaching the smallfarmers
how to grow tea, and also as regards the processing of tea at the new KTDA
factories which were built in the smallholder tea areas. It is difficult to get a
full picture of the exact nature of the collaboration between the Kenyan
Government, through its parastatal KTDA, and the multinational tea
companies in establishing the smallholder tea programme. It is clear that the
multinational companies were reluctant to co-operate when the programme
was first introduced in the 1950s. At that time they regarded smallholder
production as an irritating competitor. Later on the increasing power of
Kenyan interests within the state made it more imperative for the companies
to collaborate in order to secure their own expansion. In 1964, for example,
the companies succeeded in convincing the Government effectively to ban
the sale of sun-dried tea in order to increase their sale of manufactured tea to
the low cost market. However, the expanding market for tea (export more
than tripled between 1963 and 1973 and local consumption more than
doubled in the same period) permitted expansion of both types of
production. During that period KTDA gained know-how as well as
economic and political strength, to an extent which made it possible for the
Government to put restrictions on the estates. While the smallholder scheme
continued its expansion to cover 49,000ha. in 1979 and is planned to reach
60,000ha. before 1983, the expansion of the estates was stopped at the
beginning of the 1970s at about 25,000ha. About 30 factories spread over
the tea areas east and west of the Rift Valley were in production in 1980.
With a few exceptions they were managed by KTDA. The number of
factories is planned to reach 40 by 1983, and all of them will then be
managed by KTDA.
Since 1938 Brooke Bond has had a monopoly of the distribution of tea for
the local market. They buy the tea from the factories, blend, pack and
distribute it. In 1977 Kenya Tea Packers Ltd. was formed to take over the

CONTRACT FARMING-PEASANTRY:

KENYA

23

distribution to the local market. KTDA has shares in the company (together
with the other tea producers in Kenya) and has taken over the management.
Thereby another source of profit has been removed from the multinational
firms. Brooke Bonds' response to the pressure from KTDA has been to
diversify primarily into coffee and two new industrial crops: tara and
cinchona.
International Financial Institutions

The precise role of international financial donor organisations in the
development of the agro-industrial contract farming complex is difficult to
determine. We are not privy to the content of top-level negotiations between
governments, international agri-business and international finance. But the
KTDA smallholder programme would never have got off the ground
without substantial support from such institutions as the World Bank and
the Commonwealth Development Corporation (CDC). Until 1979 the
World Bank together with CDC financed the KTDA tea factories as well as
the planting programme. They have also, in collaboration with bilateral
donor organisations, helped provide the necessary infrastructure to get the
tea to the buying centres and from there to the factories. Likewise loans
have been given for fertiliser credit schemes to the farmers.
The World Bank is, for good reasons, very proud of the KTDA smallholder
scheme. But they refused to finance the expansion of the programme as
planned in the current five-year plan 1979-1983. (Actually it stopped its
support for the planting programme, as distinct from the factories, as early
as 1973.) Perhaps the World Bank fears a surplus of tea on the world
market. The Bank also has considerable interests in tea production in India
and Sri Lanka. CDC likewise withdrew their financial support. Instead,
KTDA has secured finance from the European Investment Bank and some
OPEC funds.
Tea and the Peasantry
Kenya is Africa's largest tea producer and the third largest tea exporting
country in the world. With an export of 100,000 tonnes in 1980, Kenya
supplies about 10 per cent of the world market. The increase in production
in Kenya has been explosive. A ten fold increase since the start of the
smallholder programme in 1960. Exporting about 85 per cent of total
production brings in export earnings of about US$200 million of which
about 40 per cent stems from smallholder production. Since between 70-75
per cent of the price KTDA obtains for tea is paid to the farmers, this means
that annually about US$60 million, or K.sh.450 million is spread among the
smallholder contract farmers as cash income (from which they have to pay
for fertiliser, hired labour, etc.). As a rough estimate this gives each farmer
an average income of a little less than K.sh.4,000. How this is distributed
among different categories of farmers will be discussed later.
First we shall deal briefly with the relationship between KTDA and the
contract farmers and examine how tea as a cash crop is incorporated into
the economic and social life of the contract farmers. The tea bush (which in
its natural form is a tree) starts yielding after three years and is considered
to be in full production after nine years. Normally the stumps for new
bushes come from seeds, but KTDA was quick to utilise a superior
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technology, introduced in the mid-1960s, whereby the stumps are made
from cuttings from superior mother bushes. KTDA has its own nurseries
which in the beginning supplied all the contract farmers with stumps. Today
farmers usually have their own nurseries based on cuttings from their own
bushes.
KTDA aims at controlling the whole process of production from the
planting of the bushes to the finished product when sold at auction in
Mombasa or London or packed for the domestic market. KTDA employs
agricultural assistants (in 1978 an average ratio of 170 contract farmers for
each assistant). Farmers are taught technical skills in order to get the best
results. Indeed Van de Laar (1980) points to the high ratio of field assistants
to farmers as the main explanation for the success of KTDA. The tea bush is
plucked all the year round (which gives the farmers a regular monthly
income) and the leaves are delivered to the KTDA buying centres which are
spread throughout the tea growing areas. KTDA ensures that only the top
leaves (which give high quality tea) are plucked. The leaves have to be
processed within 24 hours of plucking, so KTDA's trucks visit all the buying
centres every day to transport the leaves to the factory.
In principle most of the factories are independent companies in which
KTDA has at least the majority of the shares and management control.
Each factory processes tea for 4-5,000 farmers, which is sold at auction.
This means that the different factories (and their farmers) obtain different
prices according to the quality of the tea. KTDA transports the made-up tea
from the factory to the buyer. Tea sold for the local market is blended,
packed and distributed through the KTDA-managed company Kenya Tea
Packers. KTDA charges a levy of 31 cents a kilo of green leaf which gives it
a yearly revenue of about K.sh.50/- million. Costs of manufacturing,
transport, marketing etc. are about 50 cents a kilo. This left the farmers
with K.sh.1/50 a kilo in 1979. A mature and well-cultivated tea bush can
easily yield lkg. a year. This indicates that you would not need many bushes
to reach the cash income for the average non-tea-growing Kenyan
smallholder: K.sh. 1,000-1,500/-.
The tea farmers have very little land devoted to tea; as mentioned earlier
0.4ha. on average. Even in densely populated areas an average size tea plot
should not exhaust the carrying capacity of the land. And it is difficult to
find any alternative crop that would give a higher rate of return. Hence
small scale farmers have been eager to sign contracts with KTDA. As
contract farmers they are obliged to buy planting material from KTDA and
follow the instructions of the agricultural assistants. The Tea Act gives
KTDA legal rights to take over land under tea if the grower neglects it.
KTDA is obliged to buy correctly plucked tea when delivered to the buying
centres. The tea grower will receive a fixed price per kg. within a month of
delivery. Once a year they will receive a second payment according to the
price obtained for the tea at auction.
SUGAR PRODUCTION AND CONTRACT FARMING
As with tea, sugar has been grown on a commercial basis in Kenya since the
1920s. Apart from some jaggaries (small workshops with primitive
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technology which crush the sugar cane and boil the juice to produce brown
sugar, most of which is used for brewing alcohol) only two small sugar
factories (producing about 30,000 tonnes a year to satisfy part of a local
demand of about 120,000 tonnes) existed until the 1960s. The cane for the
sugar factories was grown on large scale farms mostly owned by Asian
families, the only agricultural land Asians were allowed to own during
colonial times. In the mid-1960s, two new sugar factories were built in the
Sugar Belt in the Lake Victoria Basin. With loans from a variety of donor
organisations, the state became the major shareholder with an Asian
multinational company taking a minority share and the management
contract of one of the factories. Although production increased by 400 per
cent between 1965 and 1970, it was not enough to meet rapidly growing
local demand.
International Capital and Sugar Production

The UK-based international agricultural firm Booker McConnell was asked
in the late 1960s to make a feasibility study for introducing sugar in new
areas of Kenya. They found a rather densely populated area in Western
Province north of Lake Victoria ecologically suited for sugar production,
and suggested a quite new organisational structure of production, namely
the combination of smallholder contract farmers, a nucleus estate, a factory
and an agricultural department to secure the productivity of smallholders.
The Mumias Sugar Company was formed in 1970 with the state taking 70
per cent of the shares. The Government wanted Booker McConnell to invest
in the project by taking a considerable share. But Booker McConnelFs
interest was in management and not investment. They also wanted their
subsidiary Fletcher and Stewart to deliver the factory as a turn-key project.
The state persuaded them to take only a five per cent share in the company.
The Mumias Sugar Company started production in 1975 and by 1980
produced 164,000 tonnes of milled white sugar annually, or about half of
total Kenyan production.
CDC and the UK Overseas Development Ministry played a crucial role in
designing the Mumias sugar project. CDC in particular pushed for a
commercially viable project. Whereas the state preferred a contract farming
pattern, Booker McConnell and the donor organisations did not trust the
farmers' capacity to deliver a constant and sufficient quantity of cane to the
factory, and hence demanded a nucleus estate to be run by the factory.
Established in the mid-1960s two factories in the Sugar Belt (Chemelil and
Muhoroni) had already included some smallholders. These smallholders
were organised in co-operative societies which were supposed to supervise
the production of cane. The societies formed a co-operative union to take
care of the transport of the cane from the field to the factory. Soon after the
start of the Mumias project it was clear that the nucleus estate with
outgrowers was much more efficient in terms of tonnes of refined sugar in
relation to hectares grown with cane. As it was then state policy to become
self-sufficient in sugar by 1980, more such projects were designed.
Experience with the contract farming system in Mumias was favourable,
although many problems arose in establishing the nucleus estate. In Mumias
about 1,000 farmers and their families were evicted in order to create the
estate. The same pattern was repeated when two subsequent sugar projects
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were set up in Nzoia just north of Mumias and in Awendo in South Nyanza.
From a political point of view the state was not happy with these mass
evictions of peasants. On the other hand the state had a considerable
economic stake in the projects. The same project design was in fact repeated
in the Sugar Rehabilitation Programme. In the mid-1970s the sugar
company Tate and Lyle made a feasibility study of restructuring production
at the existing factories in Ramisi, Miwani, Chemelil and Muhoroni. The
Tate and Lyle study formed the basis for a World Bank appraisal report in
which it recommended that the old sugar schemes should be restructured on
the same lines as Mumias. The existing schemes already had nucleus estates,
some of which were to be enlarged. All of them had a rather high percentage
of cane deliveries from large scale farmers which were to continue. One of
the crucial points in the programme was deliveries from small-scale farmers.
These were organised in co-operative societies, which were in turn members
of co-operative unions. The World Bank wanted the co-operative societies
and unions replaced by agricultural departments at the factories and
individual outgrower contracts for the small-scale farmer. For this the
World Bank proposed a loan of US$72 million and an additional loan of
US$6 million from the African Development Bank. The loan agreement was
signed in December 1978, but the implementation of the Rehabilitation
Programme has been delayed and might never be fully implemented. The
delay is partly caused by a conflict between those in favour of estates and
those favouring exclusively contract farming. Government also have plans
for a new project in Western Province, just west of the Mumias scheme
solely based on small scale contract farmers.
Sugar and the Peasantry

As with tea, the state has economic interests vested in sugar production.
Sugar is taxed in different ways, and in 1979 the excise duty alone gave the
state a revenue of K.sh.300 million. A rough estimate is that taxes on sugar
contribute 2.5-3.0 per cent of total state revenue. Yields per ha. tend to be
much higher for contract farmers than for co-operative farmers. Among
contract farmers in Mumias, output of sugar cane is about 55 tonnes per ha.
annually, compared with about 20 tonnes per ha. for co-operative
smallholders in Muhoroni (the figures are not corrected for variations in
soil and climate). Furthermore, the variations in yields were far greater
among the co-operative smallholders.
One reason for this is the strict supervision and control practised in
Mumias. Factory staff here conduct soil surveys and, if suitable,
smallholders are offered contracts. There is in fact competition among the
peasants to get contracts and only 13 per cent of households within the
contract farming area are outside the scheme. The farmers clear the land,
which is then ploughed and harrowed by the factory. The company supplies
the farmers with disease-free planting material and fertilisers, while the
farmers are supposed to do the planting and apply fertiliser. After 22
months the crop is ready for harvesting which is done by a labour gang
organised by the company. The cane is then transported by company
trailers for processing. If the contract farmers do not carry out their
obligations, they receive a warning. If the job is still not done, the company
will have it done and charge the farmers for the service.
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After harvesting, the farmers are paid for the tonnes of cane delivered less
the services rendered by the company. Normally, the company and the
farmer will share on a fifty-fifty basis. At a price of K.sh.133/- per tonne
(constant since 1978) the Mumias farmer on average will receive
K.sh.3,700/- per ha. per year, while the Muhoroni farmer will get about
K.sh.l,500/-ha./year. At an average of 1.3ha. of contract cane, the yearly
gross income for the Mumias contract farmer will be about K.sh.5,000/-.
Of a total turnover of K.sh.259 million in 1978, Booker McConnell received
about K.sh.20-25 million in management fees, salaries for its expatriate
staff, interest and other charges. But this sum of money probably was not
the main reason for Booker McConnell's participation. As mentioned
above the factory was supplied by Fletcher and Stewart, a Booker
McConnell subsidiary. This fact probably was the main reason for Booker
McConnell's interest in the whole project. But K.sh.70-75 million of the
turnover in 1978 remained in the area as gross income for the 11,000
contract farmers attached to the project at that time, as well as wages for
the permanent and casual labourers engaged in sugar production in
Mumias.
CONTRACT FARMING AND DEVELOPMENT
As we have argued earlier, it is not difficult to see how international agribusiness and international financial institutions could share a common
interest in exploiting Third World countries by introducing new forms of
agricultural production. It would probably be possible to find cases where
things are as simple as that. They might also share this interest with the state
in the Third World country; such states would be purely 'comprador' in
character. Many interpret these developments in conspiratorial terms in
which agri-business in alliance with donor organisations, comprador states
and rich farmers conspire to exploit and emmiserate the small and poor
farmers. The aim of this paper is, however, not to evaluate whether these
agro-industrial projects are 'good' or 'bad', but hopefully to contribute to
an understanding of the economic, social and political forces related to the
spread of this kind of capitalist production. What actually happens to the
farmers involved in agro-industrial production is of course of extreme
importance for the understanding of alliances and other conditions for the
class struggle at the local, national and international level. But what makes
such understanding difficult is that the situation changes considerably
according to cycles of prosperity and depression and specifically to
commodity price fluctuations. Hence an understanding of the 'logic' of this
system and its relation to economic and social reality gives no grounds for
rigorous prediction.
To evaluate the current situation of the contract farmers in Kenya and
assess their future prospects, we have to compare their situation to that of
other smallholders in Kenya as well as evaluate some of the crucial factors
pointed out by critics of the role of the World Bank and agri-business. The
question is not whether international agri-business profits from their
involvement in agricultural development in Third World countries, or
whether the World Bank and other international finance institutions only
lend money for these kinds of projects on the basis of a commercial rate of
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interest. The answers to these questions are too obvious to waste paper on*.
The crucial question is whether this system necessarily leads to a process of
proletarianisation, increased exploitation or generally deteriorating
conditions of reproduction for the small farmers. Our observations among
the contract farmers in the tea and sugar production in Kenya can hardly
give definitive answers to these questions. But they do suggest the need for
careful empirical observations rather than generalised indignation.
Contract Farmers and other Smallholders in Kenya

There are many difficulties in comparing the situation of the contract
farmers and those of other smallholders in Kenya. Not least the statistical
material available — data on smallholders are from the Integrated Rural
Survey, 1974/75 whereas our figures cover periods from 1972 to 1979, so
too fine a comparison should not be made.
However, a comparison of the agro-ecological zone 'Tea, West of the Rift'
from the Integrated Rural Survey with our findings from the tea project
suggest that the contract farmers are far better off than the average
smallholder in this area. The average yearly cash income from tea alone was
K.sh.4,200/- during the period from 1972 to 1979, while the average cash
income for all smallholders (including the tea farmers) in the area was
K.sh. 1,300/- in 1974-75. Subtracting the costs of actual farm inputs gives a
net income of about K.sh. 1,000/- a year in 1974-75 while the contract tea
farmers had an average net income from tea alone of between K.sh.1,500/and K.sh.3,000/- per year depending on the maturity of their bushes. For
the contract farmers these income figures could be considered pure land
rent as they represent the actual net income after paying for farm inputs
including labour for all agricultural jobs. As mentioned earlier the size of
the average tea plot is only 0.4ha., and even the smallest smallholdings have
relatively little land devoted to tea. In our case study, cash income from tea
was the single most important cash income, but it only accounted for about
three-quarters of total cash income for the tea farmers in an area where cash
crop production and the market economy had a long history not least
because of the proximity of the tea estates.
This was not the case in the area of the Mumias sugar scheme where cash
crops and the market economy was not very widespread before the
introduction of the sugar project. Since money began to flow in 1975 the
contract farmers have had a yearly gross income of K.sh.3,300/- out of
which they have to pay for labour. If they had all jobs done by wage labour
in 1979 with the current prices on sugar cane they could obtain a land rent
of about K.sh.2,300/- per ha., or about K.sh.3,000/- for the average 1.3ha.
contracted. An important problem in Mumias is that many farmers only
have small plots of land and hence the sugar contract might decrease food
crop production. In that case the comparatively high cash income would not
improve the situation of the smallholders.
*It would probably be easy to find examples showing that the international financial
institutions do not care too much whether projects are economically viable, as they lend money
for which governments guarantee repayment. On the other hand these institutions have no a
priori interest in draining the financial resources of the recipient country by introducing
projects which are not economically viable. Their major objective, in Kenya anyway, seems to
be to stress efficiency in capitalist terms in some projects and to avoid social and political
instability in others.
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Contract Farming and Food Production

One of the central elements in the logic of contract farming is the increased
productivity of smallholder agriculture. This has to be considered from two
points of view. On the one hand whether it is possible to make the
smallholder as productive as competing systems e.g.: plantations, largescale farms, co-operatives etc. On the other hand whether the increased
productivity in cash crop production will lead to trickle-down effects for
other cash and food crop production, or whether other crops are being
marginalized because of a resource drain from the more profitable agroindustrial crop. Our observations indicate that the answers to these crucial
questions are rather different for the two cases of tea and sugar.
As mentioned earlier, the tea estates produce two-thirds of Kenyan tea on
only one-third of the total cultivated area. There are many reasons for this.
First, much of the smallholder land is covered with immature bushes.
KTDA puts great emphasis on producing high quality tea and only allows
the top leaves to be plucked, while the estates take more leaves and produce
tea of a lower quality. But apart from this it is obvious that the smallholder
on average, both with regard to land- and labour-productivity, is much less
efficient than the estates. Our empirical investigations show a very great
variation in productivity among the smallholders with 10 per cent of the
farmers close to zero and 25 per cent of the farmers achieving a production
of less than 25 per cent of that expected, even given a low rate of
expectation. This is fundamentally because KTDA's policy is to give
priority to a rapid expansion of the land under smallholder tea cultivation
before international agreements force Kenya to stop further planting. Once
the tea is planted tighter supervision and control can increase productivity.
With sugar production the situation is different. Here high productivity is
essential in order to make production economically viable. In Mumias very
tight control over smallholder production secured a level of productivity of
the contract farmers only slightly lower than that of the nucleus estate run
by the company, which is itself fairly high compared with international
standards.
Answers to the second question on food production also tend to give two
different results. For the tea farmers, little of their land is devoted to tea. In
our case study, in Buret division of Kericho District, only 4 per cent —
though average farm size in this area was higher than most smallholder
areas, so this small percentage may well be atypical of tea growers as a
whole. At the same time, there was a clear tendency for the income from tea
production to be spent on increasing productivity on other crops as well: by
buying fertiliser, graded cows, hybrid maize seed, ox ploughs and even
tractors and small trucks.
In the case of Mumias the answer is not so clear-cut. Although the amount
of land devoted to food crop production increased by 75 per cent between
1974 and 1979 (at the same time as an increase in the acreage under sugar to
about one-third of the average smallholding) the problem of food crops is
potentially critical in Mumias. A popular slogan in the area is: 'Sugar eats
all'. Sugar production, due to tight control, attracts so many resources —
land, labour and money — that everything else comes second. So even with
a rather rapid increase in land for food crops, situations of food scarcity do
occur, which apart from the problem of resources are further explained by
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the fact that there has been a heavy influx of labour from outside to the
sugar industry (many from as far as Rwanda and Burundi) and some
smuggling across the border to Uganda encouraged by a fatal price policy
on maize in 1979 and 1980.
Contract Farming, Proletarianisation and 'Disguised Wage Labour'

It is often argued that agri-business leads to a proletarianisation of small
farmers by favouring the rich and middle peasants. Our field surveys are
not sufficient to refute such arguments, but again indicate the need for case
by case investigation. Both of our cases showed a rapidly increasing price of
land after the introduction of agro-industrial production. In the tea area,
the price per acre in 1964, a few years after the start of the project, was
K.sh.500/-. In 1970 it had doubled to K.sh. 1,000/-, and again doubled to
K.sh.2,000/- in 1973. In 1974 the average price was K.sh.3,000/- and in
1979 about K.sh. 10,000/- an acre. This process may in the long run lead to a
situation where the less successful farmers are forced to sell their land to the
more successful. Up to now this process has not gone very far. Only a small
percentage of the tea farmers have more than one plot under tea and those
who buy new land with the money made from tea in most cases have to buy
outside the tea boundaries. As very little land is devoted to growing tea, it is
not likely that farmers will be forced to sell land even with drastically falling
prices for tea. If that were to happen farmers would tend to let the bushes
grow into trees and wait for better prices. In general, our findings
correspond to those of Cowen in Central Province, which show that
international capital's intervention, through the state, resulted in a more
equal distribution of sales.
The same trend of increasing prices of land occurred in Mumias after the
sugar project started. Because of the nucleus estate, the evictions and the
general uncertainty of the situation, many land transactions took place
between 1970 and 1975, and the price of land doubled from K.sh.300 to
600/- per acre. According to Tobiesen, 19 per cent of the farmers had been
dealing in land, of whom 11 per cent had bought on average 1.9 ha. and 8
per cent had sold 1.6 ha. on average. However, the general impression is
that land transactions significantly slowed down when the farmers saw that
it might be more profitable to keep the land than to sell it. The price per acre
of land in 1979 had increased to about K.sh. 1,500/-.
No general trend of proletarianisation seems so far to have followed the
introduction of agri-business in these two cases. The difficulties of getting
labour and the consequent immigration into the area from outside, suggest
that agro-industrial production has slowed down the process of landlessness
and hence migration towards the cities. The longer term prospects will be
discussed later.
Another aspect of contract farming that relates to proletarianisation is the
problem of 'disguised wage labour', i.e. the notion that under certain
conditions where cash crop production is necessary to household
reproduction, cash cropping is a disguised form of wage labour (see
Bernstein in Review No. 10). Such a conceptualisation might have some
application to a type of organisation such as Mumias where the farmers
could be considered only formal and legal 'owners' of the means of
production, but in reality they receive a 'wage', which is equal to the land
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rent on the land that they have rented out. By signing a contract with the
sugar company the farmers have in fact given over the control of that piece
of land for the period of the contract, usually six years. In that respect the
farmer could be considered as a wage labourer when he works on his 'own'
sugar plot. But if he hires labour from outside to do the job, the farmer will
receive the difference between the gross income from the company and the
costs of inputs (wage labour etc.) as a land rent.
There has indeed been a steady increase in the utilisation of wage labour in
Mumias since the start of the project, and about half of the farmers had
most of the agricultural work done by wage labour, while the other half still
utilised mainly family labour. But no less than 90 per cent of the farmers
hired labour for the most intensive job, weeding. In the beginning the
smallest farmers especially worked as casual labour in sugar, but this is now
infrequent and most of the wage labour comes from outside the area.
As mentioned earlier the contract farmers in Mumias will, with current
prices on sugar cane, have a land rent of about 2,300 per ha. per year for the
land under contract. This could only be considered as a return for owning a
means of production — land. But even if this return becomes zero because
of falling prices, the contract farmer still owns the means of production and
thereby a basis for accumulation. The wage labourer on the contrary has
nothing else but his labour power to sell.
Contract Farming, the Utilisation of Resources and Democracy

As one of the main aims of agro-industry and contract farming is increasing
productivity, it is no wonder that it involves a more intensive utilisation of
resources. Labour productivity increases although the increase in wages
probably does not match the increase in productivity. But with the use of
machinery, fertiliser, herbicides, improved seeds etc., land productivity also
increases. Whether in the long run there will be harmful ecological
consequences cannot be determined at the general level at which some
scholars pitch their arguments. There is no reason why contract farming
systems could create worse ecological problems than other high yielding
agricultural systems. The technology to prevent ecological decline exists.
The question is essentially an economic and political one. But there is
equally no reason to believe that agri-business firms should be especially
interested in protecting the natural environment for a period longer than
their management contract.
Until now neither international agri-business nor the international donor
agencies have been warm supporters of attempts to build democratic
organisations between the company and the farmers. The World Bank even
made it a precondition of a loan to the Sugar Rehabilitation Project that the
existing co-operatives and unions were dissolved. But a past history where
co-operatives and efficiency have seldom co-existed in Kenya should not
preclude other forms of democracy emerging, forms which even might
stimulate increased productivity based on broader social goals than those of
the agri-business firms.
Contract Farming and the Level of Accumulation and Consumption

We have argued that the contract farming system in tea and sugar
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production in Kenya have generally improved the socio-economic situation
of the farmers involved. It has also contributed to national accumulation.
In the capitalist sense of the word, we could speak of 'development'. But in
the process of capitalist development economic growth and differentiation
are linked together. The rapid development of the productive forces which
follows agro-industrial production, expands incomes for the contract
farmers and changes their patterns of consumption and investment.
Whether this in itself will lead to a self-sustained process of technological,
economic and social development, depends on several things. Of first
importance is whether the actual income generated is of such a magnitude
that it could allow for a surplus to be invested productively. Further if the
surplus is sufficient, the question is whether the social structure will allow it
to be invested for productive purposes, or whether it will disappear in
consumption.
In both the tea and sugar cases an economic surplus is created. It is also
obvious that a process of differentiation takes place. Some farmers are
getting considerable amounts of money, others very little. This of course
permits different patterns of consumption — in itself not the most crucial
factor, as it will not in itself create a self-sustained capitalist development
process at the local level. The relative prosperity probably will end if the
organisational structure of the agro-industrial complexes disappears. Of
more significance is the investment pattern and the capitalist rationality
which is emerging among contract farmers. A good number of farmers
make a substantial income from growing sugar or tea which they invest
primarily in the sphere of circulation — shops and taxies — but also in
improving their agricultural production. These farmers consider their farms
a basis for accumulation and the decision to invest becomes part of a
rational planning process designed to secure the highest possible profit in
the long and the short run.
Although it is the policy of KTDA that all contract farmers should have at
least 1 acre (0.4ha.) under tea, our sample showed that about 40 per cent
had less. While a few had more than lha., the majority of the farmers were
grouped closely around the median of 0.45ha. In Mumias the variation in
the size of contract plots was much greater. The median (the most common)
was found to be l.Oha. while the average was 1.3ha. and quite a few had
more than 2ha. Because of the tight control of production in Mumias there
is little variation in productivity, so incomes are direct reflections of plot
size under contract. The incomes of the majority of the farmers are located
around the median of K.sh.2,200/-, while quite a few make between 5,000/and K.sh.32,000/- a year. For the tea farmers the income distribution is
more skewed because of the very great variations in productivity. With a
median of K.sh.3,000/- and an average of 4,200/-, half of the farmers from
the lower end make about 12 per cent of the incomes, while 10 per cent of
the farmers at the other end of the scale make about 35 per cent of the
incomes from tea. As there is at the same time a correlation between
incomes from sugar or tea and other cash incomes, a rather clear pattern of
differentiation can be seen. This of course gives different levels of
consumption, but also, for some of the most well-off, the possibility of
accumulation. It is very difficult in concrete analysis to distinguish between
a group of farmers who utilise their economic surplus in rational planning
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for an increased level of accumulation, from those who just use it to get an
immediate higher level of reproduction.
However, two main criteria were applied as a basis for differentiation:
1. To what extent did production rely on wage labour rather than family
labour?
2. To what extent was the economic surplus spent in order to accumulate
capital (either in the sphere of production or circulation) or to what
extent was it spent on consumption?
Looking at the income level and the pattern of consumption and investment
it was possible with some caution to distinguish between three groups of
contract farmers:
1. A small group (in both samples representing some 10-15 per cent of the
outgrowers) who have considerable incomes from cash crop production.
But it was significant that apart from their relatively high incomes from tea
and sugar, they also had considerable incomes from other cash crops, from
permanent wage labour (often as school teachers), from shops and taxies.
They clearly invested their money in order to accumulate. This was done
mostly in the sphere of circulation (shops and taxies), in buying more land,
and, especially in the tea area, in such means of production as tractors,
pick-ups and fertilisers for the other crops. With higher prices for tea after
1977, the tea growers tended to increase the use of fertiliser on tea as well as
on maize. Almost all of the farmers in this group depended entirely on wage
labour for cash crop production.
2. Whereas the first group could be considered small capitalist farmers
clearly seeing prospects of capital accumulation, the two other groups could
be characterised as traditional peasants beginning to change their pattern of
consumption. What distinguishes the two groups is their level of
reproduction and their ability to survive without becoming proletarianised.
The vast majority of farmers are found in the middle group. Especially
among the tea farmers, it was obvious that their level of reproduction has
increased considerable with the income from cash crop production. Apart
from heavy expenditure on school fees much money had been spent on
improvement in housing and for buying such consumer goods as radios and
bicycles. Almost all of the outgrowers are now using hybrid maize, and in
the tea area most of the farmers in this group had replaced local cows with
graded cows. But apart from that, little technological innovations had taken
place in their production outside tea. In the sugar scheme the process has
not yet gone that far. Many of the traditional problems caused by a sudden
big inflow of money arose when the venture started in 1975. Many are the
stories of money being thrown around. But after some years the cash now
finds its way into consumption goods of a more permanent character. This
vast group is very mixed. Some farmers have rather large farms and a
considerable income from cash crop production, but spend all of it on
school fees and housing. Others have very little land but work hard and
have a high productivity which enables them to save money which they plan
to spend productively. Most of the farmers in this group only have very
marginal non-agricultural incomes, and produce their cash crop with a mix
of family labour and wage labour.
3. The last group is also very heterogeneous. The farmers in this group are
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characterised by relying entirely on family labour and have problems of
surviving from their agricultural production. In the tea area these were
obvious 'special cases' and no general trend of proletarianisation was
found. In the sugar area the problem may arise for some of the very small
farmers who have planted almost all their land with cane. Although on
average there seems to be no scarcity of land, half of the farmers we
interviewed had less than one hectare left for subsistence production. As the
average family size on these farms was more than lOha. and as they all had
less than K.sh.3,000/- a year from sugar production, they could not for a
long time survive a crop failure nor deteriorating terms of trade.
The question is, of course, to what extent the above findings are applicable
in more general terms to the agricultural situation in Kenya — or for that
matter in other countries in Africa. As already mentioned, the contract
farming system in Kenya accounts for about 12 per cent of the total of 1.5
million smallholders. The contract farmers are all located in the highly
fertile areas, covering a minor part of Kenya only. And the case studies
sketchily presented only give evidence as to what happens within the
organisational structures geared to the contract principle, saying nothing
about the situation for peasants outside the areas analysed. However,
looking into the effects for farmers involved in contract farming systems in
other parts of Africa, the present findings may not be that unique.
Preliminary results from an analysis of ours still in progress on the effects
outside the contract farming schemes seem also to indicate a more rapid
process of differentiation and marginalisation in the non-project areas
which might be due to lack of inputs, marketing, credit and the extension
service facilities which are all provided within the contract farming systems.
With a rate of population increase close to four per cent a year, scarcity of
land and a general slow increase in productivity, a rapid process of
landlessness and outmigration from the rural areas is certainly taking place.
Whether the process of marginalisation, whereby the peasants are related to
the capitalist market in a somewhat perverted way, is due to limited
possibilities from the outset to take part in a capitalist production process,
or rather a result of a process of proletarianisation resulting from the
introduction of capitalist forces and relations of production, is hard to
determine.
A TENTATIVE CONCLUSION
Agro-industrial production and agri-business are new forms of organising
Third World agriculture. At the most general level, the development of the
agro-industrial chain is a response to capital's need for expansion. As the
agricultural product itself represents an ever decreasing part of total value
added, capital is forced to expand into other links of the food chain. In
colonial times, international capital most frequently owned the means of
production (first and foremost plantations in the Third World) and the
processing facilities situated in the colonial metropoles. Today,
international capital is tending to withdraw from direct investment in Third
World countries and concentrate on such up-stream activities as deliveries
of fertilisers, herbicides, turn-key factories, machinery etc., and such downstream activities as packing, distribution and sales promotion. In order to
secure control of the whole chain, a management contract for agro-
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industrial production is attractive for international agri-business. The state
will then take over production on the basis of contract farming systems,
financially supported by international institutions.
Most of the literature on this subject so far, has been premised upon the
dependency school and implies that international agri-business,
international financial institutions (especially the World Bank), a dependent
comprador state, and the rich farmers in the Third World countries are
engaged in a 'conspiracy'. Such conspiracies lead to dependent capitalist
development, necessarily marginalising and emmiserating the rural poor.
The aim of this paper has been to re-examine the position of the dependency
school, and also to analyse the 'logic' in the recent development of agroindustrial production and agri-business in the Third World, with reference
to empirical findings in Western Kenya. In the case of tea it was
demonstrated how the state, through KTDA, in competition with large
multinational corporations, took control over an increasing number of links
in the agro-industrial chain. In the case of sugar, the links between
international agri-business, international financial institutions and the state
have so far contributed considerably to state accumulation, and have
ensured national self-sufficiency in sugar. The crucial point is whether this
agro-industrial development necessarily leads to a process of
proletarianisation, increased exploitation and generally deteriorating
conditions of reproduction for smallholders.
Our empirical findings do not support such generalities. Compared to other
smallholders in Kenya, contract farmers are economically better off. But we
make no claim that agro-industrial production has solved the problem of
rural poverty. Except for some of the smallest sugar farmers (who had to
spend almost all their cash income on food) the considerably higher cash
incomes of the contract farmers enabled them to achieve a higher level of
reproduction. This involves both better housing, more consumption goods,
such as radios and bicycles, but also significantly better possibilities for
educating their children. Nor has tea and sugar production lead to declining
food crop production, though the situation of the smallest sugar farmers is
more indeterminate. Especially in tea production, there is no evidence of
proletarianisation. Capitalist relations of production are developing quite
rapidly in the areas of contract farming. A vital part of this process is the
differentiation taking place among contract farmers.
The vast majority of the farmers spend most of their income on an
increased level of reproduction and long term investment in the education
of their children, whereas so far they have only made minor direct
productive investments. But a small group of contract farmers, earning
relatively high incomes on cash crops, invest within agriculture and in the
sphere of circulation. This group consider themselves as capitalist
'farmers', seeing clearly the 'logic' in capital accumulation. They represent
a part of the emerging rural bourgeoisie.
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Whose State? State and Capitalist
Development in Nigeria
Björn Beckman
General issues raised by the author's two previous contributions to this
Review, in Nos.19 and 22. are here applied to an analysis of the character of
the Nigerian state and the nature of its interrelationships with capital —
foreign, local and capital-in-general. Oversimplifications that blame 'underdevelopment' on international capital working through a straight neocolonial state, and those that see a national bourgeoisie able to use state
power against imperialism to promote national capitalist development are
rejected as at best part-truths. The state is seen as also and primarily an
instrument for promoting the conditions for accumulation for capital in
general. Further specification of the nature of the state depends on an
analysis of the class struggle such activities inevitably involve, in their
particular Nigerian context.

The Nigerian state is busily promoting capitalist development. While having
important roots in colonial peasant production, this development is
currently fed on oil. The state plays a key role in dispensing the oil wealth,
and the way it is spent generates economic activity and incomes (not for all,
though) in all sectors of the economy. It feeds into and transforms preexisting social relations. It promotes capitalist accumulation and capitalist
class formation.
It is obvious that foreign capital takes a leading part in this development,
not only in the extraction of petroleum, but in all sectors: in commerce,
banking, construction, and manufacturing. In agriculture, international
capital is prominent through the World Bank.
There is also a large, growing class of Nigerian capitalists, some very
substantial, the bigger ones usually allied to foreign capital. Further down
the scale one finds a mass of small capitalists shading off into petty
commodity producers. The state itself is a major owner of means of
production and finance capital. It invests in large-scale productive
enterprises, on its own or in partnership with foreign and domestic private
capital. It takes an active part in promoting Nigerian capitalists through
state banks, development corporations and support schemes. It has
introduced legislation which has significantly shifted the balance of
ownership in the Nigerian economy from foreign to domestic capital.
Heavy state investments in economic and social infrastructure clearly
support further capitalist expansion.
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The suggestion that the Nigerian state promotes capitalist development does
not necessarily mean that it does so efficiently. Nor does it mean that such
development provides a useful answer to the problems of mass poverty and
deprivation facing the Nigerian people. As it is, however, business in
Nigeria is profitable for many people, Nigerians as well as foreigners.
Nigeria has become an important part of the world capitalist system and
more and more Nigerians are each day more closely 'integrated* into that
system.
What kind of state is this? Presumably it is a capitalist state, but how can we
understand its pre-eminence in the context of the development of capitalism
in Nigeria? More specifically, how can we understand its role in the
relationship between capitalist development locally and on the world scale?
How does it structure the relation between domestic and international
capital? State capital itself, how does it enter this relation? What are the
consequences for accumulation and class formation? Answers to these
questions need to be based on an understanding of how state forms and
state actions are determined concretely and materially at the levels of
production, class formation and political struggle in the Nigerian situation.
It is also a question of how the state, through its mode of operating, itself
intervenes in the organisation of production, its contradictions and
struggles. The crux of the matter is of course the logic of the interaction
between the two: the dialectical relationship between base and
superstructure.
This is all very abstract. It can also be stated bluntly in class terms. In whose
interest does the Nigerian state operate? Is it an organ of international
capital, a neo-colonial and 'comprador' state? Is it an organ of an emerging
bourgeoisie, or is it both? If so, how does it serve two masters? Is it a
contradictory relation? How is it mediated? What are the implications for
the manner in which the anti-imperialist struggle and the class struggle
relate to each other?
Imperialism and Capitalist Development

The questions raised above are dealt with in this paper in the context of an
ongoing discussion of imperialism, domestic class formation, and capitalist
development in the third world. Let me therefore begin by summarising
how far I have reached in developing my own position (see Nos.19 & 22 of
this Review).
Imperialism contributes to the prolonged, often deepening suffering and
oppression of the peoples of the Third World not so much by obstructing
capitalist development but by pursuing specific forms of capitalist
development as determined by specific class alliances and the related nature
of the state. It is therefore not the absence of steel works and other desirable
means of development which is the primary evidence of imperialistgenerated underdevelopment. Instead, it is the manner in which such means
(as well as the mines and plantations which preceded them) provide the
material basis for oppression, thereby obstructing alternative strategies
rooted in the material needs of the masses.
The essence of imperialism is the enforcement of monopoly profits by
political and military means. Colonialism was monopoly by direct
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territorial conquest. The contemporary form is a transnational alliance of
international capital backed at both ends by the power of the state. Such
contemporary forms of imperialism need domestically rooted bourgeois
class forces in order to establish the appropriate material and political
conditions for its profits. The domestic bourgeoisie, on the other hand, uses
the alliance with international capital to buttress its class rule and
accumulation. Jointly, the two parties co-operate to hold back popular
pressures for social and democratic reform. As a consequence, capitalism in
the Third World tends to take on a particularly oppressive, backward and
predatory character. Struggles against imperialism are therefore
inseparately linked to domestic class struggles.
The purpose of the present paper is to discuss the role of the state within the
framework of this international capitalist class arrangement. I will
formulate propositions with specific reference to Nigeria but I will also
discuss the implications in more general terms.
The Nigerian State as an Organ of International Capital

A strong case exists for arguing that the Nigerian state is an organ of
international capital. This is a common radical position and inspires much
of the current critique of the state, (see, for example, Turner in No.5 and
Osoba in No. 13 of this Review) both from a national bourgeois and from a
socialist perspective. In fact, it serves as a meeting ground where such
different and ultimately opposed political forces seek to establish a united
front. The position is often argued within the context of neo-colonialism,
where continuity with colonial domination is emphasised. Independence is
seen as largely formal. Real control over the economy remains with foreign
capital. Nationalist leaders have been co-opted by imperialism. They
'inherited' the colonial state, a state imposed by imperialism for its own
purposes. The nature of the state itself therefore did not change
fundamentally. The nationalists never really challenged the pervasive
domination of the economy by imperialism. They were placed in a position
where they were left to administer the state on behalf of foreign capital. The
contemporary Nigerian state can therefore be described as a comprador
state: state institutions and state officials operate as agents of imperialism.
The real ruling class is the bourgeoisie of the metropolitan countries. It is
not the indigenous businessmen and bureaucrats, who merely masquerade
as a 'national bourgeoisie'. They are allowed to play this role by their
foreign paymasters. In fact, they are performing a vital ideological function
as their nationalist rhetoric conceals the true class nature of the state. When
they travel to international conferences attacking 'imperialism' and
clamouring for a 'new international order' they simultaneously take the
opportunity to check their international bank accounts which are regularly
replenished by foreign friends. Corruption is not the failure to play the
game according to the rules of the official ethic. It is a normal means
whereby foreign firms compensate politicians and bureaucrats for their
agency services. The methods are numerous. Co-operating ministers may be
allowed, for example, to exercise patronage within the domain of the
foreign firms. They nominate their own candidates to board memberships
and management posts and when they themselves retire they will be taken
care of appropriately.

40 REVIEW OF AFRICAN POLITICAL

ECONOMY

There is ample evidence to support the view of the Nigerian state as a neocolonial, comprador state, an organ of international capital in its continued
exploitation and oppression of the Nigerian people. The continuous
fractional rivalries of Nigerian politics, military and civilian, ensure that the
corrupt transactions with foreign capital are repeatedly (although
selectively) exposed and documented. Nor does radical Nigerian opinion
need to wait to be informed by official commissions of inquiry or by
documents released by one or other warring faction. Information about the
forms, crude or subtle, in which international firms tie local leaders to
themselves is common talk*. Moreover, with 'partnership' increasingly
becoming the official ethic and the prevailing institutional set-up for the
relationship between the state and foreign capital there is less need for
secrecy. It requires little ingenuity to expose the shallowness of such
partnership arrangements in the many cases where 'state participation'
means little more than the collection of fat allowances for state
representatives on boards with little control over, or even information on,
actual operations.
The Case of 'Indigenisation' of Foreign Enterprises

The policy of 'indigenisation' (see R.O.A.P.E. No.14) can in fact be seen as
the institutionalisation of this sham partnership. Under the cover of a
smokescreen of nationalist ideology, foreign capital in Nigeria is now more
securely entrenched than ever. The smaller foreign firms which were totally
taken over by Nigerians did not constitute much of a sacrifice for
international capital. They were mostly Lebanese anyway, who have their
own mysterious ways (including double citizenship) of surviving in business.
They certainly do not represent any of the dominant sections of
international capital. For the latter it was a question of whether to have a 60
per cent or 40 per cent local partnership. There were certainly risks
involved: that the new part owners were going to meddle in the business,
pushing their nephews on to management, discriminating in favour of their
own kin or home area in employment, etc. But these 'risks' were also
opportunities. The exchange of favours could be more open. No need any
longer to send messengers through ministerial backdoors. Business could
now be settled between official partners. A big bonus, of course, was the
handsome addition to the capital stock brought in by the local partner.
There was no need to hand over existing assets as firms could expand
through new issues of equity — witness the 'prospectuses' issued with these
share offers, through the bank and press. Remember how foreign firms
elsewhere are anxious to finance their expansion by mopping up domestic
savings — while retaining, of course, their right to remit profits.
Indigenisation has meant that a significant amount of the oil earnings of the
Nigerian government has been recycled into financing the expansion of
firms which for all practical purposes remain firmly under the control of
international capital. This is a plausible, radical interpretation of what has
*A list of some of the more famous public scandals of this type, including 'the Scandia Bus
Scandal in which some crooked businessmen in Sweden and Nigeria ripped off the Lagos
Municipal Transport Service', is offered by Osoba (R.O.A.P.E. No.13). The Daily Tribune
and National Concorde (party organs of the Unity Party of Nigeria and the Nigerian People's
Party respectively) vie in exposing the shady deals of the businessmen-cum-politicians of the
opposite camp.
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happened. It has nothing to do with whether or not this was an effect
intended or desired by those technocrats and politicians who were pushing
the idea. They may in fact have been in good faith and inspired by the most
laudable national sentiments. But neither is it primarily a question of
cheating somebody.
It has been argued that the Nigerian government was outwitted by cunning
foreigners. It has also been claimed that the policy was subverted by
unpatriotic Nigerian individuals (officials and private businessmen) who
colluded with the foreigners. From that perspective (for references see Note
at end), it is not the state itself which is neo-colonial or comprador but
certain elements within the state or the local bourgeoisie. The state is too
weak or inefficient to enforce its patriotic intentions. The political
implications are that if the patriotic elements could be reinforced and the
unpatriotic ones be weeded out, things would be alright.
While this could add to the bite of the indigenisation policies, it would
hardly transform their subordination to the extended penetration by
international capital. Certainly, there was a lot of manoeuvring and
dodging by foreign firms seeking to have it both ways before settling for the
new form of partnership. Why shouldn't they? It is a question of profit
maximisation. There is nothing which is so good that it can't be better. The
officials of the Nigerian Enterprises Promotion Board are undoubtedly
justified in their concern with the evasiveness and unpartner-like behaviour
of some of the foreign firms. The acrimonies on both sides, however,
should not be misread as an expression of any fundamental antagonism.
They should not be allowed to obscure the basic logic of the
transformation, a transformation essentially in the interests of foreign
capital, tightening rather than loosening its grip on the Nigerian economy.
Problems of the 'neo-colonial' model of the Nigerian state

It may be easy to support this radical interpretation of the Nigerian state on
theoretical grounds. In addition, a wealth of documentation can be
marshalled in support of the claim that the Nigerian political economy is
dominated by international capital. It seems therefore also a plausible
materialist position to assume that this domination is reflected at the level
of the state. From such a position it is logical to identify the international
bourgeoisie as the real ruling class, in the Marxist sense of the term. Backed
by such theoretical assumptions and empirical evidence, it is possible to
make sense of indigenisation policies and other seemingly 'nationalist'
features in the recent operations of the Nigerian state. They can be seen as
objectively integrated into the logic of imperialist domination. They either
spring from the requirements of international capital, are restructured to fit
such needs, or are neutralised so as to be compatible with them.
The problem with such an approach is not that the conclusions are
necessarily false. On the contrary, I believe that it makes good sense to
assert that the Nigerian state is a product of imperialism and that it
continues to serve the interests of international capital. The problem is that
this explanatory model, by being very general, may fail to motivate useful
theoretical work and concrete studies which allow us to see the specific
economic and political forms of imperialist domination and how they link
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up with class struggle. If every aspect of the state is reduced to being
ultimately determined by the needs of imperialism, very little may actually
be explained, unless, of course, such conclusions are arrived at through an
analysis of the way in which imperialism is articulated at all levels of the
social formation. The supremacy of international capital may well be
confirmed by such analysis but this would require an evaluation of the
forces over which it dominates. To say that it ultimately comes out on top
should not allow us to ignore the strength and organisation of the forces
which it incorporates, co-opts or subdues. That strength will surely be
decisive for the strategies chosen by international capital in each new phase.
The danger of a simple neo-colonial model of the state is that it may rob
domestic social forces of their own dynamic and give a false air of
inevitability to the political outcome of class struggle.
How are we then to take account of the existence and rapid expansion of a
large domestic bourgeoisie? How does it affect the material determination
of the state? Is it compatible with a general theory of imperialist
domination? I believe it is. But it requires a more developed understanding
of what that domination means than is implicit in the radical position
outlined above. Before we arrive at that let me outline a second
'explanatory' model of the Nigerian state which takes as its point of
departure the growth of the Nigerian bourgeoisie.
The state as an organ of the domestic bourgeoisie

The colonial state systematically obstructed the growth of a powerful
domestic bourgeoisie. It sanctioned the monopolistic practices of the
colonial commercial firms in their struggle to eliminate 'native' competition
in the all-important import-export business. Politically, it allied itself with
backward aristocratic elements blocking the demand for bourgeois forms of
political representation. Colonial economic policies in the decolonisation
phase centred on the restructuring of the colonial monopoly firms to ensure
their access to markets after Independence. Under growing nationalist
pressures, however, colonial regional development corporations were
gradually geared to support Nigerian entrepreneurs, although at a very
humble level. With the accession of bourgeois nationalists to state power,
the resources of the state were increasingly used to promote their interests as
an aspiring bourgeoisie. The methods used varied and involved intense
sectional competition. The activities of state development corporations
were greatly expanded, resulting in a wide range of enterprises, either
sponsored or owned by the state. In the latter case it was normally stated
that such enterprises in due course would be transferred into private
Nigerian hands. The state thus took on the role of caretaker for the budding
bourgeoisie. At first, all major investments were left to foreign firms, but
Nigerian state institutions increasingly involved themselves in large-scale
productive and commercial operations. While the economic contribution of
such enterprises were frequently dissipated through corruption and misappropriation, they were significant in providing a source for 'primitive
accumulation' by an incipient capitalist class in society at large. They also
generated a growing cadre of Nigerian administrators and managers
engaged in state capitalist enterprises. Others acquired similar experiences
while serving with foreign firms. The marketing boards, controlling the
exports of peasant produce, promoted Nigerian 'Licensed Buying Agents'

STA TE & CAPITALIST DEVELOPMENT IN NIGERIA

43

as another important contribution to bourgeois class formation under state
monopoly protection.
The strength of the state as a national bourgeois class institution was greatly
enhanced by the defeat of the separatists in the Civil War and the rise of the
oil economy after it. I have outlined elsewhere how federal and non-federal
state expenditure, sector by sector, contributed to bourgeois class formation
(Paper on Oil, see Note at end). State funds were systematically used to
sponsor Nigerian firms often in competition with foreign ones. Despite the
continued dominance of the latter in, for example, large-scale construction,
it may be more significant, from the perspective of the class character of the
state, to note the steadily growing proportion of contracts now handled by
Nigerian firms. We can also note that these contracts have grown steadily in
size and complexity.
The state itself has expanded its participation in all major sectors of the
economy, often at the expense of foreign capital. Oil and banking may be
mentioned as particularly strategic. There is still much complaint about the
inefficiency of state supervision of the oil companies but national control
has certainly been enhanced. Similarly, the Central Bank's direction of
commercial bank operations has been tightened up. The state pushes ahead
with strategic investments in the steel industry with Soviet partners, having
failed to obtain Western support.
Generally, oil wealth has greatly enhanced Nigeria's bargaining position in
the international economy. It can make demands and impose restrictions on
the operations of foreign firms. The Nigerian market is very valuable,
international competition is intense, and concessions by international
capital to the national economic aspiration of the Nigerian state are
necessary. We need only record the way Nigeria nationalised British
Petroleum to put effective pressure on Britain in the Zimbabwean
independence negotiations. Nationalism is a powerful political force in
Nigeria. This is the context in which we can return to the question of
Nigeria's policies of 'indigenising' foreign enterprises.
Indigenisation Reconsidered

Indigenisation offered a focal point for national self-assertion by the
domestic bourgeoisie. It had consolidated its positions in the course of the
Civil War, and oil provided funds and bargaining power to back up
sweeping claims for the take-over, in whole or in part, of the assets of
foreign firms. It was an accelerating process. Timidity and fumbling in the
design and implementation of the first Decree (1972) subsequently
generated fresh agitation, resulting in the revised Decree of 1977. Demands
were drastically stepped up, this time for Nigerian majority ownership in
most enterprises except the largest and technically most complex ones. It is
true that in many cases the transfer of shares gave little effective control but
this in turn has generated a spate of fresh demands for the tightening of
restrictions on foreign management ('expatriate quotas', etc.) and closer
inspection by the Enterprises Promotion Board, including tougher reprisals
against defaulting firms. The growing competence and business experience
of those representing the Nigerian partners, state or private, must also be
taken into account. The ability of the foreign partners to play tricks on the
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local ones was likely to diminish. 'Competence', of course, does not prevent
people from being bought. But, combined with the latent threat of erratic
nationalist outbursts, limits were thus set to the possibility of
manipulations. If foreign firms were to survive in Nigeria, they must come
to terms with the aspirations of the domestic bourgeoisie, in and out of the
state apparatus.
The muted response of international firms to the successive waves of
nationalisations (protests, if any, were timid) should therefore not be
mistaken for complacency or as proof that nothing of significance really
happened. The challenge was real. Strong reactions from individual firms
or from their home governments, however, might have seriously
endangered access to this strategic Third World market for a long time to
come.
The nationalism of indigenisation should not be equated with patriotism or
a commitment to throw off foreign domination in any more fundamental
sense. The Nigerian bourgeoisie, for its own class reasons, wanted a bigger
share of the profitable, foreign-controlled business operations going on in
'its' territory. It wanted to be admitted on an equal basis to the exploitation
of Nigerian resources and labour. It certainly did not want to chase out
foreign capital. In fact, influential sections of the Nigerian bourgeoisie are
seriously concerned that indigenisation policies have unduly frightened
foreign capital, thereby undercutting the range of partnership which they,
for their own purposes, wish to pursue. The 1977 Decree has recently been
revised in order to permit foreign-majority ownership in agricultural
ventures.
To sum up. The rising domestic bourgeoisie is emancipating itself in and
through the state, either in the form of state support for private capital or
through direct state participation in production and exchange. The
indigenisation exercise is an example of both.
Problems of the 'Domestic Bourgeoisie' Model of the Nigerian State

There is much evidence to support the proposition that the Nigerian state
operates as an organ of the rising domestic bourgeoisie. How is this
compatible with the similarly plausible argument that it serves international
capital? If, as we have already agreed, foreign capital continues to dominate
directly or indirectly in the major sectors of the economy, how can we
explain that the domestic bourgeoisie seems to be using the state
successfully to strengthen its relative position vis-a-vis foreign capital? Is it
the tail wagging the dog? The neo-colonial model of explanation has a ready
answer: it is an optical illusion. Foreign capital dominates as before. It is
just the form of domination which changes. The domestic bourgeoisie,
whether state or private, is used by foreign capital for its own purposes. The
'national' character of this class and its state institutions is even necessary in
order to maintain this illusion, under the cover of which foreign capital
continues to undertake its exploits.
How can this riddle of who uses whom, who depends on whom, be solved in
a way which is both consistent with the two sets of evidence which we have
surveyed and which also makes sense theoretically? Is it the
'interdependence' or 'mutual dependence' which liberal development
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theorists have put forward as the answer to the radical view of dependence
and underdevelopment?
To be able to solve the problem of how state power reflects the relative
influence of various such national class segments, Nigerian and nonNigerian, we must first ask more questions about the relationship of the
Nigerian state to the process of internationalised capitalist production. The
capitalist state is not above sectional contradictions. Still, its mode of
functioning and the role of such sectional influences can only be understood
if we assume the unity of capital vis-a-vis social forces which are opposed to
it, either within the process of capital accumulation itself or in its
confrontation with pre-capitalist or non-capitalist social relations of
production, where the latter are gradually transformed and subordinated.
Let us therefore outline a third perspective on the class determination of the
Nigerian state: the state as the organ of capital in general.
The Nigerian State as an Organ of Capital in General
While the Nigerian state serves as an organ both for the penetration of
international capital and for the emancipation of the domestic bourgeoisie,
it cannot be reduced to either. Nor is it possible to comprehend the
significance of either of the two aspects without examining such class
functions of the Nigerian state for which the distinction between foreign
and domestic is not relevant. The primary role of the Nigeran state is to
establish, maintain, protect and expand the conditions of capitalist
accumulation in general, without which neither foreign nor Nigerian
capitalists can prosper.
When the lumpenproletariat of Kano stones the luxury cars and mansions
of the propertied classes, inspired by a confused revolutionary opposition to
the 'new order', it is bourgeois property and bourgeois class rule in general
which need to be defended*. The massive shooting without trial of prisoners
taken in this class war performs the same crude function as the bloody
punitive expeditions by which the British state imposed its domination in
the interest of colonial capitalism. The establishment and maintenance of
'law and order' is the crucial role of any state. But law and order is never
abstract and classless. It is defined by the class character of the state. The
particular form of repression demonstrated in this Maitasine rebellion
shows the unconsolidated nature of the capitalist state and the partial
manner in which production has at yet been subordinated to capital. The
need to dispatch senior police officers to Thailand and other places in order
to study what the Commission of Police termed, at the hearings, 'modern
methods' of riot control are signs of the way this class warfare is being
stepped up.
But violent repression is only one aspect of law and order. More generally,
it is a question of establishing and enforcing the complex pattern of rules
which are necessary for capitalist accumulation. Bourgeois property
relations must, on the one hand, be liberated from the bonds imposed by
pre-capitalist relations of production. They must be protected, on the other
hand, from challenges from within, that is, from the very forces which
"On the 'Kano Rebellion' in December 1980 see West Africa's January 1981 issues as well as
subsequent reports from the hearings of the Commission set up to inquire into the events.
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emerge within the new mode. The Land Use Decree, may be taken as an
example of the former. Private and state property in land is protected
against the claims of traditional owners; simultaneously, the law facilitates
the appropriation of land for 'commercial' use. Under this Decree large
areas of land are currently being taken over by the emerging bourgeoisie.
Legislation relating to the organisation and control of labour is the prime
example of the second type of condition. The regulation of the rights of
labour to organise and the restrictions imposed on such rights are
fundamental to the operations of any capitalist society. The Nigerian state
has struggled hard, largely unsuccessfully, to establish its control over the
organisation of the working class. When unions in the mid-1970s were
dangerously close to forming a united organisation under radical
leadership, the state stepped in, purged the leadership and set up a new
organisation with state support, financed from deductions of union fees by
employers. The state failed, however, to prevent the radical elements from
gaining an upper hand in the new organisation. State support was therefore
withdrawn. Employers refused to adhere to the check-off system, and
attempts to establish unions in individual companies were resisted by the
employers with impunity. The right of the Nigerian worker to unionise is
still a fiction for a large section of the working class. Union leaders are
sacked at will. Unions are banned from participating in politics and the
state is now actively fostering alternative unions of a more co-operative
kind*.
The question of 'law and order' extends to the whole sphere of state rules
and sanctions relating to the regulation of money, banking and trading in a
capitalist society, including the protection of equity capital, the
enforcement of the laws of contract, etc., which we do not need to go into
here.
The regulation of the procedures by which such rules are decided and
altered, however, is the essence of bourgeois state formation itself. Civil
war, military dictatorship and the elaborate constitutional regulation of the
transition to civilian rule, were all successive stages in this process of
bourgeois state formation in Nigeria, reflecting the changing conditions of
accumulation. As I have elaborated elsewhere in a paper on this
'transition', it is one from a regionally fragmented state structure based on
the appropriation of surplus from peasant production to a centralised state
system based on the petroleum industry, and a growing domestic market for
agriculture and industry. The new constitution with its division of functions
between numerous institutions and office holders is also an elaborate
attempt to regulate the sectional competition of the bourgeoisie in such a
way as to ensure the hegemony of the federal centre.
The massive direct investments by the state in the transport and processing
of petroleum, in steel, cement, transport equipment, trunk roads,
telecommunications, power generation and ports and airports cannot be
reduced either to the sectional aspirations of the Nigerian bourgeoisie
(although these may affect the physical locations of plants and roads) or to
*For details, see West Africa before and after the February 1981 Convention of the Nigerian
Labour Congress in Kano.
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any division between foreign and Nigerian capital. It is a question of laying
the physical foundations of a particular type of development based on
accumulation within a world market context. The state undertakes these
investments not because they are in any way unwanted by private capital,
local or foreign, but because only the state itself is prepared to guarantee the
profits of the private investors who struggle between themselves to
participate as contractors, suppliers and managers. In the meantime, new
productive forces are created which facilitate the expanded reproduction of
capital.
But also labour must be produced and reproduced at new, higher levels
required by accumulation. We have seen the rapid expansion of both
general and specialised education, and its role in the recruitment of wage
labour from below, the structuring and disciplining of labour (advancement
by 'qualifications'), and the creation of a managerial class. Typically, the
'food and shelter' programme of successive Nigerian regimes are firmly
oriented towards the minority of Nigerians who earn salaries and wages.
The World Bank is deeply involved in both fields, seeking to generate a
commercial food surplus (rather than raising the general level of food
consumption among the masses) and to provide 'modern housing' for those
on fixed wages (rather than raising the housing standard of the mass of
urban and rural poor).
Finally, in the sphere of ideology, state control over mass media as well as
over education is used for the purpose of creating the ideological
orientation necessary to support the bourgeois state and protect international accumulation.
The repressive, regulative, productive, reproductive and ideological
activities of the state, indicated briefly above, cannot be understood in
terms of the requirements of any particular segments of capital, domestic or
foreign. The fact that foreign construction firms profit more from the big
truck road contracts, while Nigerian firms make more money from the
smaller ones, has important consequences for accumulation and capitalist
development (e.g. in the way profits are invested). This is of secondary
importance, however, to the fact that these roads, big or small, Nigerianbuilt or foreign-built, themselves feed into a particular mode of
accumulation in society at large which is decisive when it comes to
determine the class character of the state.
Indigenisation Reconsidered a Second Time

In an attempt to determine the class character of the Nigerian state, the
'national' divisions between foreign and Nigerian capital are not decisive.
We need to place such secondary contradictions in the context of the basic
problems facing capital in general, that is, in its relation to social forces
opposed to capital or obstructing capital. It does not mean that secondary
contradictions do not matter. On the contrary, they can occasionally
disrupt and wreck capitalist accumulation and the operations of the
capitalist state. Similarly, they may divide and paralyse social and political
forces opposed to capital. Secondary contradictions are therefore
intentionally manipulated by the ruling class for the purpose of managing
and controlling primary ones. This is the context, for example, in which
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ruling class manipulation of regional, ethnic, and religious contradictions
could be understood in contemporary Nigerian politics.
Secondary contradictions within the capitalist class on national, sectional
and sectoral lines may threaten accumulation insofar as they undermine the
capacity to face primary problems of subordinating labour or pre-capitalist
social forces. The policy of indigenisation is an attempt to regulate
competition between international firms and the rising Nigerian
bourgeoisie. The need to do so does not arise, it seems, from the intensity of
that competition as such. In fact, this may be much more intense between
sections of foreign capital (on sectoral and national lines) and between
sections of Nigerian capital with different foreign alliances — (witness my
second article, in No.22 of this Review). We need to look elsewhere, to the
role of indigenisation in the consolidation of bourgeois class rule and the
management of primary contradictions. I wish to make the following
propositions: Indigenisation contributed to the consolidation of the
Nigerian ruling class by encouraging closer partnership between Nigerian
and foreign capital. It propagated the national authenticity of the Nigerian
state which was very much in doubt because of its place in international
accumulation. This, authenticity was officially asserted by subjecting
international capital to its regulative powers. Simultaneously,
indigenisation enhanced the national credentials of the foreign companies.
('Why do you attack us? We are Nigerian now'.) The scope for attacking
capital on an anti-foreign platform was reduced, weakening the links
between anti-imperialist and anti-capitalist agitation in the working class. It
also diverted petty-bourgeois nationalist aspirations from potentially
threatening link-ups with anti-imperialist and anti-capitalist social forces.
More generally, indigenisation served to strengthen the domestic social and
political basis of international accumulation in Nigeria. The advantages and
disadvantages experienced by individual firms, foreign and Nigerian, in the
course of the indigenisation exercise, should not distract from its wider
usefulness in the development of capitalism in Nigeria.
International Accumulation and Domestic State Formation: Conclusions

I have so far tried to show three things. First, that the state serves as an
organ of foreign capital in Nigeria as it expands its operations and
entrenches itself more deeply. Second, I have also shown how the Nigerian
state is simultaneously engaged in fostering a domestic bourgeoisie. Third, I
have suggested that the most significant functions performed by the state in
support of capitalist development cannot be reduced to the interests of such
sections of capital, Nigerian or foreign. Instead, they need to be seen as
performed in the interest of capital in general.
The next task is to discuss how these three aspects of the Nigerian state are
dynamically linked together in a concrete type of capitalist state, as a target
for concrete struggles. What assistance can the type of analysis ventured
above be in understanding the position of the Nigerian state in the
contradictions facing the Nigerian people and imperialism in particular? At
this point, I can only suggest some elements of a wider discussion.
First of all, the Nigerian state must be examined in the context of the
development of the world capitalist economy (the world market) as well as
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domestic social processes. Nigeria's position as a major oil producer, the
constraints on world energy production, the recession in leading capitalist
economies, the redistribution of income in favour of oil producers, these
are all factors which have contributed to an intensified struggle on a world
scale for control over energy resources and to heightened competition for
markets and investment outlets. It should be remembered that Nigeria
supplies some 40 per cent of US oil imports. She is Britain's leading export
market outside the European Community. For the West as a whole, she has
long passed South Africa as the principal market in Africa. Foreign
investments have had one of the highest growth rates in the Third World.
Nigeria is very important to the world capitalist economy (see, for example
reports in West Africa (23 March and 15 June 1981)). But its importance is
not a function of oil alone. It also relates to the domestic production system
into which oil revenue is fed. Its foundation in broadly based petty
commodity production, agricultural and non-agricultural, has major
consequences for the development of capitalist accumulation and class
formation.
Nigeria is in a stage of accelerated transition from a phase where
accumulation was based on the appropriation of value from petty
commodity producers, mostly peasants, to the direct subordination of
labour to capital. However, the reproduction of labour (feeding, housing,
clothing) continues to depend to a large extent on petty commodity
production. The capitalist state faces the problem of overcoming the
restraints imposed by pre-capitalist relations of production in agriculture
without endangering the material basis provided by peasant-grown food for
the present form of world-market-oriented accumulation.
The transition is simultaneously one from more direct to more indirect
forms of foreign economic and political domination, that is, from direct
domination by the colonial state, the big merchant firms, the mines etc., to
more general forms of subordination of production to the laws of capital
and the world market. At the level of the state, this transition can be traced
from the colonial state and the neo-colonial state as direct agents of
subordination to external class forces, to the state of the domestic bourgeoisie, which is the internationalisation at the level of state and class
formation of an international mode of accumulation. The transition reflects
the growing strength and organisational capacity of the domestic
bourgeoisie in its management of the state apparatus. It is the outcome both
of the systematic grooming of this class by international capital and its
emergence in the process of accumulation itself. It corresponds to the
requirements of international capital for a local support system capable of
managing local contradictions and provides the appropriate conditions for
international accumulation.
The state is an organ of the domestic bourgeoisie, not because of the
sectional rivalries between national and foreign capital (which do exist), but
because of the strategic role of this class in bringing about the subordination
of 'its' territory to the rules of international accumulation. It grows in
strength in step with its success in internalising these rules. It is important to
note the extent to which the bourgeoisie is constituted from above, in and
through the state, rather than emerging through class struggle from below.
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This reflects the manner in which the state is determined at the level of
inernational accumulation and as such embodies a higher level of
development of productive forces. The prominence of the state in capitalist
development (state investments etc.) needs to be understood in terms of this
external determination and the huge gap between the level of productive
forces locally and internationally.
Similarly, the state is an organ of international capital, not so much because
state institutions are directly commandeered by international firms and
their local agents (which is done), but because of the way in which
international, world-market-oriented accumulation has been internalised
into the Nigerian political economy. The state plays a crucial role in this
process and attempts to overcome the resistance facing it from workers and
petty commodity producers.
On the other hand, the Nigerian state is not a comprador state in the sense
that it is primarily an agent of social forces external to the society. These
forces have been internalised. Nor is it a 'national' state in the sense of
being a carrier of national resistance to foreign domination. The relations
of domination originating from outside have been built into the fabric of
domestic class relations.
However, it is a state of imperialism: imperialist social relations of
production have been domesticated and the state itself is the very linch-pin
around which the system of imperialist domination rotates. This is a new
phase of imperialist domination: imperialist domination from within, with
its specific contradictions, and its specific forms of resistance.
Provisionally, we may call this state the 'state of internationally
subordinated state monopoly capitalism' (One thousand Units of Account
to the one who invents the best short name for this hydra!). It is
international in the domination of production for the world market, in its
integration into production and class formation (and class alliances) at that
level. It takes a subordinated position in that wider system. State capital and
state intervention perform strategic functions in organising production,
class formation, and class alliances. The essence of its form of domination
is monopolistic: state power is used to generate conditions for monopoly
profits, including the suppression of anti-monopoly social and political
forces — see here, my article in Review No.22.
The resistance to internationally subordinated, state monopoly capital
comes from many quarters: from the workers who are brought into direct
confrontation with the state as the principal owner of large-scale capital in
its partnership with private capital, foreign and domestic. But also from the
workers whose efforts to organise in defence of their interests are
suppressed by the state, or by management with the backing or tacit support
of the state. Resistance comes from the peasants whose land is invaded and
whose labour is appropriated by the state in co-operation with international
capital and a rising rural bourgeoisie, but also from peasants and urban
petty commodity producers whose access to basic production inputs and to
market outlets are monopolised by the same forces. Also small Nigerian
capitalists find that their conditions of survival are constantly circumscribed
and threatened by state monopolistic arrangements.
This resistance is taking form in concrete struggles, from the militant
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actions of the Peugeot and Dunlop workers to the armed rebellion of the
peasants at the Sokoto-Rima Basin Development Scheme (see Wallace in
R.O.A.P.E. No. 17), to mention only some recent examples. But also the
confused radical politics of Kano and the People's Redemption Party can
be examined from the confluence of anti-feudal and anti-monopolistic
social forces.
The state provides the unity and cohesion of the international alliance of
monopolistic forces which are presently imposing themselves vigorously
and brutally on the Nigerian people. Nigeria is waiting for the political
organisations which will also give unity and cohesion to the emerging
alliance of anti-monopolistic and anti-imperialist social forces, whose
resistance is as yet scattered and fragmented.
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Regional Co-operation in Southern
Africa: the Southern African
Development Co-ordination Conference
Roger Leys and Arne Tostensen
This article deals with attempts during the last three years to build up
regional co-operation between nine independent states in southern Africa. It
details the ambitious plans, especially in the field of transport, that have
been put forward by this Southern African Development Co-ordination
Conference (SADCC), and explores the problems involved in bringing them
to fruition. These issues are examined against a background of the extreme
dependence of the SADCC countries on South Africa. Finally, the political
problems of SADCC — the differing ideological and policy stances of the
nine states, especially vis-à-vis South Africa, and the role of imperialist
interests — are raised, together with the need for more adequate theoretical
understanding of regionalism and 'sub-imperialism'.

There is little reliable information about the actual origins of the regional
co-operation that appears to be developing in southern Africa within the
framework of the newly-formed organisation called the Southern African
Development Co-ordination Conference (SADCC). There appear to be two
major lines of thought about this initiative. The one considers SADCC as a
direct continuation of the co-operation that developed between the five
'Front Line States' during the war of liberation in Zimbabwe. According to
this interpretation, the original initiative was taken at a meeting of the
Ministers of Foreign Affairs of the Front Line States in Gaborone in May
1979. At that meeting there was agreement to summon a major conference
in Arusha, Tanzania, in July that year to discuss the details, the forms and
the strategy that this co-operation would take.
The other main line of thought traces a number of diplomatic initiatives of
African and western states for a massive programme of reconstruction in
southern Africa after years of war. In other words, a kind of 'Marshall
Plan' for the region. It would be financed by western countries, first and
foremost the United States of America.
Whatever interpretation one prefers, it is clear that both initiatives
coincided and that hence, certain common interests and forces are behind
the initiative. The underlying interests and contradictions will surely come
to light as the forms of co-operation develop and become more concrete.
Hence an analysis of the contradictions in the practical sequence of events
must be considered in the light of the different assumptions and sequence of
events that underlie the origins of SADCC.
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Strategy and Priorities

The object of the Arusha conference was to reach agreement on the basic
strategy and priorities and, simultaneously, to reach some agreement on the
different assumptions and interests behind this initiative. Four main goals
were set out:
1. To reduce dependence on South Africa.
2. To promote co-operation between the states in the region on a broad
front;
3. To mobilise resources in order to carry out national, regional and
international projects;
4. To act in concert vis-a-vis aid organisations in order to acquire finance
and technical assistance.
A number of sector analyses and country studies had been prepared for the
conference as a background for the discussion about the priorities for
concrete programmes. An important decision was to give top priority to the
transport and communication sector. To achieve this it was decided to
establish a Southern African Transport and Communications Commission
(SATCC) with its headquarters in Maputo, Mozambique so that the
preparatory work could start immediately. Other priority areas included
food production and distribution, especially with a view to reducing the
need for food imports from South Africa. As part of these efforts the
International Crops Research Institute for the Semi-Arid Tropics
(ICRISAT) in Hyderabad, India was asked to establish a regional centre in
Botswana to conduct research and development in agriculture that would be
especially useful in semi-arid areas. Questions such as energy, ecology and
training were also considered.
In addition to the Front Line States, nine bilateral donors also took part in
the conference plus a number of multilateral organisations such as the
World Bank, the European Economic Community (EEC), the
Commonwealth Secretariat. These were only invited as observers and hence
played a subordinate role. The conference also took the decision to expand
the number of member states to include Lesotho, Malawi and Swaziland;
Zimbabwe and Namibia would join on achieving political independence.
The Arusha conference — which goes under the name SADCC 1 — was
followed up by a summit meeting in Lusaka in April, 1980. This was the
first meeting of representatives of all nine member states, including
Zimbabwe, which had just achieved independence. The summit adopted
unanimously the Lusaka Declaration which builds on the goals laid down at
Arusha. All nine states were signatories. The Lusaka summit also adopted a
Programme of Action. It was agreed that 1.9 billion dollars of external
financial support would be needed for the projects that were recommended.
Finance

The concrete task of project formulation involved plans for financing. With
the large sums of money at stake it would be impossible to generate such
resources from internal funds. Hence it was decided to summon a third
large conference of SADCC (known as SADCC 2). This was held in
Maputo in November 1980. The main purpose of SADCC 2 was to collect
donor pledges of funds for the suggested projects.
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A large number of aid organisations and governments took part in this
meeting. In all some US$650 million, spread over five years, was pledged at
this conference. The figure is somewhat deceptive since it transpires that a
large part of this sum had in fact been already allocated to projects that
were either under preparation or execution. Not more than $150 million was
truly 'new money'. But despite this, it was an important step. In any case,
the most serious and immediate problem was not financial. The very
execution of the projects would indicate many problems. Though of course
in the long run, the problem of finance would return with full force.
Priorities in the Transport Sector

Already at the Arusha conference, the transport and communication sector
had been selected as of prime importance. This primacy has since been
maintained and reinforced. The immediate result of this has been the
establishment of SATCC, in Maputo. This is the area in which co-operation
has gone farthest and been most concrete. Under SATCC's auspices a
number of meetings about specific problems in this field have been held.
In systematising and planning its work, SATCC grouped the projects in six
categories: roads, railways, ports, civil aviation, telecommunications and
training. Within each of these categories four different classes of projects,
depending on the stage of planning and execution reached, are identified:
Class 1: Projects of regional significance that are in progress and do not require supplementary
financing;
Class 2: New projects for which feasibility studies have been undertaken and for which
financing has been promised;
Class 3: New projects for which feasibility studies have been completed but for which further
financing is lacking;
Class 4: Completely new projects without prior feasibility studies and without financial
pledges.

Nearly a hundred projects were suggested, distributed between different
categories and classes. For the Maputo conference, the Danish consultancy
firm, Hoff and Overgaard, was given the task of compiling a
comprehensive study of the transport and communication sector. The
survey involved a projection of regional trade and commodity flows up to
the year 2000. On the basis of this projection a myriad of projects with brief
descriptions, preliminary cost estimates, time schedules and priorities were
identified. A revised and updated version was due for presentation and
adoption at SADCC 3 in Blantyre, Malawi at the end of November 1981.
Railway projects figure high on most member states' list of priorities. These
involve a number of projects for which a map is necessary to describe their
configuration and interconnections.
Such a list could be extended. Intrinsically connected to the question of
railway development is the improvement of port and harbour facilities in
Maputo, Beira, Nacala and Lobito. Certain projects are also designed to
develop the road network especially where several rail-lines join up. Hence
Zambia is interested in a road connection to the Malawian border in order
to couple its line of rail to Nacala or Beira. Similarly, Botswana is interested
in a road of some 300 kilometres from Francistown to Livingstone, Zambia
over the present Kazungulu Ferry. In addition to the physical
infrastructure, rolling stock and personnel are also needed, to mention but
some of the further problems these projects face.
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Map: The Main Transport Links in Southern Africa

Among the most important are the rehabilitation of the lines between:
• Maputo, Mozambique and Bulawayo, Zimbabwe
• Beira, Mozambique and Umtali, Zimbabwe
• Nacala, Mozambique and Balaka, Malawi
• Mbabane, Swaziland and Maputo, Mozambique
• Beira, Mozambique and Balaka, Malawi
It is now some three years since the Arusha conference. To undertake an
evaluation of this co-operation and to give a definitive assessment would at
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this stage be premature. But in these three years, there have nonetheless
been some important steps undertaken which make it possible to identify a
certain profile of the organisation and to raise certain questions. First and
foremost we consider it highly relevant to relate SADCC to earlier attempts
at regional integration in Africa, and to the conjuncture in southern Africa
today with all it involves of South Africa's regional dominance.
Regional Integration in Africa

Historical experience with regional co-operation in Africa has not, to put it
mildly, been a wild success. Two of the three most comprehensive efforts in
which SADCC member states have been involved have ended in fiasco. The
one was the East African Community (EAC) which involved Tanzania and
its two neighbours — Kenya and Uganda. The other was the Central
African Federation (CAF) which involved Southern Rhodesia (Zimbabwe),
Northern Rhodesia (Zambia) and Nyasaland (Malawi). The third regional
co-operative effort is the Southern African Customs Union (SACU) which
binds Botswana, Lesotho and Swaziland in a single customs union with
South Africa which in practice also functions as a currency area under the
control of the South African Reserve Bank. Reginald H. Green, an
economist and also adviser to SADCC, commented on the situation with
sad irony:
The only powerful regional economic system still functioning moderately smoothly is,
ironically, that centred on Pretoria and reaching well beyond the area of the Southern African
Customs Union — a regional system which is an extreme example of domination and
dependence and is overtly designed to achieve political and economic aims quite contrary to
those of independent African states.

Why have previous attempts at economic co-operation between African
states gone so badly? First, we think, because market forces as they operate
in Africa do not, of themselves, create processes of integration. In contrast
to Western Europe, where commodity trade and capital movements across
national boundaries have increasingly integrated, strengthened and
'corporatised' the political economies of the area, the hidden hand of the
market has not had the same effect on African economies. The lack of
significant internal sector linkage in the African states is essentially a
product of colonialism. Colonial ties, whether direct or indirect, linked the
African satellites with their European metropoles and created an
international division of labour whereby African territories exchange (on a
far from 'equal* basis) raw materials for manufactures. This description
does not exactly match the period of Africa's decolonization i.e. the postwar period, when direct extraction of surplus value by foreign capital made
serious inroads on the colonial form of the African economy, but it does
help explain why African states lack complementarity and why, in thinking
about integration experience, writings on the European integration process
are not particularly useful. In sum, economic integration in post-colonial
Africa is not a natural consequence of market forces but has to be created.
Given that economic co-operation is not a natural process, how then does it
start? Pan-Africanists such as Kwame Nkrumah envisaged political
independence and political federation (what Nkrumah in his time called 'the
political kingdom') as weapons. According to Nkrumah, a United States of
Africa could have the requisite political institutions (and armed forces at its
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disposal) plus political will to promote economic integration on a
continental scale. But what in point of fact happened under the process of
decolonisation was a process whereby the African continent was balkanised
into a large number of (relatively) small states each with its own 'underdeveloped' economic structure involving closer ties with their respective
former colonial powers than with their neighbouring African states. They
lacked not merely the basis for regional economic co-operation with their
neighbours i.e. effective demand for each others' products but also basic
pre-requisities for such co-operation — such as transport and other physical
infrastructure.
A part of the explanation for the unsuccessful attempts at regional
integration is to be found in the typical political structures of independent
Africa. First of all, because the ruling elites are predominantly nationalistic.
While, in theory, they seek to promote and further economic liberation
from their former colonial metropoles, through such forms of regional cooperative self-reliance, the reality is somewhat different. The ruling elites in
typical post-colonial African societies tend to be 'overdeveloped' and to
seek, partly for purposes of justifying a relatively disproportionate share of
national income in state expenditure, a 'just' share of the benefits of such
co-operative enterprises. Hence independent governments are in practice,
and in the nitty gritty of inter-governmental negotiation, as concerned with
the distribution of the net benefits of such agreements that regional cooperation necessitates (that at times can lead them to seek an almost
mathematical justice in the distribution of net benefits) as they are with the
long-term goals and more theoretical advantages. Broadly speaking, it was
just such issues of the regional distribution of net benefits that led to the
breakdown of the East African Community in 1977.
A second part of the explanation lies in the recognition of the historical
experience of the peoples of southern Africa with regional co-operation.
What might appear to a customs official on a border post between
Botswana and South Africa as a purely bureaucratic exercise involving give
and take, might well appear to a migrant worker as blatant co-operation
with a regime that practices apartheid. In brief, there is little reason to
expect mass support for regional arrangements worked out by officials.
This is particularly so when and if the initiative to such co-operation is or
was taken by outside powers and/or colonial regimes. Such was very
definitely the case of the Central African Federation, the brainchild of
white settler interests, particularly in Southern Rhodesia, and quite
explicitly designed to pre-empt decolonisation in all three territories. This
form of regional co-operation was overtly political with intentions
diametrically opposed to those that SADCC is now engaged in. But it is
important to remember that people do have a sense of history and that part
of the history is that of nationalist struggles in Southern and Northern
Rhodesia and Nyasaland designed to break up the Federation — and not to
promote it.
Dependency Relations

A fuller assessment of the tasks facing SADCC requires a broad, though
inevitably cursory, review of the network of dependency relationships
between the nine member states and the Republic of South Africa.

58 REVIEW OF AFRICAN POLITICAL

ECONOMY

The nine southern African states have, jointly, a Gross National Product of
US$20 billion, an area of over five million square kilometres and a
population of some 60 million people. The region has significant natural
resources including oil, uranium, coal, iron, copper, nickel, cobalt, chrome
and energy potential in hydroelectric power and solar energy. The potential
is there for a complementary and all-round development of agriculture and
industry to the benefit of the broad mass of the population. But this
potential is far from realised, and under present conditions of dependency
unrealisable. What primarily characterises the region taken as a whole is
South African dominance — South Africa's regional role within a more
global capitalist system and the classical structures of underdevelopment
that characterise the labour-reserve economies of the region.
Let us start by providing a similar descriptive characteristic of the Republic
of South Africa and its occupied territory, Namibia. The Republic of South
Africa and Namibia (hereafter RSA) has a Gross National Product which is
more than double that of the nine SADCC states put together. More
importantly, South Africa has a well developed industrial base and infrastructure. For example, South Africa alone accounts for 87 per cent of all
African steel production and about 53 per cent of continental steel
consumption. In cement, RSA produces some 30 per cent of all cement on
the African continent. In summary form, we would argue that despite the
enormous and racially-based disparities of wealth within the RSA, despite a
system of bantustans in which the classical features of underdevelopment
within the labour-reserve economy of southern Africa stand out in even
starker form and contrast to the most dependent of the SADCC states, the
figures given above give a picture of South African dominance,
economically, within sub-Saharan Africa taken as a whole and within
southern Africa particularly. On the industrial front, this dominance is
particularly marked. The RSA has some 40 per cent of continental
industrial production.
In what follows, we will try to trace some characteristics of the dependency
links that result from South Africa's historical role in the region and its
current role within the international division of labour. Such a 'tracing'
operating is, and on current data can only be, approximate. Nor can it
embrace South Africa's external links and the way South Africa mediates
external interests in the southern African region. But it does provide some
interesting indications.
Trade
On both the import and export side, most of the SADCC states have, in
varying degrees, a relationship of dependence on the RSA. The three socalled 'Rand States' (Botswana, Lesotho and Swaziland) are, in their status
as member states of the Southern African Customs Union, firmly integrated
into the economic ambit of the RSA. For purposes of accounting, the whole
Customs Union area is regarded as a single trading area and complicated
formulae are used to determine the share of each rand state of total tariffs
on goods imported into the customs area. But, in broad outline, we can
trace commodity flows between the rand states individually and with the
RSA. Botswana imports some 88 per cent of its needs from RSA but
Botswana's exports are considerably more diversified. Not more than 8 per
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cent goes to RSA. The comparative figures for Lesotho are 95 per cent of
exports and 90 per cent of imports (these figures are of commodity trade,
and hence exclude the export of migrant labour — and of dagga
(marijuana) — and the import of migrant earnings). And for Swaziland 90
per cent of imports and 20 per cent of exports (i.e. a pattern more similar to
that of Botswana than to that of Lesotho).
In describing degrees of dependency in the field of commodity trade, the
BLS countries represent extreme cases. But also countries such as
Mozambique, Malawi and Zimbabwe have relatively high degrees of
dependency. In the case of Mozambique it is estimated that, today, some 15
per cent of imports come from RSA while only 5 per cent of Mozambique's
exports go to RSA. In the case of Zambia, imports from RSA amount to
some 7 per cent of the total but hardly any commodities are exported by
Zambia to South Africa. During the UDI period, due to UN sanctions
against Rhodesia, dependence on the RSA increased so that, today,
Zimbabwe imports some 40 per cent of its needs from RSA but exports less
than 20 per cent to the South African market. In the case of Malawi,
imports from South Africa have increased throughout the 1970s and, today,
comprise some 40 per cent of total imports. But Malawi's exports to South
Africa are no more than 4-5 per cent per year. Tanzania and Angola have
no direct commodity transactions with the RSA.
In stark contrast to the degree of commodity transactions with South Africa
is the absence of inter-SADCC commodity transactions of any significance:
comprising no more than 2-3 per cent of their total foreign trade. Nearly all
SADCC foreign trade is with South Africa, Europe, the United States and
Japan. It is also important to note that, seen from a Scjuth African
viewpoint, trade with SADCC countries is not very important. Less than 7
per cent of South Africa's total exports go to the rest of Africa. With
imports even lower, barely 4 per cent. In other words, a highly asymmetrical
pattern of trade.
A closer look at South African foreign trade composition shows that the
Republic's principal exports to Africa are precious metals (18 per cent),
machinery and equipment (16 per cent), chemical products (13 per cent) and
foodstuffs (13 per cent). Exports from the SADCC countries to the
Republic consist mostly of foodstuffs and agricultural produce.
Trade in food deserves special attention. In 1980 the nine states imported,
collectively, 1.4 million tons of cereals of which 700,000 tons was maize.
Large quantities of this maize came directly or indirectly from the RSA.
Since food is a basic need these imports put the SADCC nine in a weak and
vulnerable position. A country which cannot feed its population is in poor
straits and can be forced to pay high prices on a sellers' market. Even to the
point of accepting political conditions. Hence it is vital for SADCC to
concentrate on increased food production.
One strategic implication of these trade flows relates to the question of
embargo and boycott. While an important aim of SADCC is, in the long
run, to create the possibility of an embargo on trade with RSA, in the short
run such a policy would devastate the economies of the SADCC nine and
have relatively marginal significance on the South African economy.
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However in certain important sectors of the South African economy such a
boycott would have severe implications. In 1979, for example, 57 per cent
of South Africa's total exports of machinery and equipment were exported
to Africa, primarily to southern Africa. Comparable figures for the
categories artificial resins, plastics and rubber were 54 per cent, stone and
glassware 48 per cent, transport equipment and aircraft 35 per cent.
Investment
In the whole Post-War period, South Africa has been a net importer of
investment capital, on a large scale: first and foremost from Western
Europe, the USA and Japan. In alliance with foreign capital, South African
capital has been considerably strengthened and it has aimed at exporting
capital to the neighbouring states, but also as far afield as to Zaire and
Mauritania. In this field, the Anglo American Corporation has been most
active. In recent years Afrikaaner capital has emerged in strength —
especially in Zimbabwe. Most South African capital export has gone to the
mining sector. Diamonds, copper and nickel in Botswana; iron ore and coal
in Swaziland; copper and cobalt in Zambia; gold, diamonds, iron ore and
oil in Angola; etc. While it is not possible to give figures to the volumes of
capital involved, in certain SADCC countries, South African capital is
strongly entrenched.
Closely related to mining investment, South African concerns (both private
and parastatal) have been involved in the construction of physical
infrastructure such as railways and hydroelectric power plants. Railway
construction has taken place in Angola, Malawi and Swaziland, usually in
connection with directly productive investment. And the huge hydroelectric
power projects — Cabora Bassa in Mozambique and Cunene in Angola —
are well known.
Direct investment often brings with it a form of control both in formal
property rights and in technology. Technological control is the more
important. In 1969, Zambia acquired a majority share in the copper mines
through formal nationalisation. But this did not mean that the mines came
under effective state control in Zambia. The equipment is run and
administered paramountly by foreign directors and engineers and, of
course, the dependence on foreign technology persists. South African
effective control opens great possibilities for manipulation with transfer
pricing etc.
Aid
As well as direct investment, the South African state has offered 'aid* in
different forms. As far back as 1968 the Economic Cooperation Promotion
Loan Fund was established to give loans on favourable terms to
development projects in the region. In the first instance, Lesotho and
Malawi received such 'aid' in the form of railway and hydroelectric power
development, recruitment of technical personnel, civil aviation, broadcasting and tourism. This type of aid is typically tied to purchase of
commodities in South Africa and of direct benefit to South Africa. Railway
projects are usually linked to the South African railway network and hydroelectric power development geared to supply South Africa with electricity,
of which it is in short supply.
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On the more multilateral front, South Africa has taken the initiative in the
establishment of regional co-operative arrangements over which South
Africa, due to its technological and financial superiority, has control. One
such organisation is the Southern African Regional Commission for the
Conservation and Utilization of the Soil (SARCCUS) which was established
in 1950. This has a wide field of operations within agricultural research,
irrigation, pest and disease control, agricultural extension etc. Currently,
Botswana, Lesotho, Swaziland and South Africa are members. Zimbabwe
withdrew in September 1980 on political grounds. The other organisation is
the Southern African Regional Tourism Council (SARTOC) which was
established in 1973. Its objective is to promote tourism in the region and cooperation between states in this field. In practice this involves South Africa
offering assistance in building holiday centres, hotels etc., plus management
services. Lesotho, Swaziland and Malawi have been involved in projects of
this type.
The transportation network
In terms of dependence on South Africa, transport is probably the most
significant sector. Not only is the Republic an important source of imports
to the SADCC states and a market for some of their exports, these countries
are also dependent on the South African transport network for their trade
links outside the African continent. The fact that six of the nine (Botswana,
Lesotho, Malawi, Swaziland, Zambia and Zimbabwe) are landlocked only
underscores this point. Without their own access to harbours on the coasts
of the Indian or Atlantic Oceans they are compelled to use the South
African transport and harbours network for goods in transit.
Most of the freight transport in the region is by railway. It is the most
efficient and cheapest means of transportation given the existing networks
(including roads and civil aviation). It will most probably remain so for a
long time to come, considering that much effort is now being devoted to
develop the railways further and that goods trains will continue to be
economically cheaper than road transport, not to mention air freight. There
is an estimated 90,000 km of railways in the whole of Africa, of which
23,400 km (or over 25 per cent) is found in South Africa and Namibia —
more than in all nine SADCC countries.
More important than the sheer length, though, is the superiority of the'RSA
in terms of harbour capacity and handling efficiency at freight terminals. In\
this respect RSA has a marked superiority.
The principal railway lines in Southern Africa are the following:
The Benguela Railway: Runs from the copper belt of northern Zambia via
the Shaba province in Zaire through Angola to Benguela and the harbour of
Lobito on the Atlantic coast. It is used mainly for export of copper,
manganese and cobalt from both Zambia and Zaire. As a result of the
second war of liberation in Angola, the line was closed in August 1975, but
officially reopened in November 1978. Prior to its closure it carried
approximately one million tons of goods annually, but today the volume of
traffic has dropped to only 48,000 tons per month both ways. Since its^
reopening, UNITA, in close co-operation with South African forces, has'
carried out sabotage actions with ensuing traffic interruptions and severe
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security problems.
The TANZAM Railway: Extends from the harbour of Dar es Salaam in
Tanzania to the copper belt in Zambia where the end station is Kapiri
Mposhi. It was built with Chinese assistance and completed in 1975. Many
problems have arisen: low capacity at the harbour in Dar es Salaam;
shortage of locomotives and rolling stock; flood damage (April 1979);
sabotage by Rhodesian/South African forces against key bridges (October
1979); poor administration and maintenance. As a result Zambia moved
only 452,000 tons on this line in 1979 as against 637,000 tons on the
southern route via RSA. Maximum freight capacity of the Tanzania
Zambia Railway Authority (TAZARA) is two million tons per year.
The,Southem Route: Starts in Zambia via Livingstone, through Bulawayo
in Zimbabwe, Gaborone in Botswana to Mafeking in South Africa and
ending up in the ports of either East London or Port Elizabeth. After the
closure of the Benguela line in 1975 and its only partial reopening in 1978,
plus the TAZARA problems, Zambia has exported the bulk of its copper on
this route. The line also has a connection with Gwelo and Salisbury
(Harare) in Zimbabwe and from there to Beira and Maputo in
Mozambique. Furthermore it connects up with the South African network
via Beit Bridge which is the second leg on the 'southern route'.
Harare (Salisbury)-Gwelo-Maputo: During the liberation war for
Zimbabwe a number of bridges were blown up and parts of the track
destroyed. The line is now under repair and reconstruction. It is of great
importance to both Zimbabwe and Mozambique.
Harare (Salisbury)-Umtali-Beira: This line was also severely damaged
during the liberation war, but was reopened for limited traffic in October
1980. It is still subject to sabotage damage. This is the shortest route from
the Salisbury (Harare) area to the sea, and will thus be particularly
important for Zimbabwe's import and export trade. For Mozambique it
will be a source of transit revenues.
Maseru-Bloemfontein: Lesotho's only external rail link.
Mbabane-Maputo: For the time being this is Swaziland's only link with
neighbouring states. Unlike that of Lesotho, this link is not routed via
South Africa. A new line to Richard's Bay in RSA has just been
constructed.
Balaka-Blantyre-Beira: This line, presently of great importance to Malawi,
would potentially be even more important if it were extended to the
Zambian border and to Chipata in Zambia to be linked with the Zambian
road network.
Balaka-Nacala: Potentially even more important in the future as Nacala is a
better natural harbour than Beira, but the tracks are worn and the line of
rail requires urgent maintenance and development.
The operation of these principal railway lines (see map) presents a number
of problems. They relate to worn-down tracks, shortage of manpower, lack
of locomotives and rolling stock, inefficiency, freight structures, and
sabotage. The seriousness of the problems are such that some of the lines
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are periodically rendered inoperative or continually running far below
capacity, thus forcing traffic over to the RSA connections.
As the road network is limited and generally in a poor state, the railways
will have to carry the main burden of freight transportation. However, an
improved standard, and some entirely new roads on key stretches may be a
useful supplement. For railways and road networks to function, harbour
improvements are still essential. In this respect there are presently some
serious bottle-necks which tend to force traffic over to the South African
network. Freighting by air is unlikely due to prohibitive costs, except for
some perishable commodities.
Energy
AH countries of the region are dependent on oil products for energy
purposes, particularly in the transport sector. For industrial and dometic
purposes the southern nine have, however, important energy resources in
hydroelectric power, some still unexploited. Huge projects like Cabora
Bassa and Cunene have already been mentioned. Kariba on the ZambianZimbabwean border is a third. South Africa is very interested in these
power plants. In the energy sector the southern nine may in fact have some
leverage vis-a-vis RSA which could be exercised through Cabora Bassa. In a
longer term perspective, the nine would want to develop their own
generation capacity and distribution grid so that a larger share of their own
electricity production could be used by themselves rather than being
exported to South Africa. It would require vast investment, though, to
realise such an objective. In the foreseeable future they will continue to
depend on petroleum products in transit via South Africa.
Telecommunications
South Africa is clearly superior to the nine in the field of
telecommunications. Most services of this kind have historically been
routed via RSA. Although the old system still persists, much is being done
to change it. High cost and technological dependence, however, make it a
long-term prospect. Botswana has built a satellite station providing
telephone, telex and telegraph services with the outside world without
having to go via South Africa, and Zimbabwe intends to follow suit.
Otherwise the thrust is now to establish a series of less expensive microwave
connections between key points in the nine to avoid relaying via South
Africa. In a long term perspective the OAU has embarked on an ambitious
programme in telecommunications (PANAFTEL). Some progress is being
made but it is rather slow due to economic and political problems.
Labour migration
The history of international labour migration in southern Africa dates back
to the previous century when diamonds and gold were discovered in South
Africa. The migratory system has been preserved to this day. In 1978
325,000 labourers from South Africa's neighbouring states were employed
in mines, manufacturing and households in the Republic. The largest
number of some 155,000 came from Lesotho. About 50,000 originated in
Mozambique, some 35,000 and 39,000 from Botswana and Malawi
respectively. In the latter half of the 1970s the number of migrants dropped

64 REVIEW OF AFRICAN POLITICAL

ECONOMY

drastically, a tendency which seems to persist. The South African mines are
increasingly recruiting internally. The proportion of foreign workers
presently constitute less than half of the total labour force on the mines as
against close to 75 per cent in 1975.
The migratory labour system has long functioned well for South African
mining capital. It has supplied the mines with, above all, cheap labour. The
cheapness of labour is in part attributable to the fact that the miners are not
allowed to bring their families with them to the place of work. They remain
in the supplier countries where they cultivate whatever small plots of land
they may have, thus contribution to the total income of the family. The
employers of the mines know this. Assuming that the miners' families'
subsistence production is an important supplement to wages, they tend to
pay wages below 'normal' levels. 'Normal' in this sense means a minimum
wage on which the labourer himself as well as his family can live as a sole
source of income. The miners' wages are thus in fact subsidised by noncapitalist agricultural production in both the supplier countries and in the
South African bantustans. The fact that the migrants live in compounds
under strict control, makes trade unionism extremely difficult. Under
present legislation, there is no freedom of association. The workers are thus
deprived of their only powerful weapons organisation and the right to
withdraw their labour.
It is often claimed that the supplier countries reap large benefits from the
migratory system: first by being able to export some of their unemployment
problems to South Africa; second by receiving remittances in foreign
exchange from migrants to their families at home. Superficially the shortterm advantages may seem considerable. There can be no doubt, however,
about the destructive effects of the system on the supplier economies in the
long run. Human labour, intelligence and creativity is the principal
productive force in any economy. Sending the best part of the labour force,
predominantly young able-bodied men, to another country is tantamount to
ridding oneself of one's most valuable source of human capital. Only the
old, women and children remain. The adverse effects are most severe in
agriculture. The role of women in agriculture is admittedly crucial; their
contribution should in no way be belittled. Still, the men's labour is
particularly important in preparing the land for cultivation and in the
harvesting phases of the crop cycle. Their absence diminishes yield. The
social costs of split families should also be included in the total balance
sheet of the costs and benefits of the migratory system.
Most governments of the supplier countries are aware of the adverse longterm effects, and would like to create job opportunities for the migrants at
home. But it requires investments of considerable proportions to be able to
absorb them. A general elevation of the level of economic development of
these countries, however, seems the only long-term solution to this
problem. And without a new form of economic integration with a postrevolutionary African government in South Africa the prospects of labour
absorption on the scale required are miniscule.
South Africa's Strategy towards SADCC

The above discussion of the dependency links between South Africa and the
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SADCC states gives an indication of South Africa's regional dominance
and the arsenal of counter-strategies available to the Pretoria regime to
counteract SADCC's goal of economic liberation. The RSA's policy
towards African states generally, and towards the Southern African states
specifically, has always been a mixture of 'the carrot and the stick'. The
name given to the carrot has changed over time, but its basic content has
remained fairly stable. In the early 1970s, it was called 'dialogue' or
'detente' which involved offers of economic co-operation, including aid
largesse. But, with few exceptions — among others Malawi, Swaziland and,
initially, Zambia — these overtures were rejected. In 1978, the Pretoria
regime tried again by proclaiming the notion of a Constellation of Southern
African States (CONSAS) — see Review No. 18. CONS AS was intended to
include the bantustans as well as independent states in the region. While the
detailed content and the political conditions of this approach were not
specified, it was an attempt from the South African side to put together a
loose political federation and an economic region under South African
leadership, but with a considerable aid input to dress up the package. The
CONSAS proposal was rejected by all the independent states in southern
Africa — even those which were most dependent on South Africa, including
the members of the Customs Union — Botswana, Lesotho and Swaziland.
The 'governments' of the 'independent' bantustans, however, accepted the
idea in principle.
Behind these friendly and apparently generous offers has always been the
threat of using the stick if the carrot was not accepted. In other words,
armed intervention in a variety of forms. Military intervention and
'destabilisation' has varied from outright military invasion in Angola in
1975 and 1981, commando-raids in Matola, Mozambique in January 1981
through to assassination by letterbomb and hired thugs. On one point,
South Africa has stated its position openly and clearly: every African state
which actively supports South African liberation movements will suffer
reprisals. In addition to direct military intervention with the use of its own
armed forces, ethnic mercenaries are used for the same purpose. Since 1975
UNITA, equipped and financed by South Africa, has carried out a series of
sabotage actions — e.g. on the Benguela railway. Likewise the Mozambique
National Resistance Movement (MNR) is used for similar forms of action
on South Africa's northern and eastern flank, lately against the rail and
pipeline between Beira in Mozambique and Umtali, Zimbabwe.
However, the South African regime is itself aware that military intervention
is costly, not merely in material and personnel, but also has political
repercussions, particularly internationally. Further, paradoxically, military
intervention demonstrates South African weakness. Using the stick
ultimately undermines the use of the carrot and indicates weakened
dependency links. It is hardly a coincidence that South African military
operations have been focused on Angola, a country which has significantly
less dependency links with South Africa and over which South Africa has
hence few opportunities for the exercise of carrot-type economic pressure.
Given that there is an international cost to military intervention in terms of
international support, particularly from Western Europe, South Africa
prefers more 'civilised' forms of pressure. As the discussion of dependency

66 REVIEW OF AFRICAN POLITICAL

ECONOMY

links indicates, most of the SADCC states, with the exception of Angola
and Tanzania, are linked to South Africa in a variety of ways and to
different degrees. This presents South Africa with a relatively broad register
of keys on which to play. Specifically, pressure can take the form of
mysterious delays in the transport of goods from South Africa (and of
goods in transit via South Africa), an effective form of pressure when
applied to such vital commodities as food and oil supplies. Changes in price
levels of South African exports, energy supply rates and freight charges also
have their uses. Yet another is quite extensive loans of South African
railway locomotives and rolling stock to its neighbours. The possibilities are
many and the inventiveness remarkable. Such forms of pressure underline
the urgency of the tasks facing SADCC but, simultaneously, increase the
range of problems involved.
The use of civil rather than military forms of pressure is preferable to South
African interests on other grounds as well. South African capital's
commercial interests do not want widespread damage and destruction to
their own property and commercial interests in the region. They also
consider the regional market one of great potential. Despite the fact that the
southern African market is not at present so important a market for South
African commodities, this could well change. The desire to expand regional
co-operation, including the CONSAS proposal, is an indication of this.
Geographically, South African capital considers this area a 'natural'
market. Certain well-placed capital interests in South Africa might well see
an active advantage in the efforts being made by SADCC to increase its
physical infrastructure and its economic potential. By so doing the SADCC
countries can develop their forces of production and create a more effective
demand for South African products. Hence there are considerable
possibilities of conflict between the 'hawks' and the 'doves' within the
South African corporatist state, where private and state capital have
considerable voice in the formulation of South African foreign policy. The
question of the energy supply from the Cabora Bassa hydroelectric scheme
in Mozambique can serve as a good illustration of this. Given that South
Africa at present imports about 10 per cent of its electricity supply from the
scheme it is important to them that this source is not cut off. Yet other
forces and interests grouped around the South African state seek to
destabilise the economy of Mozambique. These forces have supported the
Mozambique Resistance Movement which, in turn, has sabotaged the high
tension cables bringing power from Cabora Bassa to South Africa. How the
South African regime will resolve these conflicts will depend on the relative
strength of different fractions of capital and other class forces in South
Africa.
Political Heterogeneity of the SADCC States
The degree of economic dependence of the SADCC states on South Africa
has some bearing on the degree of political dependence. Generally speaking,
the greater the degree of economic dependence on RSA, the milder the
criticisms of the apartheid regime. The degree of political dependence can
be classified on a right-left spectrum. The more conservative regimes such
as Malawi and Swaziland have tended to be less militant in their criticism of
South Africa. The more radical regimes, especially those led by liberation
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movements which fought an anti-colonial war against the Portuguese,
Mozambique and Angola, tend to be more militant. But there are
exceptions to such generalisations. While the arch conservative regime of
Hastings Banda in Malawi maintains official diplomatic relations with
South Africa and open co-operation in a number of fields, Lesotho, under
the conservative leadership of Chief Leabua Jonathan has pursued, in the
last 10 years, an increasingly militant anti-apartheid policy in its formal
foreign relations, despite its almost total economic dependency on South
Africa.
Differences in the degree of political liberation from South Africa indicate
the political heterogeneity of the SADCC states. This could create internal
frictions and enables South Africa to exacerbate inter-SADCC rivalries. On
the question of greater economic and political independence from RSA
there is virtually no disagreement. Nor with the high priority that SADCC
has given to the field of transport and communications. But, in the long
run, if SADCC does lead to greater economic integration which requires a
greater degree of harmonisation of domestic policies and development
strategies, the possibilities of open friction exist. Take the issue of the role
of foreign capital. It is quite obvious that such conservative regimes as
Botswana, Lesotho and Swaziland will be prepared to give greater
concessions to foreign and even South African capital than will Angola and
Mozambique.
Future prospects

This article has attempted to give a profile of SADCC's objectives,
initiatives and practice since its inception some three years ago. We have
also discussed in some detail the dependency links that bind the nine states
to South Africa and the various forms of pressure that South Africa can
bring to bear on SADCC member states' policies. This final section
attempts two things. First, an assessment of the future prospects of SADCC
on the basis of previous mapping of important issues. Second, to raise a
number of theoretical issues on which more work needs to be done.
What, if any, grounds are there for assuming that SADCC will succeed in a
way that other regional integrative efforts have not? The most important
difference is certainly the pragmatic approach that SADCC has so far
chosen. At the Lusaka summit in 1980 when questions of modus operandi
and distribution of responsibility were discussed, the now deceased
President Seretse Khama of Botswana emphasised the need for pragmatism,
and the need to avoid creating top-heavy and costly bureaucratic structures.
The intention was to make the decision-making process and the execution of
the tasks decentralised. The major conferences would take decisions of
principle but symptomatic of SADCC's approach has been the work done
between the major conferences. Very few bureaucratic structures have been
created. One such is SATCC which is more of a technical secretariat than a
traditional bureaucracy. From mid-1982 a permanent secretariat will be
established in Gaborone. But this will have modest dimensions, eight
professionals and a current expenditure budget of just over a quarter of a
million US dollars. In all other respects, SADCC has a decentralised
structure: with Mozambique responsible for transport, Angola for energy,
Zimbabwe for food supplies etc. With such a functionalist and
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decentralised model, SADCC hopes to profit from the mistakes of some of
its predecessors.
Another basis for some optimism about SADCC is the existence of a
common enemy — the apartheid regime. The principal objective of SADCC
is to reduce dependence on South Africa. To the extent that all SADCC
states regard this as their principal objective, the external foe can have an
integrative effect.
But when all is said and done, there are several parallels between SADCC
and other regional co-operative efforts. As we have discussed, the political
and economic heterogeneity of the SADCC group could create inner
conflicts that South Africa can exploit. The political contradictions are
more manifest and concrete in the question of member states' policy
towards the apartheid regime. Not all member states see their relationship
to South Africa as the pivotal issue. After all, reducing dependence on 'big
brother' is only one of SADCC's objectives. The more conservative regimes
see advantages in SADCC quite distinct from their relationship to South
Africa. They are more interested in the specific projects in which they see an
economic advantage. Whether such projects reduce their dependence on
South Africa is, to them, not so important. In sum, the SADCC states do
not have a distinct and unanimous policy towards South Africa. In that
SADCC is not primarily an organisation designed to bring down the South
African regime (unlike the Front Line States which saw their goal in
bringing down the Smith regime), they lack a common strategy for how the
struggle could be fought. Thus, for example, it is at the moment unclear
what role Southern African liberation movements will play in the
organisation. They have been invited to the Conferences as observers but
have played no role in the detailed work. However, it is certain that
Namibia, on achieving independence will become a full member. Hence
SWAPO has a somewhat special position position with SADCC. In all
other respects, SADCC is, in effect, a co-operation between states, not
between movements or parties. This is just one reason for uncertainy as to
the stand SADCC would take in the event of international sanctions against
South Africa.
We consider that one of the most serious problems facing SADCC is
whether its attempts at economic liberation from South Africa will lead to
new forms of economic dependence. Some of SADCC's donors are former
colonial powers in the region and hence have significant political, economic
and strategic interests. Non-colonial powers, such as the USA, the
European Common Market countries and Scandinavia, have also entered
the arena. All these powers have their own southern Africa policy which is
often far from identical with that of SADCC. Reflecting back on our
starting point, the original initiative behind the formation of SADCC,
underscores this point. If certain western powers were interested in a form
of regional 'Marshall Aid* we would expect this to be reflected within the
organisation today. And given that SADCC is almost totally dependent on
external financing for its work, their possibilities of influencing SADCC's
strategy increase.
We can best illustrate the danger by looking at the transport sector. SADCC
has given high priority to the transport sector for a number of reasons.
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Primarily because the transport problem is acute and because, in the first
phase, it involves rehabilitation than starting up new projects. But clearly
also because it is easier to get money for such projects than it is for more
long-term plans for co-operative production. From the point of view of the
donors such transport projects are welcome for a variety of reasons. They
are reasonably straightforward administratively and technically; they are
more easily delimited in time and space; relatively precise cost estimates can
be made, and the final product is a standing structure with the stamp of the
donor on it. Furthermore, such projects satisfy donor countries'
commercial interests. By such means as tied aid, donor countries can ensure
delivery of their own manufactures of locomotives, rolling stock, trucks,
electronic equipment, planes and, not least, consultancy services which are
an important cost element in the early phase. For SADCC it is clearly not so
important that donor countries profit by such deals as long as there is also a
net benefit to themselves. But a more important consideration is whether
such projects tend to consolidate existing physical infrastructure networks
that are a classic colonial product i.e. that serve the import-export trade
linking mining and commercial agriculture to the world market rather than
internal markets. Since intra-regional trade is today only 2-3 per cent of
total trade it is vital that SADCC ensure finance for projects that serve
internal markets and that the communications sector taken as a whole does
not hinder such efforts. But in this, donor countries have a key position.
Their control over the purse strings makes it relatively easy for them to
reject truly regional projects as economically non-profitable. In this
connection it is vital that SADCC takes seriously that part of the Lusaka
Declaration which aims at 'the reduction of economic dependence not only
on the Republic of South Africa, but also on any single external State or
group of States'.
SADCC is of interest to donors in other ways. SADCC support can also
serve as an alibi to cover up their relationships with South Africa. Despite
the intention of the SADCC countries to fight racism and oppression in
South Africa it is tempting for donor countries to regard support to
southern Africa as an alternative to stiffer action against South Africa
itself, i.e. the imposition of effective sanctions. Despite that, it is still
possible to argue that the success of SADCC is a precondition for an
effective boycott within the region. The argument that sanctions will hurt
the neighbouring states more than South Africa itself is often used as an
excuse to avoid mandatory economic sanctions. Official statements by some
SADCC member state governments to the effect that sanctions would, for
them, involve economic suicide are used to support this argument. By such
reasoning, support for SADCC can be seen as an alternative to sanctions. In
this way, by deliberately confusing the short and the long run, attempts are
made to use SADCC dependence to take up an inconsistent position, for the
success of SADCC is one precondition for effective participation by these
states in a boycott. Support for SADCC is not an alternative to a sanctions
policy but complementary to it.
To round up this summary of the prospects on a more optimistic note, we
would point out that if the transport sector plan is in fact carried out, this,
according to the consultants, would involve a reduction of SADCC transit
trade through South Africa from 3.25 million tonnes in 1980 to 205,000

70 REVIEW OF AFRICAN POLITICAL

ECONOMY

tonnes in 1990. If that were achieved, active participation by SADCC in
sanctions would then, at least, be on the agenda.
Seen from a slightly different perspective there is a sort of inevitability
about SADCC. In the final analysis, there is no realistic alternative to
economic co-operation for most of these nine states. The status quo
represents not a neutral point of departure but a series of burdens and
increasing threats. Most analysts assume that the class struggle within South
Africa will continue to escalate in the years to come and most SADCC states
cannot opt out of involvement in this struggle. The costs and sacrifices are
high. Angola is the most extreme case in point. At the joint UN/OAU Paris
Conference on sanctions in May 1981, the cost of South African military
aggression was at that time estimated at some 7 billion US dollars. This is
only the direct economic cost and excludes the dead, the crippled and the
suffering involved. For most SADCC states there are other costs too in the
present situation. Such costs take the form of a variety of destablisation
measures that were discussed earlier whose most concrete forms are
economic sabotage, commando raids and assassinations. These costs bear
witness to the urgency of the need to reduce dependence on South Africa.
The whole issue of SADCC, its economic potential, political trajectory and
modus operandi raises a number of important conceptual issues that we will
here sketch out. One such issue is the development of a theoretical analysis
of the process of regional co-operation within the confines of dependent
capitalist development. To such a scenario, theoretical work within the
Marxist tradition on European integration is, as we have pointed out, of
little value. There is possibly more to be gained by returning to the whole
tradition of Pan-Africanism in the early post-war years. As with so much of
the conclusions of the underdevelopment school, the urgent need for
regional co-operation and self-reliance is a point well taken. But within this
school little analysis has been undertaken of the class forces that may help
bring it about. This raises the further question of who are the 'actors' in the
process of regional integration. We suspect that unless SADCC extends
beyond negotiation at the bureaucratic level and is actively debated in what
popular and local organisations of people's power exist, then it is unlikely
that the sacrifices required for the long haul strategy of economic liberation
from South Africa will be understood and accepted.
Another theoretical issue which progressives must confront is that of subimperialism. What is the nature of the beast? What is the underlying
momentum and drive behind South Africa's regional domination? We have
sketched some of the dependency links in the region but we need to
conceptualise these further. What is the precise nature of the links between
South Africa and imperialism? The debate about sub-imperialism
represents an attempt to understand both sets of links and is important
insofar as it represents an attempt to provide a theoretical basis for further
practice.
We can broadly distinguish three positions in the debate about South
African sub-imperialism. The first is essentially an historical approach to
the development of an integrated regional economy in Southern Africa in
which the individual states and territories (including here the bantustans
within South Africa's borders) perform important economic and social
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functions for the regional political economy — e.g. the provision of cheap
labour, commodities, minerals, energy etc. One conclusion sometimes
drawn from this historical approach is that it is largely an historical accident
that South Africa is dominant within the region and it is perfectly possible
for both South Africa and the SADCC countries to substitute other types of
linkages for these ones.
A second approach to the issue of sub-imperialism argues that South Africa
performs important economic and strategic functions in the region on
behalf of Western capitalism. Such an approach would focus on the
comparative weight given to SADCC efforts by Western states, particularly
the United States, in relation to the support they also offer to propping up
the regime in Pretoria. Given the current policy of the Reagan
administration in southern Africa it is clear that, from this perspective,
SADCC is of very low priority in the main thrust of the Reagan
administration's foreign policy.
Yet a third approach argues that South African sub-imperialism is a
function of the problems specific to the development of the internal market
in South Africa — particularly the restraints imposed on the development
of the internal market within South Africa itself by extreme labour
exploitation and repression and the abysmal income levels of almost all
blacks.
Despite the lack of unanimity on the subject, the whole problem of subimperialism is of strategic significance for SADCC. Unless we choose to
regard each and every link between the RSA and SADCC as equivalent,
some theoretical clarity on these issues is required.
Finally we would emphasise the artificiality of SADCC as a regional
construct. Without the active participation of a liberated South Africa the
constraints facing the development of a genuine co-operative and selfreliant strategy for SADCC are enormous. Historical forces have shaped a
regional political economy and this must be taken into account in the longterm planning for the development of socialist relations of production in
southern Africa.
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Gränges and the Undermining of Liberia:
A Critique of a Joint Venture
Arrangement
Jerker Carlsson
This is a case study of one 'joint venture' between a transnational
corporation, in this case the Swedish mining giant. Gränges, and an African
government. It offers a thorough explanation and demystification of the
intricate corporate structures set up with the Liberian Government to run
and control iron ore mining, and of the balance sheets of these corporations.
Careful analysis documents the facts that despite the legal fiction of 50-50
partnership, the government gets only 25 per cent of the proceeds and yields
up 100 per cent of the control of the operation to its multinational partner.

In the historical process of Africa's underdevelopment, mineral
exploitation by foreign mining companies has played and still plays a key
role. However, the formal terms of this relationship have changed greatly in
recent years. Historically, foreign mining companies have operated as
foreign enclaves within the political economy of colonial Africa, served and
buttressed by the colonial state. But after independence, foreign companies
were subject to increased pressure as the new states tried to increase both
their control over the process of mineral exploitation and over the economic
surplus extracted. In the early post-independence phase, this pressure
sometimes took the form of outright nationalisation of foreign firms. There
were, however, many risks attendant on such a strategy. In essence, formal
ownership of the means of production did not automatically involve
effective control. State-owned mining corporations lacked the direct access
to mining technology, management expertise and capital. There were also
considerable risks attached to outright nationalisation if and when foreign
capital withdrew its support. In the late sixties and early seventies many
states chose instead to establish different forms of partnership
arrangements. This article deals with one type of such a partnership
arrangement — the joint venture — in a specific type of African political
economy, that in which mineral extraction plays a dominant role in surplus
extraction, in this particular case the Republic of Liberia.
The principle of the joint venture is that the state and the foreign mining
company establish a joint company, which they jointly own and hence
participate equally in the 'risks' and the profits. In our particular case the
Liberian Government entered into such a joint venture with foreign capital
for the exploitation of iron ore in the Nimba mountains. To do so they
established a Liberian registered company — the Liberian AmericanSwedish Minerals Company Joint Venture (LAMCO — JV).
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In principle, the benefit to the Liberian state of the LAMCO joint venture is
that it can raise state revenue at source i.e. instead of taxing foreign capital
directly, it derives income from its equity share of the profits. Hence the key
question that this case study raises is whether the joint venture arrangement
maximises state revenue. What are the lessons to be learnt from LAMCO as
to the 'equity' of such an arrangement?
The analysis that follows focuses mainly on the relationship of foreign
capital to LAMCO. This necessitates an examination of the nature of the
financial and economic links between the different foreign participants, as
this web of relations largely explains the unequal nature of the partnership.
We start by inquiring into the different motivations underlying Swedish
capital and Liberian government participation in LAMCO, one of the
largest mining operations in Africa.
Secondly, we examine the financial and administrative organisation of the
company. From this follows a discussion of the effective control of the
company. This involves an analysis of the financial flows stemming from
the mining operation, an analysis which gives a quite different picture of the
distribution of the benefits of the mining operation than that provided by
declared net profits. The problem of exercising financial control will be
discussed by analysing the different income flows to which the
organisational structure of the company has given rise. However, this can
only be done if we have first gained an insight into the role this particular
company is assigned within the corporate economy of which it is a part.
Granges and the Liberia Project

The Swedish company Granges has, since the 19th Century, been not only
one of Sweden's major mining companies, but also one of the world's most
experienced companies. Its activities also embraced a number of branches
connected to its main activity — iron ore mining. The company had
traditionally had its heart in the iron ore fields of Bergslagen in the middle
of Sweden. But together with the Swedish government Granges was also
exploiting the iron ore mines in northern Sweden. In the spring of 1955 the
Swedish Government was about to nationalise the mine fields in northern
Sweden and redeem Granges' share. Granges received about US$200
million in compensation. After certain deductions, Granges was left with
about $175m which was paid out to the company between 1957 and 1961.
The company thus found itself faced with two alternatives: distributing the
cash to the shareholders, or using it for building up a new concern
consisting of internally well-integrated units incorporating production as
well as marketing. The board chose the second alternative and the strategy it
adopted consisted partly of a vertical expansion by going into new,
although closely related, areas of production in Sweden, and a horizontal
expansion by extending its traditional mining activities outside Sweden.
In Sweden, Granges began to develop a new steel plant to increase its
processing capacity, and mine fields in Sweden were reopened using new
methods to treat the phosphorous ores contained in these deposits. Granges
also began to invest in manufacturing industry, particularly in companies
specialising in steel construction and building materials. But Granges also
went into branches outside its traditional area: glass manufacturing,
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sawmills etc. These investments were part of a general strategy of vertical
integration, where the ultimate goal was the whole chain of production
from iron ore mining through steel production to the manufacturing of the
finished product.
As this type of vertical diversification was taking place, Granges also sought
a horizontal diversification outside Sweden and became involved in
LAMCO. The origins of the LAMCO project date back to 1953 when the
Liberian Government concluded a concession agreement with the United
African-American Corporation (UAAC). Under the terms of the agreement
UAAC had to start exploration and operations rather shortly after signing
the agreement, otherwise they would lose the mining rights (see Clower
et.at).
UAAC contacted a Swedish bank, Skandinaviska Enskilda Banken, to
assist in bringing in interested participants who could provide the needed
financial and technical support. SEB managed to form a group of interested
companies, known as the Swedish LAMCO Syndicate (SLS). The initial
members were mining, industrial and engineering firms.
The Swedes gradually took over UAAC's majority shareholding. Gradually
they established their control over the Liberian American-Swedish Minerals
Company (LAMCO), which had been formed by UAAC to operate the
concession. But in a later phase the American corporation, Bethlehem Steel,
was brought in when the LAMCO-JV was created.
Granges' decision was based on three considerations:
1. The need to guarantee a supply of iron ore for the expanding processing
industry within the corporation.
2. Market prospects were favourable in the middle of the 1950s as the
global iron and steel industry was in the midst of an expansion period
that could be expected to continue for quite some time.
3. Liberia's rich, non-phosphorous hematite ore complemented Swedish
ore. This opened up new markets for the company.
It is also clear that Granges would never have invested in Liberia, unless it
could have exploited the advantages it had acquired as one of the largest
iron ore producers in the world. Granges was an 'ideal' corporation for the
actual operation of the mine, because of its experience in open-pit mining
and its strong position in the iron-ore market.
The Liberian State and Iron-Ore Mining

Throughout its long history as an independent nation — the Republic of
Liberia was founded in 1847 — Liberia had been an extremely poor
country, heavily in debt to foreign creditors. Furthermore, the class
structure of the country, with the coastal Americo-Liberians in complete
control, was then under threat. When William V.S. Tubman was elected
President in 1947 he initiated the 'Open Door Policy' of economic growth
based on foreign capital investment. This policy met with opposition from
groups among the Americo-Liberians that had their economic base in
commerce and commercial agriculture. They regarded foreign capital
investment as a threat to their basic interests. Tubman, on the other hand,
was supported by the bureaucracy and the professions who saw advantages
in an alliance with foreign capital.

GRANGES & THE UNDERMINING OF LIBERIA

75

But there were other motives for Tubman's expansionist policy. The
struggle for independence in the West African region created certain
pressures. First, developments in neighbouring Guinea were regarded as a
political threat as the socialist ideas of Sekou Toure ran counter to the
conservative and capitalist ideology of Liberia. Second, in 1958 Ghana and
Guinea formed a union with the declared ambition of creating a union of
West African states under the leadership of Kwame Nkrumah. While the
Ghana-Guinea union never developed, its political and class thrust and its
socialist rhetoric constituted a definite threat to the Liberian Government
because of its far-reaching political and economic ambitions. A special
problem was the political situation in northern Liberia where the colonial
border had artificially divided many peoples, such as the Loma and the
Mano. Guinea had long stated a claim to northern Liberia for these reasons.
If the West African Union had materialised, the Liberian regime would
have faced a dilemma: either total isolation, or joining an organisation with
political goals that were unacceptable to Tubman and the Liberian elite.
Hence the decision to attract foreign capital was designed to buttress the
Tubman regime economically and politically.
Within Liberia a split had emerged inside the ruling True Whig Party
(TWP) just before the presidential election in 1956. A group of conservative
Americo-Liberians split off and formed the Independent True Whig Party.
Their presidential candidate was Edwin Barclay, Tubman's predecessor.
The party was supported by those groups among the Americo-Liberians
that were opposed to the Open Door Policy. Though Tubman managed to
overcome this internal opposition, it nevertheless increased the pressure on
his government. The Open Door Policy was therefore designed so as to
increase available state patronage, which the regime could then use to
increase the level of the patronage resources available to the TWP.
National socio-economic development played a subordinate role in this
policy. Tubman was afraid that raising welfare above a certain level in the
hinterland would raise the political consciousness of the dominated classes
to such an extent that the power position of the elite would be threatened.
There was, of course, a direct and immediate need for the state to meet the
debt obligations it had created during a long period of intensive
international borrowing.
As to the general attractiveness of Liberia to foreign investors, the Open
Door Policy contained very favourable investment incentives. High iron ore
prices in the fifties also stimulated investment and the mining companies
were attracted by the easily mined, high-quality iron ore deposits.
As for the specific involvement of Granges and Swedish capital, there were
two decisive factors. One was the iron-mining expertise of Granges and its
motives for horizontal expansion overseas. The other was a desire of the
Tubman regime to break out of the confines of American capital,
specifically the dominant position of the American rubber corporation
Firestone Plantations Company, which had a large say in the politics of the
country.
The Corporate Structure of the LAMCO Joint Venture

The LAMCO Joint Venture Company operates under the terms of a
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concession agreement concluded between the Government of Liberia,
LAMCO and Bethlehem Steel, signed in 1960 and later revised in 1974.
The concession agreement covers the company's whole range of activities
and effectively exempts LAMCO-JV from state legislation. For example tax
legislation does not apply to the holder of the concession. If the government
wants to renegotiate the terms of the agreement it has to open up new
negotiations with the company. It can not, for interest, change the tax rates
through usual fiscal policy measures. Thus, concluding the concession
agreement severely circumscribed the sovereignty of the Liberian state. The
actual owners of LAMCO itself are the government of Liberia, the Swedish
consortium (SLS) through the Liberian Iron Ore Company and the Swedish
consortium is thus represented in the LAMCO-JV through LAMCO, which
controls 75 per cent of the assets of the Joint Venture, the remaining 25 per
cent being held by Bethlehem Steel. Bethlehem joined the project in 1960
because LAMCO needed a partner that could participate in the financing of
the project and in the purchase of part of the product.
LAMCO is owned, as we have seen, by the Government of Liberia and
LIO, and this is through a 50-50 joint equity arrangement. The agreement
gives the Government the right to appoint five of the eleven seats on the
LAMCO board, while LIO appoints six seats and thus controls the board.
This whole, complex structure, which is summarised in the chart, has some
remarkable features. Neither LAMCO nor LAMCO-JV are enterprises in
the conventional sense of the word. Neither is directly engaged in the direct
mining operation at Nimba. The foreign participants are represented in
LAMCO and LAMCO-JV through a system of holding companies. By
creating such subsidiary companies, it becomes possible for the company at
the top of the pyramid to control the whole operation. By these means,
Granges controls the syndicate of Swedish companies, SLS. This control is
further strengthened by entrusting the operative functions of the company
to specially created companies under separate contracts. The Syndicate has
delegated this function to one of its members, Granges. In turn, Granges
assigned its managerial functions to one of its subsidiaries, Granges
International Mining (GIM). GIM established a Stockholm-based Liberia
Division dealing with general planning, major purchases and recruitment of
skilled personnel. For daily operations GIM established its wholly-owned
subsidiary LAMCO Joint Venture Operating Company (LJVOC).
For the shipping and selling of the ore, LAMCO-JV concluded a sales
agreement and a shipping agreement with Granges in 1959. Granges was
now in a position to secure the Liberian ore for its own shipping fleet. The
Liberian government found this monopoly position somewhat disturbing
and later acquired the right to ship 50 per cent of LAMCO's ore. But, faced
with a lack of personnel, technical resources and knowledge of the
particular freight market, the Government had to form the Providence
Shipping Company together with Granges. The full management of
Providence was entrusted to Granges. The actual shipping job was
transferred to the Granges subsidiary, Granges Shipping.
In order to perform its functions as LAMCO's sales agent, Granges
employs the services of Malmexport AB, a partially-owned subsidiary of
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Granges. Malmexport negotiates the terms and price of sale of LAMCO's
ore on the world market.
The Corporate Structure of LAMCO Joint Venture, 1973
Other Swedish firms

Euroc
Annetorp
SENTAB
(4%)

Atlas Copco
(9%)

9/28ths

4/28ths
American,
Liberian and
other private
shareholders
(9.5%)

15/28ths/

The Swedish
LAMCO Syndicate
(SLS)
(28%)

Shipping & /
Sales
.
Agreement'

I
I
I

I*~

The Government
of Liberia
(GOD
(37.5%)

Liberian
Iron Ore
Limited (LIO)
(37.5%)

I oE

100%

I II
Liberian
Bethlehem Iron
Ore Mines
(LIBETH)
(25%)

Liberian
AmericanSwedish Minerals
Company (LAMCO)
75%

_/
LAMCO Joint Venture
(LAMCO JV)

Management
Agreement

LAMCO J.V.
Operating
Company (LJVOC)

Source: LIO, Annual Report, 1973.
Note: The figures in brackets in each box indicate the particular compan/s share of the
LAMCO Joint Venture.

78 REVIEW OF AFRICAN POLITICAL

ECONOMY

The organisational structure which was established is very far from that of
the traditional limited liability company. Why was not one company
constructed, whose outstanding shares would be distributed between the
participants according to their capital contribution to the project and which
would carry out the mining and ancillary operations? One can identify a
number of reasons for organising such a structure as the LAMCO Joint
Venture Company; but two are paramount. First, it becomes possible to
control the whole edifice of companies with a minimum capital
contribution, simply by controlling the top of the pyramid. This is exactly
what Granges does through its control of the Swedish syndicate, SLS.
Second, by excluding the Joint Venture Company from the direct operation
of the mine and instead creating subsidiaries, it becomes possible to siphon
off substantial parts of the profits of the operation through different kinds
of fees and consulting contracts. This is in essence a sophisticated form of
tax evasion, performed under legal cover. This form of tax evasion has
serious implications for Liberia. One of the government's main
expectations was that the joint venture would increase tax revenue. As it
turned out, however, the joint venture idea, in this particular organisational
form, was less beneficial to Liberia than what most probably would have
been the case under a conventional tax arrangement. The LAMCO
experience certainly shows that there is a good case for selecting a more
appropriate basis for revenues than participation in the company's profit.
The Surplus of the LAMCO Project

To support the above conclusion we shall examine the different forms of
payments to the Government of Liberia from the project. The size of these
payments will then be related to the total surplus generated by the whole
project. Table 1 in fact summarises the payments made by the various
companies to the Government.
Table 1: Payments to the GOL by the foreign participants in the LAMCO Project

LAMCO-JV: Direct and other payments
20.5
Royalties and dividends LAMCO
67.5
LIO: tax on dividends
0.5
Participants of the SLS: on debentures and preferred stock
5.2
Granges: tax on dividends received from LJVOC
3.1
Providence Shipping Company (Granges)
3.4
LIBETH: income tax
34.7
Total Payments
$ 134.9m
Source: LAMCO/LIO, Annual Financial Statements, 1963-76. LIBETH, Annual Financial
Statements, 1964-76.
Note:
1. The Liberian dollar is at par with US dollar.
2. LJVC's direct financial contribution consisted of payments for rental fees for the
concession area, different administrative services and income and austerity taxes that were
withheld from the wages and salaries of the employees. During the period 1963-76 LJVC paid
$20.5m to government. However, $17m represented taxes withheld from employees. Only
$3.5m therefore was net payments.

LAMCO is the heart of the whole project and the operating revenues of this
company forms the major source of income for GOL from the project and,
at least in theory, for the foreign participants. As owner of half of
LAMCO's outstanding shares of $2 million, the Liberian Government is
entitled to dividends based on the annual net profit. During our period
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GOL received a total of around $67.5 million from a total dividend of
$128.4 million.
Does this mean that the revenues of the company was equally distributed
between GOL and the foreign participants? In reality it doesn't because the
'net profit' is a poor measure of the performance of a company. Instead it is
necessary to distinguish between the 'net profit' and the actual surplus
created. The surplus is the difference between what a company produces,
and the costs of producing it (raw materials, machinery and labour). This
can also be called the net operating income. In contrast to the concept net
profit, different financial charges are here regarded as shares in the
distribution of the surplus, rather than determinants of the surplus.
In view of the loan picture of LAMCO where the participants contributed
some of the capital, normally regarded as equity, in the form of loans, such
as debentures, the interest they received on these loans corresponds to
normal dividends on share capital. Viewing the matter in this way the
picture changes. Between 1963 and 1976 LAMCO produced a surplus of
$345.3 million, of which only 20 per cent was received by Government.
What happened to the other 80 per cent of the surplus? Most of it was
siphoned off through four main channels:
1. The financial structure of the company, with an almost total reliance on
external capital, produced a very high debt/equity ratio of about 10:1,
which means that only about 9 per cent of the investment was put in as
equity capital. Consequently, interest payments came to account for a large
part of the generated surplus. Over the period 1963-76 a total of $115.3
million was paid out as interest to foreign creditors. This is a reflection of
the somewhat strange situation where the owners of the company also
appear as creditors to the whole project. 2. LAMCO incurred sizeable
currency exchange losses when the dollar fell vis-a-vis the currency of some
of LAMCO's principal creditors, Switzerland, the Federal Republic of
Germany and Sweden. These losses amounted to $22.7 million during our
period. 3. Granges was paid $20 million between 1963 and 1976 as
commission in return for its services as sales agent. 4. LAMCO had certain
contractual obligations that involved smaller expenses. For example, SEB
received $150,000 annually for its services as financial advisor.
The payments that LIO and its affiliates made to GOL was based on income
received either from LAMCO or LAMCO-JV. If we look at the
Government's partner in LAMCO, LIO, and compare its payments with its
income from LAMCO, we find that for the period 1965-73 LIO had a total
profit of $81.2 million, of which $41.3 million was distributed to the shareholders. Nothing was paid to Government during this period. However,
when the concession agreement was revised in 1974 it was agreed that LIO
should pay a tax on its dividend from the preferred stock Class C. For the
years 1974-76 this tax only amounted to $0.5 million. Regarding the other
affiliates a total of $11.7 million was paid during our period. We shall
comment upon these payments in more detail when we discuss Granges
returns from the project.
Bethlehem Steel's subsidiary LIBETH received between 1963-76 a total of
$31.8 million tons of iron ore produced by the project. This enabled it to
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earn a surplus of $139.4 million, of which $34.7 million was paid to GOL as
a 50 per cent income tax on its reported taxable profit of $73.3 million. The
substantial difference between the surplus and the taxable profit was due to
two factors: interest payments and a depletion allowance.
LIBETH's financial contribution to the project has been comparatively
small and would not have brought any spectacular interest payments on
loan capital. However, the 1960 Tax Agreement between LIBETH and
GOL contained an extraordinary provision. LIBETH had the right, in
assessing their taxes, '. . .to deduct each year an amount in lieu of annual
interest charges, equal to one-third of the amount that LAMCO deducts for
interest charges in such year on LAMCO's borrowed capital'. This
provision gave LIBETH the opportunity to deduct $37.7 million as interest,
a sum which had no basis in the financial input of the company.
The purpose of a depletion allowance is to compensate the owner of the
subsoil for the depletion of its natural resources exploited for commercial
purposes. The resources depleted were in fact the iron ore resources of
Liberia! The deduction was, in effect, a form of tax holiday granted to the
company. When the 1960 Tax Agreement was negotiated the Government
of Liberia was in the mood to give away free benefits just to prove its
generous and friendly attitude towards foreign capital. Bethlehem took a
chance and requested a depletion allowance, and the request was granted.
The special circumstances that existed when these provisions were included
in the concession agreement exemplify a bargaining situation that is not
uncommon in negotiations between transnational companies and host
developing countries.
By examining LAMCO-JV, LAMCO, LIBETH and LIO we have reviewed
the different income sources available to GOL and it is now time to estimate
the Government's total returns from the project. The total surplus
produced by LAMCO between 1963-76 was $345 million and the surplus of
LIBETH was $139.4 million. Thus, the total surplus of the LAMCO
Project amounted to $484.7 million. The GOL received, mainly through
dividends from LAMCO and income taxes from LIBETH, a total of $133.9
million. This amounted to 27 per cent of the surplus which the project
generated. This should be compared with the 50:50 division of ownership
embodied in the joint venture deal.
Before we continue with a discussion of the causes and consequences of this
surplus drain, it is necessary to analyse Granges' income from the project.
Initially we must admit that this is not altogether easy, as a large part of the
income flow is not recorded in any official financial statements, for
example in the LAMCO or LIO annual returns. Consequently, it is not
possible to present an accurate estimate of the size of Granges' return and
its share of the total surplus. Granges' income stems from many sources as
the company is engaged not only as a shareholder, but also as manager,
sales agent and creditor.
Granges' share of the profit of LAMCO comes via LIO and in turn SLS,
which is controlled by Granges. During the period 1963-76 LIO paid out a
total dividend of $41.3 million. As SLS controlled 75 per cent of LIO we
can assume that the same proportion of the dividend went to SLS — $31
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million. As Granges has 53 per cent of the shares of SLS, we can further
assume that it received the same portion of SLS' return from LIO — i.e. $17
million. This is of course not an exact figure, but a reasonable estimate.
In its role as manager of the mine Granges receives a management fee plus
all expenses incurred in its managerial function (travel, salaries etc.). The
fee was, up till 1972, 7.5 cents per ton of ore delivered. Thereafter it was
raised to 10 cents. By applying this fee to the quantity of ore sold during the
period 1963-76 we arrive at an estimated total management cost of $8
million. To this should then be added the effect of the remuneration of
Granges' expenses of which we know nothing.
Granges also acts as the sales agent of the project. For this service the
company receives 2 per cent on the first 5 million tons, and 1 per cent of
sales in excess of 5 million tons. The sales commissions would be
approximately $14.5 million for the whole period 1963-76. However,
according to the 1959 Sales and Shipping Agreement, Granges is also
responsible for the shipping of the ore. In its capacity as the principal
shipping agent for LAMCO's ore, Granges' ships were assured of the large
LAMCO market. Granges enjoyed the opportunity to influence the cost of
the freight and insurance of the ore it was responsible for delivering. This
placed Granges in the enviable position where it controlled not only the
operating function, but also the whole marketing process. So Granges'
income is not directly related to the profitability of the mine, at least not in
the short-run. This leads sometimes to conflicts between the partners. The
so-called Triton Affair is a good example of this.
The Triton agreement was concluded in 1964 between Granges and a
Belgian iron and steel company, S.A. Metallurgique d'Esperance-Longdoz,
concerning the sale of LAMCO's ore. Esperance-Longdoz needed
additional capital for an expansion programme and requested Granges to
purchase 10 per cent of its shares for $7.5 million. In exchange EsperanceLongdoz agreed to increase its purchases of LAMCO ore from 450,000 tons
per annum to 900,000 tons, and to also extend the original contract period,
1963-68, to 1974. Moreover, Granges would receive 75,000 shares and be
entitled to dividends. However, Granges saw a possibility of further
financial benefits. Together with the Swedish bank, SEB, and Atlas Copco,
the Swedish Triton Syndicate was formed, to act as an investment
consortium. Then Granges, backed by SEB and Atlas Copco, persuaded
LAMCO to pay the new Syndicate a new sales commission, and one higher
than normally paid direct to Granges through Malmexport. This was a
'reward' to Granges for its success in concluding such a large contract with
the Belgian firm.
For the period 1967-74 LAMCO sold a total of 8.1 million tons to
Esperance-Longdoz, at a value of $67.7 million. Granges received, in
regular commission, a total of $1.3 million. But also, LAMCO had agreed
to pay an additional sum of $4.2 million to the Granges-controlled Swedish
Triton Syndicate for the sale of the same quantity of ore. It is these $4.2
million which represent a direct loss to LAMCO and could have been
distributed as dividends. The GOL would then have received $2.1 million;
instead it was deprived of additional revenue and in reality came to
subsidise Granges' investment in Esperance-Longdoz.
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A distinct feature of the capital structure of LAMCO is the role of the
foreign participants as creditors to the company. They have provided a
large part of their investment in the form of debt instead of equity. Such an
arrangement is made primarily for one reason: tax deduction. The
operating company may be able to deduct the interest paid to that affiliate
from its taxable income in the host country. In the case of LAMCO it
affects the amount available for dividends. However, for the affiliate the
arrangement also has the advantage of guaranteeing a stable and secure
return, which is independent of the profitability of the operating company.
A distinct advantage in the marketing of most raw materials, where the
business cycle tends to fluctuate strongly, making profit outlooks difficult
to predict. A third advantage to the affiliate may be that in the developed
country repayment of the principal is not subject to tax. Without the debt,
the repayment would have been a taxable dividend.
These considerations certainly also apply to the foreign participants'
financial involvement in LAMCO. LAMCO's initial investment in the
project, amounted to about $152.2 million, of which $146.7 million (96 per
cent) was obtained as loans. Around $56.4 million (38 per cent) was
provided by the foreign affiliates, SLS and LIO, in the form of interestbearing debentures. SLS contributed $45.4 million of this amount, and the
remainder came from LIO. The interest on these loans was 6.25 per cent. To
this should be added that all the expenses for pre-operation exploration and
feasibility studies were met by SLS and UAAC in the form of interestbearing long-term loans. Before 1960 a total of $29 million had been
advanced for these purposes.
When the original concession agreement was revised in 1974 LAMCO's
senior, subordinated and junior debentures were substituted for preferred
stock, issued in three series, at a total value of $56.4 million. The GOL had
become increasingly aware that the interest payments accounted for an
unreasonably large part of the surplus, which would otherwise have been
available for distribution. By transferring the debentures of the affiliates to
preferred stock, LAMCO's debt/equity ratio was reduced. As it turned out,
this measure had no substantial effect on GOL's revenues as dividends on
preferred stock had priority over Series A common stock, i.e. the GOL's
share capital, and the holders of preferred stocks were entitled to a
cumulative annual dividend of $6.25 per share. However, the 1974
agreement stipulated that LIO, as holder of Series C preferred stock, should
pay up to 25 per cent of the gross amount of dividends to GOL. Apart from
this extra burden on the foreign partners, they were happy to agree to the
requested conversion as neither Sweden, nor Canada, taxed dividends
earned abroad, if there existed a double taxation treaty.
It is obvious that the financial and administrative organisation of LAMCOJV has made it very difficult for the Government of Liberia to exercise any
influence over the operations of the company. The consequences have been
disadvantageous financial returns from the project. The foreign partners
have managed to create loopholds that have made a substantial tax evasion
possible. The GOL's share of the produced surplus has been considerably
lower than what could have been expected from a joint venture between
equal partners.
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Conclusion
The overall conclusion to be drawn from this analysis is that the
exploitation of Liberia's resources has resulted in a substantial surplus
drain. Only around a quarter of the produced surplus has remained at the
disposal of the government, while the rest has been transferred to different
foreign interests. In formal terms the LAMCO organisation was an equal
partnership between the host country and the foreign investors. However,
the concrete effects of the administrative and financial structure was a
reduction in the possibilities available to GOL to exercise any type of
control over the operation.
It is obvious that the arrangement offered many favourable aspects for the
foreign participants. The hierarchical structure of the company made it
possible for Granges to control the whole operation with a minimum of
capital contribution. Furthermore, by sub-contracting the essential
functions of production and marketing to specially created subsidiaries, the
control of the foreign partners was further strengthened. This also meant
that a number of channels for surplus transfer to abroad were opened up.
This transfer was furthermore facilitated by the fact that the profit of the
company was an accounting item whose determination was left at the
discretion of the company itself. In reality therefore the surplus of the
company '. . .is simply that part of the firm's total surplus which it elects
to "impute" to the subsidiary for purposes of tax minimization', to quote
West Indian economist Norman Girvan.
Co-operation with the host government provides the foreign investor with a
number of distinct advantages, as several participants now share the
investment and the connected economic and political risks. The host
government becomes obliged to protect the investment from political
attacks. It is also in the interest of the government to maintain a stable
social environment. Furthermore, as the returns to the government are
directly linked to the profitability of the project, it will be very concerned
about keeping the profitability level of the operation at a satisfactory level
— an objective which is also close to the heart of the foreign investors.
However, in essence this co-operation takes place between unequal
partners, which is of course reflected in the bargaining situation when the
terms of the agreements are drawn up. The position of the state would be
considerably improved if the government exercised its possibilities as a
sovereign state and used the means traditionally available, for example an
active mineral and fiscal policy. It has also been argued, with reference to
the Nigerian situation, that the bargaining situation of a country would be
considerably improved if the economy was so diversified that it did not rely
solely on one or two sectors. For example, the strength of the agricultural
sector in Nigeria improved the bargaining capacity of the Nigerian oil
negotiators — increased capability which resulted in comparatively
favourable agreements with the foreign petroleum companies.
Unfortunately this is a situation seldom found in most African countries, as
the colonial economic structure still persists and few governments can
benefit from this kind of addition to their bargaining capacity.
More important though for explaining the bargaining position of the host
government is the fact that the joint venture agreement creates a situation

84 REVIEW OF AFRICAN POLITICAL

ECONOMY

where the host country has to identify itself rather closely with the interests
of the foreign investor and this, rather effectively, reduces the policy
options open to the government.
An arrangement based on traditional taxation of foreign capital would
place the state in a more independent position vis-a-vis foreign capital and
provide better opportunities for effectuating a redistribution of the surplus
and for controlling the exploitation policy of the company. But this
question cannot be seen in isolation from the existing social structure of the
host country. As long as the ruling groups have a clear comprador
character, close co-operation with foreign capital probably is the optimal
strategy. The identification of the state with the interests of foreign capital
is logical, as such an alliance provides the basis for the continued existence
of a comprador regime. Today the social structure of most African
countries is characterised by the dominance of an elite whose immediate
political and economic interests to a large degree are intimately linked to a
continued exploitation of their natural resources.
It is within this context that the strategy of the Liberian Government can be
understood. Liberia's socio-economic structure, as in most other African
countries, is characterised by the dominance of an elite, whose immediate
political and economic interests are intimately linked to the preservation of
the basic features of the neo-colonial economy. An alliance with foreign
capital, for the exploitation of the resources of the economy, must therefore
be regarded as the optimal strategy for providing the means by which the
survival of the elite can be ensured. Thus the joint venture arrangement we
have studied here was probably quite in line with the objective interests of
the involved parties — foreign capital and the domestic elite that controlled
the Liberian Government.
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Sweden and the Third World:
Development Aid and Capital
Involvement
Kenneth Hermele
Sweden has a certain reputation in the Third World as its aid is less tied,
more in the form of grants, is a greater proportion of national income than
other donors, and is generally directed to 'progressive' countries, like
Mozambique, Vietnam and Tanzania. However, even under the Social
Democratic governments up to 1976, this 'radical' aid policy co-existed with
a general stance of support for the established international economic
order. Since then, and more as a response to crisis than a result of the new
government of the right, aid policy has been more geared to promoting the
further internationalisation of Swedish capital.

The relationship between business interests and development aid is a key
issue of debate in Sweden. The Social Democratic Party — in principle if
not always in practice — opted for a separation of aid and business
interests, whereas the organisations of private capital have tirelessly pushed
for an integration of the two. With total aid provision today at 5 billion
Kroner per year (about 600 million pounds Sterling), it is evident that
potential gains to capital are considerable.
In this paper an attempt is made to describe the different phases of Swedish
policy towards developing countries during the last two decades. The
presumption underlying the paper is that political and ideological forces are
confronted with economic needs and interests, as defined by Swedish
capital, and that these two aspects of reality, closely interrelated and interdependent, are the decisive forces behind Swedish Third World policy.
An analysis of Swedish policy since World War II is largely identical with an
analysis of the policy of the Social Democratic Party which, virtually
without interruption, held power from 1932 to 1976. Even after the election
of 1976, when a bourgeois coalition government took office, the Social
Democrats have remained in focus since they constitute the main social
force formulating alternatives to the present political course. This paper
also tries to view Swedish policy from a comparative perspective. Hence,
Swedish development aid may be considered 'radical' because it is much
better than might be expected from a simple comparison with that of other
industrialised capitalist countries. This should not be taken as a value
judgement of Swedish policy, but simply as a point of departure for an
explanation of the difference between what is and what could be expected.
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An Economy Controlled by Transnational Corporations

The Swedish economy is almost entirely dominated by a handful of
transnational corporations (TNCs) which in 1965 accounted for 68 per cent
of industrial exports; in 1974 their share had increased to 73 per cent. The
dominant position of TNCs in the economy is by no means unique to
Sweden; it is a feature of all industrialised capitalist countries. The degree
of concentration, however, seems higher in Sweden than elsewhere. An
investigation conducted by the National Central Bureau of Statistics into
the 20 largest Swedish TNCs indicates the powerful position of these
companies. In 1975 these 20 TNCs accounted for:
— 42 per cent of all industrial exports from Sweden and 33 per cent of total
exports;
— 91 per cent of total employment in Swedish manufacturing industries
abroad;
— and 61 per cent of the total costs for research and development in
industry.
Considering this extreme concentration of power in the hands of only 20
corporations, it may be thought that for an analysis of the internationalisation of Swedish capital, it would suffice to study the transactions of a
small number of TNCs and from the conclusions thus obtained trace the
course of the economy as a whole. In a later section we shall in fact argue
the validity of this method.
The very influence of the TNCs on economic development in Sweden is
reason enough for alarm since not even the slightest possibility exists for
any outside control of the decision making processes in these enterprises.
From the point of view of democracy, the picture is even more alarming,
since the most important of these companies are controlled by one single
capitalist group, the Wallenberg family: in 1979 two-thirds of all private big
business (i.e. those with more than 500 employees) was controlled by 12
owner groups; the Wallenberg family alone employed almost half, or
220,500 persons.
Another point needs to be emphasised at the outset of this paper: despite a
widespread common belief to the contrary, the state owned sector of the
Swedish economy has remained small, at least up to the present economic
crisis. The Social Democrats chose to influence economic development
through a steady expansion of public ownership of the service sector, while
leaving production in the hands of private capital. It may be maintained
that this was a successful strategy — at least as long as the continued growth
of the private sector made possible the development of a welfare state. Since
the mid-seventies however, this lack of interest in state ownership of
productive enterprises has been replaced by an extremely costly state
intervention, unfortunately, however, not through an offensive thrust into
the very domain of private capital, but rather through picking up the leftovers of no further interest to capital. But before going into a detailed
analysis of developments during the second half of the seventies, let us first
look back on Swedish policy towards developing countries in the sixties and
early seventies.
Swedish policies towards developing countries

Sweden's reputation as a friend of the poor countries of the world is largely
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based on its foreign policy and approach to development aid. Governments
even use this good reputation to justify Swedish participation in much
criticised international organisations, such as the World Bank and the
International Monetary Fund, arguing that if Sweden does not participate,
no one else in these organisations is going to defend the interests of the
poor.
In fact, a number of statements and actions do confirm that Sweden's
policy towards developing countries is better, at least, than might be
expected given the dominance of the Swedish TNCs and a few capitalist
groups. Of course, Swedish verbal support of national liberation struggles
and newly independent nations in the Third World did not entail any
considerable sacrifices either on the part of the Swedish Government or of
Swedish capitalists. Yet, this kind of political support should not be underestimated and it was considered very important, at least by those whom it
concerned. The verbal support was complemented by a few, dramatic
actions in the field of foreign policy. Most spectacular in this respect was
the diplomatic recognition of the Democratic Republic of Vietnam in 1969
and the People's Democratic Republic of Korea in 1973, the first of its kind
by a Western capitalist country.
Although these few but important actions aroused widespread attention on
Sweden and its Social Democratic government, I believe that development
aid is still a more crucial determinant of the reputation that Sweden enjoys.
Since other material is available on Swedish aid policy (see Note at end), I
shall limit myself to underline what I consider its most important
characteristics and the main features that distinguish it from the aid policy
of most other countries with a similar economic structure:
— The Swedish aid budget exceeds the UN-target of 0.7 per cent of Gross
National Product; today, Sweden, Norway and the Netherlands are the
only industrialised countries which have reached or approached the
'magic' goal for development aid of one per cent of GNP. The overall
average for all industrialised countries, in fact, only amounts to onethird of one per cent of GNP.
— Swedish aid is extended almost exclusively in the form of grants and not
of loans.
— Restrictions which force the recipient countries to purchase a certain
amount of Swedish goods and services (tied aid), are less frequently
applied in Sweden than elsewhere, although they are imposed on a
sizeable proportion of the bilateral aid programme (see Table I).
— Most important of all, however, Swedish development aid was granted to
national liberation movements in south-east Asia and southern Africa in
times of struggle as well as after their victory. Vietnam and Mozambique
are today among the four main recipient countries.
Whether these particular characteristics of Swedish aid policy are reason
enough for Sweden's goodwill in the Third World is a matter of personal
attitudes. To my mind, however, it seems that most observers pay too much
attention to these brighter sides of Swedish policy and neglect the more
conservative aspects of the general foreign and economic policy. This is
somewhat surprising, since the latter can be described as both orthodox and
capitalist.
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Under Social Democratic governments Sweden supported the establishment
and preservation of the present economic world order with its various rules
and principles. It strongly backed the international monetary system based
on the dollar. It actively defended all the traditional privileges of capital
such as the freedom to cross borders, the doctrine of free trade, a free
international labour market. Sweden, in fact, was one of the strongest
supporters of the world order implicit in the Bretton Woods Agreement,
designed under the preponderant influence of the United States. Once this
world order began to falter, from the end of the sixties, Sweden tried to
avert any development towards a more regulated and restricted world order.
The reason underlying this attitude is not hard to find: an open world
economy allowed the international expansion of the Swedish TNCs to a
degree that now makes it doubtful whether these companies are any longer
'Swedish' at all.
The Social Democratic model since the Second World War can be described
as an effort to reconcile the long term interests of the dominant groups of
Swedish capital with the shortrun interests of the Swedish working class.
The former were served by an open and expanding capitalist world
economy, which would also allow the expansion of the Swedish TNCs,
while the latter was satisfied by steadily improving living standards in terms
of real wage increases.
In sum: while Sweden's aid policy was independent and fairly radical, its
general economic policy remained traditional and aimed at supporting a
stable and expanding capitalist world order. Consequently, two important
dividing lines became apparent between state policy and the interests of
capital. The first one was between aid and business. While aid was extended
mainly to especially poor and/or radical countries among the newly
independent states in Africa and Asia, business interests in the Third World
concentrated on countries offering larger market opportunities, mainly in
Latin America. In addition, during the period 1963/64 to 1975/76 the
disbursement of aid was concentrated in agriculture, family planning,
education, health and nutrition, whereas manufacturing, the crucial sector
of Swedish capital, was given but little attention and constituted only 6 per
cent of total bilateral aid.
The second division over Third World policy was between government and
big business. Except for development aid and foreign relations, in fact, no
coherent policy regarding developing countries was ever adopted, despite
the constant demands by capital for government support of business similar
to that of other industrialised countries, including investment guarantees,
export credit facilities, a larger share in aid programmes, and state support
of private investments in the Third World. Yet, despite these concrete
demands, the Social Democrats made it a principle to separate aid from
business and did not find it necessary to devise a particular Third World
economic policy — at least not before they lost the election in 1976. Still,
the very fact that the Social Democrats supported and facilitated the
internationalisation of capital clearly limited their own range of action as
well as their choice in carrying out an independent policy.
The explanation of these dividing lines and this incoherent policy, however,
is quite simple. The Social Democratic model of capitalist expansion within

SWEDEN AND THE THIRD WORLD

89

Sweden and abroad combined with improved living standards for the
majority of the population worked satisfactorily during the sixties and the
first half of the seventies. While capitalist expansion was thus secured,
ideological, non-economic forces were in a better position to make their
voices heard. These forces were to be found within the Social Democratic
and liberal parties, and equally important, outside the establishment in the
form of anti-imperialist, solidarity groups. They all were able to gain
ground partly because they did not directly endanger the dominating power
structure, i.e. the TNCs and important capitalist groups, and partly because
big business as a whole did not have any fundamental interests in those
countries of Asia and Africa involved in armed struggle. Furthermore, it
must be kept in mind that even the Social Democratic aid policy was in fact
profitable for individual TNCs both because it led to new orders from the
recipient countries and generally speaking created goodwill for Swedish
business that proved useful in competition with other capitalist countries.
A Third World policy emerges

After the defeat of the Social Democrats in the 1976 election when, for the
first time in 42 years a bourgeois government came to power, something
happened to Swedish policy towards developing countries and blurred the
old dividing lines between aid and business and between business and
general Third World policy. The new approach towards the Third World
was announced in a report from the Ministry of Trade which was made
public a few months after the election. The report contained a host of more
or less co-ordinated actions for promoting Swedish exports, including the
proposal that Sweden should join the Inter-American Development Bank
(IDP) in order to entitle Swedish companies to compete for orders from
investment projects in Latin America financed by the Bank.
For quite some time the possibility that Sweden may join the IDB had been
a controversial issue. Now that it had become an actual government
proposal it was violently opposed by the Social Democrats, although they
themselves had been instrumental in preparing the report. There is hardly
any doubt that they would have also proposed participation in the IDB, had
they not lost the election. It seems that both Social Democratic and
bourgeois parties have to react in more or less the same way when it comes
to economic policies of importance to Swedish capital. This is so when we
look at Sweden's role in the UN, which forces me to further modify my
earlier picture of a 'radical' Social Democratic policy. One would expect
that Sweden, a small peaceful and non-aligned country without colonial
ambitions, to have been in the frontline of the political struggle for the
decolonisation of the Third World. Despite its neutrality, however,
Sweden's stand in the UN, as well as in other international forums, was
more or less identical with that of the NATO countries.
During the fifties Sweden supported the view that decolonisation of a
territory was to be decided by the country which held administrative
responsibility, in other words, by the colonial power. The Sverige och
FOrenta Natioreria (Sweden and the UN) (Stockholm, 1976) study by Bo
Huldt, show that Sweden acted as mediator between the colonial and anticolonial forces and at times even as a 'trojan horse', i.e. as a tool for the
colonial powers to facilitate the transition from direct colonial dominance
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to indirect, neo-colonial subordination.
At the adoption in 1974 of the well-known UN Charter of Economic Rights
and Duties of States (General Assembly Resolution 3281) Sweden publicly
set certain limits for its support of a New International Ecomonic Order,
although it made no further mention of these limits in its subsequent
statements of support for the new order. Sweden requested that
amendments be made to the following points of the Charter:
1. Conflicts about nationalisation should not be handled by national
jurisdiction but by the International Court. (This renders meaningless
the declaration of the 'sovereign right of states to nationalise foreign
property.)
2. Co-operation among primary commodity producers should take into
account the interests not only of the producers but also of the consumers.
(This renders useless producers' co-operatives as a tool for defending the
rights of the producers of primary commodities.)
3. The direct link between import and export prices of developing
countries, the so-called 'indexation' of prices, should be replaced by
world-wide commodity agreements. (Another way of postponing the
issue indefinitely.)
These amendments reflected the general attitude of the Social Democratic
Government in favour of an unrestricted world market and its wish to
subordinate contradictions to common, world-wide interests. Even the
Swedish International Aid Authority, SIDA, commented as follows in a
1976 document on Development Co-operation:
Certain demands from the developing countries presuppose far-reaching interference with the
market economy with regard to both foreign trade and the Swedish economy. In such cases,
Sweden's attitude has been a negative one, e.g. to the demand for a fixed relation between the
prices of raw materials and industrial goods. In cases where the demands of the developing
countries were considered to lead to serious market distortions, to threaten the Swedish
capacity for emergency provisions, or to interfere with the mechanisms of the Swedish capital
market, Sweden has likewise taken a negative stand.

In this connection it may be of interest to mention a particular aspect of
Swedish aid policy. It has been one of the major principles that Swedish aid
should be granted with no strings attached. During the period 1966/67 to
1971/72, in fact, tied aid decreased from 10 per cent to 2 per cent of total
aid provision. From 1972/73, however, the Social Democrats relinquished
this principle and within a few years they increased the share of tied aid to
15 per cent of total aid provision and to as much as 25 per cent of total
bilateral aid provision (see Table I).
Table I in fact shows that the difference in the proportion of tied aid
between Social Democratic and bourgeois governments is indeed small, not
to say non-existent. The figures in this table indicate that the upward trend
in the proportion of tied aid was actually broken by the change in
government in 1976 (first manifest in fiscal year 1977/78). Yet, the
proportion of Swedish tied aid is still considerable lower than in other
industrialised countries: while, in 1975, the OECD average for tied aid was
65 per cent, it was a mere 12 per cent in Sweden. It must be emphasised,
however, that the relevant measure of tied aid depends on its share in
bilateral and not in total aid provisions; official government documents, of
course, always use the latter measure.
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The above brief outline reveals that the Social Democrats limited their
support of important demands from the Third World to those issues which
in no way endangered the functioning of the prevailing world capitalist
system. In the early seventies, Sweden as well as other industrialised
countries were stricken by the world crisis. In Sweden, the Social Democrats
had postponed the effects of the crisis for some years by giving priority to
industrial production and employment, hoping for a new boom which did
not materialise. The crisis altered the conditions for political decisionmaking and it was left to the bourgeois coalition government to formulate a
new policy and start its implementation.
There is hardly any doubt that the Social Democrats, had they remained in
power, would have been forced to act in more or less the same way, just as
the bourgeois government was forced to carry out an unprecedented wave
of nationalisations of crisis-ridden companies in mining, steel production,
shipbuilding, etc. In fact, within only five years, 1977/77-1980/81, the
coalition government, which had continually criticised the Social
Democrats for interfering too much with private capital, poured 50 billion
Sw.kr. into private enterprises to mitigate the crisis. This is almost six times
the amount spent by the Social Democrats for the same purpose during the
preceding five years, and enough to buy the shares of all the companies
listed on the Stockholm Stock Exchange.
The Swedish model, the renowned 'Middle Way', which had worked so
smoothly for three decades, had come to a standstill. At the same time —
and partly due to the global economic crisis — Swedish enterprises
internationalised their production processes to an ever-increasing extent.
With the consequent emergence of a global production process, the former
links between international expansion and the home country were broken.
The presumption underlying the successful Swedish model, i.e. that support
of big business and export industries would serve not only the interests of
capital but also greatly benefit the workers at home, was no longer valid.
Instead, with the new intensity of the process of internationalisation, state
support of capital entailed that the creation of new job opportunities was as
likely to take place in the subsidiaries abroad as at home.
The economic crisis combined with the internationalisation of production
added weight to the demands by big business for a Swedish Third World
policy in the interests of private capital. Other forces, particularly in the
aid-receiving countries, were pushing in the same direction by requesting
financial support for the establishment of manufacturing industries of their
own. Under these pressures the Social Democrats, during their last three
years in office, were already increasing Swedish aid for manufacturing, and
the bourgeois government continued this policy. During the fiscal years
1976/77 to 1978/79 the share of this kind of aid in bilateral disbursements
was as high as 27 per cent as compared to only 6 per cent during the
preceeding 13 years.
A Survey of Swedish Capital Involvement in the Third World

I have stated that an interrelation exists between the growing
internationalisation of Swedish capital and changes in Third World policy.
In this section I will try to prove this assertion.

Table I: Tied Aid and Aid Provisions during Social Democratic (1972/73-1976/77) and Bourgeois (1977/78-1980/81) Governments, in
fiscal years, million of Sw.kr. and percentages.
Totals
Social Democrats
Bourgeois
1972/73 73/74 74/75 75/76 76/77
77/78 78/79 79/80 80/81
(1) Tied Aid
100
200
250
500
600
500
675
650
740
1,650
2,565
(2) Bilateral Aid
960 1,298
1,736
1,987
6,726
10,867
745
2,268 2,465 2,881 3,253
(3) Total Aid
1,250
1,563 2,100 2,860 3,122
3,550 3,870 4,415 5,015
10,895
16,850
(1):(2) as %
13
21
19
29
30
22
27
23
23
25
24
(1):(3) as %
8
17
15
13
12
19
14
17
15
15
15
Source: Sveriges samarbete med u-iandema, SOU 1977:13, App. 4, table 1; Bistand genom SIDA, 1978, App. table 1, p.219; and 1980, p.32; and
App. table 1, p. 199.

Table IV: Employment by 15 Swedish TNCs in Third World Countries (majority-owned affiliates only) in 1979.
Africa

of which Asia of which
Latin of which
Argentina
South
India America
Brazil
Africa
AGA
—
—
_
—
3,060
570
345
Alfa Laval
—
158
145
126
614
414
85
ASEA
67
_
465
_
2,170
1,759
91
Astra
_
134
337
828
307
Atlas Copco
995
614
1,771
799
821
948
68
Electrolux
—
_ 1,380
_
12,686
8,497
73
LM Ericsson
522
_
9,394
1,489
4,282
ESAB
—
_
23
_
573
573
_
Granges
4,516
13
_
_
12
Saab-Scania
135
_
—
_
3,619
2,744
813
Sandvik
934
894 1,360
1,126
1,675
940
265
SKF
980
871 1,704
1,384
3,515
2,435
558
Swedish Match
152
1,522
3,016
355
1,033
Sv Fiakt
640
_
2
1
903
378
152
Volvo
_
_
460
_
717
36
23
8,461
3,764
15 TNCs
2,710 10,400
44,028
19,760
7,943
Source: K. Hermele, Storbolag och utlandsberoende, (Research Policy Institute 1981), Table 5.

Mexico

Total

903 3,060
69
898
247 2,702
184
962
315 3,587
841 14,066
2,883 11,405
_
596
4,541
_
3,754
340 3,969
156 6,199
4,690
226 1,283
_
1,177
6,164 62,889

% Third World Shar
of Total Foreign
Employment
5
36
1
8
4
26
28
2
29
6
22
26
35
18
1
18
7
66
6
54
24
6
10
14
7
33
18
2
2
7
100
25
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The material presented here is largely drawn from a survey published by the
Research Policy Institute in 1981. In this survey we studied 15 of the most
important Swedish TNCs according to their total foreign employment and
the extent of their activities in the Third World. The data thus obtained
were compared with available information on all Swedish TNCs in order to
find out whether our assumption is correct that the degree of concentration
in the Swedish economy is now so high that an examination of but a limited
number of corporations would provide a clear picture of the entire process
of internationalisation in the Swedish economy*.
The 15 companies dealt with in the survey are listed in Table IV. The
Wallenberg-group holds controlling interests in 12 of them. Only AGA,
Sandvik and Volvo are outside the Wallenberg sphere of interest. In the
subsequent investigation of the internationalisation of Swedish capital, the
following aspects have been taken into account: direct investment (both
stocks and flows) and employment by Swedish TNCs in the Third World.
Direct Investments (Stocks): Table II presents on the basis of the most
recent statistics an overall picture of direct investments by all TNCs in
developed as well as developing countries.
Table II: Foreign Investments (Stock) by Swedish Industrial TNCs, Majority Owned
Manufacturing Subsidiaries, Regional Distribution
Employment
1000's)
1960
1970
1974
106
220
183

Assets
(million Sw.kr.)
1960
1970
1974
3,834
15,607
27,050

Total
- of which (%)
Industrialised
countries
83
80
79
87
86
85
Western Europe
68
67
62
69
70
70
Nordic Countries
7
10
9
6
10
9
Other
12
25
15
11
16
15
17
21
13
14
15
Third World
20
10
7
4
Africa & Asia
8
2
2
Latin America
7
12
14
9
12
13
100
Total
100
100
100
100
100
Source: Swedenborg, 3: Den svenska industrins investeringar i utlandet 1970-1974, IUI 1976,
mimeo, tables 3, 4 and 6: Swedenborg, B, Den svenska industrins investeringar i utlandet, IUI
1973, table 13.

Whereas in 1974, investments in developed countries accounted for 79 per
cent of total foreign employment and 85 per cent of all assets abroad, the
comparative figures for developing countries were 21 per cent and 15 per
cent respectively, which indicates that direct investments in the Third World
are more labour intensive. Swedish industrial TNCs in the Third World
employed a total of 57,500 persons (employment in non-manufacturing
subsidiaries included). Moreover, Table II reflects a steady increase in direct
investment in Third World countries during the period 1960-1974. Although
more recent statistics are not available as yet, I will try to show that this
•The survey defines a TNC as a parent company plus any subsidiary in which it holds at least
50 per cent of the shares. This means that only majority-owned affiliates have been taken into
account. A more correct picture of Swedish capital involvement in the Third World would have
also called for an investigation of minority-owned companies, international sub-delivery
systems, joint ventures, global sourcing, etc, on which, unfortunately, no statistics are
available.
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increase probably continued even after 1974.
Direct Investments (Flows). Statistics of the Central Bank of Sweden
provide a clear picture of the growth in Swedish direct investments during
the past two decades. Table III shows that during the period 1961-1980 the
Bank approved a total of 35 billion Sw.kr. for investments abroad, of which
18 per cent went to Third World countries, predominantly in Latin
America. In fact, as much as 74 per cent of total investments in developing
countries found their way to Latin America, where Brazil was — and still is
— the oustanding favourite of Swedish capital, followed by Argentina and
Mexico. During the same period, the sum total of direct investments
increased sevenfold, from 2,452 million Sw.kr. in 1961-65 to 18,098 million
1976-1980, or from 500 million to 3.5 billion Sw.kr. annually.
A very limited part, approximately 15 per cent only, of the capital needed
for direct investments was exported from Sweden. The far larger part was
borrowed abroad, while the remainder comprised goods and services which
the parent companies placed at the disposal of their subsidiaries. Still, this is
not all. Even funds borrowed by the subsidiaries, with or without guarantee
by the parent companies, must be taken into account. Guaranteed loans
contracted by subsidiaries, in fact, often exceed the approvals for direct
investments. In the late seventies they fluctuated between 3 and 5 billion
Sw.kr. a year and for the period 1975-1980 they totalled 23 billion, of which
as much as 27 per cent was contracted for the Third World. Locally
contracted loans without guarantee by the parent company constitute an
unknown quantity of direct investments.
Hence, a sum total of 10-15 billion Sw.kr. a year for direct investments
abroad by Swedish TNCs seems but a conservative estimate of the actual
situation. In this connection it may be of interest to note that aggregate
industrial investments within Sweden during 1974-1978 averaged 14 billion
Sw.kr. annually.
Table III: Direct Investments (Flows) by Swedish companies 1961-1980, Approvals by
the Central Bank, million Sw.kr. and per cent.
7^7-65 1966-70 1971-75 1976-80 1961-80
Total
2,452
5,074
9,394
18,098
35,018
— of which Third World
575
887
1,458
3,499
6,419
%
23
17
16
19
18
— of which Latin America
400
764
2,467
4,749
1,118
%
16
15
12
14
14
Brazil
_
_
564
1,600
_
%
_
_
6
9
Africa
125
56
58
471
710
%
5
1
1
3
2
Asia
50
67
283
561
961
%
2
1
3
3
3
Latin America's share of Third World, % .
70
86
77
71
74
Brazil's share of Third World, %
_
46
*
39
"Brazil's share 1971-80 of approvals for the Third World is 47 per cent.
Note: 80-85 per cent of the sums approved are utilised.
Source: Swedish Central Bank, Yearbooks 1965-1977, VerksamhetsberSttelse (Annual
Reports) 1978-1980.

Compared to the early sixties, the proportion of direct investments in the
Third World has decreased. But since the second part of the seventies a new
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upward trend is clearly evident. Today, considering the large share of
guaranteed loans going to Third World countries, probably one fourth of
all Swedish direct foreign investment goes to developing countries, as
compared with 15 per cent of the stock of direct investments in 1974 (see
Table II).
Employment by Swedish TNCs in the Third World. We now turn to the
survey of the 15 Swedish TNCs (see Table IV). These 15 corporations today
have more than half of all their employees abroad and they contract 75 per
cent of their sales outside Sweden. Expressed in figures this corresponds to
248,000 employees and 91 billion Sw.kr. in sales. Considering that, in 1974,
these 15 TNCs accounted for 87 per cent of foreign employment and 66 per
cent of foreign sales of all Swedish TNCs, it is justifiable to conclude that
our survey of the 15 TNCs can be used to represent the process of
internationalisation within the private sector of the Swedish economy.
Table IV shows that, in 1979, the 15 TNCs employed close to 63,000 people
in developing countries. This corresponds to 25 per cent of their total
foreign employment. The predominance of Latin America is clearly
evident. Employment there was 44,000 or 70 per cent of the total
employment in the Third World. Furthermore, Table IV shows the
particular importance of two of the companies in the Third World. Thus, in
the total employment of the 15 TNCs, the share of Electrolux with its
14,000 employees was 22 per cent and that of LM Ericsson with close to
11,500 was 18 per cent. When Electrolux merged with Granges in 1980, its
share rose from 22 per cent to 29 per cent. In comparison with Tables II
amd Tables III, Table IV shows a greater importance for the Third World.
It is also noteworthy that these 15 TNCs alone employed more than 5,000
persons in 1979 more in developing countries than all Swedish TNCs had in
1974, close to 63,000 as compared with 57,500.
It is highly important, particularly for the trade unions, to determine
whether the capital accumulation in these 15 TNCs is due to the
establishment of new production facilities or to the acquisition of old ones.
An investigation by the Swedish trade union congress (LO) indicates that
the job-creating effect of TNCs is not nearly as large as generally assumed.
Between 1971 and 1976, in fact, the 15 TNCs increased their employment in
Sweden by 46,000; yet, three out of every four of these new jobs were
purchased so that only one was actually created. The increase in their
foreign employment was even higher, 56,000, of which, however, two out
of three jobs were purchased. In other words, the actual creation of new
jobs was higher abroad than in Sweden. The main point, however, is that
today capital accumulation in the large TNCs is essentially achieved by
restructuring existing industrial employment rather than by creating new
job opportunities.
Other Forms of Swedish Capital Involvement in Developing Countries*
The type and degree of involvement analysed so far — direct investments
(stocks and flows) and employment — all point in the same direction: the
•This section is based on my contribution to the OECD Development Centre research project
on 'Changing International Investment Strategies: the "New Forms" of Investment in
Developing Countries', K. Hermele, Sweden and New Forms of Involvement in the Third
World, (Paris, mimeo 1981).
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involvement of Swedish capital in the Third World is on the increase. In this
process of growing capital interests in developing countries, government
policies play a crucial role, indicating that the Third World is becoming of
strategic importance.
In the last few years a number of public and ministerial commissions have
proposed to promote Swedish capital involvement in Third World
countries. The first signs of a new policy could be seen in the wake of the oil
crisis of 1973, when the Social Democratic government increased its efforts
to safeguard Sweden against possible future shortages of oil. Co-operation
contracts already existed with Iraq (concluded in 1962) and India (1972); in
1974-75 new contracts were signed with Iran, Algeria, and Egypt and later
on with Libya and Nigeria, and a co-operation agreement was concluded
with Mexico. Although the overriding objective of these contracts was the
fear of an oil shortage, they also included provisions to increase industrial
and technical co-operation between the partners, thus inviting a closer
involvement of Swedish private capital. The outcome of these contracts and
agreements is still difficult to assess, but a state commission concludes that
this form of co-operation increased Swedish goodwill, enabled Swedish
firms to establish contact with counterparts in developing countries,
hastened the conclusion of projects, increased the flow of information in
both directions, and enabled high level official contacts.
At the time of the oil crisis, these advantages were already considered of
importance to Swedish business, competing for markets with dynamic
growth rates. Growing markets in oil exporting countries increased business
interests in turnkey operations, package deals, and the sale of complete
systems. In 1973, this kind of product constituted 3 per cent of total
Swedish exports; in 1977 it had reached 8 per cent of exports, equalling 7
billion Sw.kr. Most of these sales are accounted for by no more than five
companies: Alfa Laval, ASEA, Bofors-Nobel, LM Ericsson and Skanska
Cementgjuteriet. An investigation by the Ministry of Industry also
estimated that the share of projects in progress going to OPEC countries
was as high as 62 per cent, or 10 billion Sw.kr., with other parts of the Third
World accounting for another 13 per cent (2 billion Sw.kr).
To support Swedish capital in these markets, especially with this type of
sales, the government provided 47 million Sw.kr. (fiscal year 1979/80) to
contribute to firms' costs for tenders, feasibility studies, etc. The objective
is to 'support projects of long-run interest to the development of Swedish
industry'. Consultancy services, often considered as 'gate openers' with the
power to invite the participation of individual firms in the projects they are
engaged in, have also been paid due attention by the government. In a
recent report the sale of public consultancy services is considered to
contribute to Swedish economic growth in the following ways: it increases
exports directly, and also indirectly through the goodwill that public
consultants bestow on the private sector: it clears the road for future
Swedish exports by establishing a Swedish technical and social framework
which favours Swedish firms; one Swedish company is usually included in a
group of five to be asked for tenders; personal and informal contacts are
established, and a completed project will serve as reference for future deals.
All these positive consequences for Sweden are certainly enough to explain
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government support for consultancy firms and feasibility studies. The
major public consultancy firms are active in three traditional Swedish
industrial branches: Swedtel (telecommunications), Swedforst (all aspects
of forestry), and SwedPower (power generation). Their sales are
concentrated in developing countries and the Swedish International
Development Authority, SIDA, finances close to 40 per cent of their total
sales via the aid budget. From the list of major public consultancy firms it
can be seen that there exist powerful private counterparts to at least two of
them: to Swedtel — LM Ericsson, and to SwedPower — ASEA. These are
companies that we already know from Table IV, and from their dominating
position in the field of turnkey operations, etc. Thus, another indicator as
to the interwoven relationship between private and public bodies can be
found here.
Summary and Concluding Remarks

In this paper we have outlined the growing strategic importance of the
developing countries and their specific significance for Sweden and the
Swedish TNCs.
Until the mid-seventies, Sweden's attitude towards the Third World was
marked by two distinctly different policies. One was an articulate, fairly
radical aid policy in favour of countries still fighting foreign oppression
such as Vietnam, Angola, Guinea-Bissau, and Mozambique, or more
traditional recipient countries of long-standing such as India, Pakistan, and
Tanzania. The other was a quiet, yet active, policy in favour of free trade,
free movement of capital across borders, an international monetary system
based on the dollar, i.e. in favour of those forces that had created and still
dominate the present world order. Despite the growing importance of Latin
America, the political and economic situation in Sweden did not call as yet
for a clear-cut economic policy that would favour the interest of Swedish
capital in the Third World. In other words, the existing economic world
order, defended by the United States, was still considered the strongest
guarantee for the further expansion of Swedish capital. Consequently, there
was but little need for state intervention. During this period the
accumulation of Swedish capital was achieved partly by a restructuring of
the internal economy and partly by a large-scale expansion of both exports
and direct foreign investments.
The subsequent economic crisis and the increasing trend towards a new
international division of labour, however, changed the entire situation. The
Third World was gaining in importance at the same time as internal and
external restraints were blocking the traditional ways and means for
Swedish capital expansion. Now the old demand of Swedish big business for
state support and 'competition on equal terms' with the TNCs of other
countries rang out with greater force and a new policy was designed for
future relations with the Third World.
At the inception of this direct promotion of private interests in Third World
countries by the government, there existed a concern that Swedish
corporations would not be capable of fulfilling what the government
promised, a fear that the private sector would turn out to be incompetent or
simply not interested in the deals that were being concluded with developing
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countries. This fear was also felt by the organisations of capital. The
hesitant attitude on the part of public and private bodies alike has now been
replaced by an outright offensive, directed at combining the different
aspects of Sweden's presence in the Third World to support the expansion
of Swedish capital.
When, in 1977, a Swedish Fund for Industrial Cooperation with Developing
Countries, Swedfund, was being proposed, the entire complex of aid,
business interests and developing countries came into focus. In 1978
Swedfund was constituted with an authorised capital of 100 million Sw.kr.,
financed via the aid budget. Its objective is to promote joint ventures in the
Third World between Swedish capital, local partners, and the Fund itself.
Swedfund promotes projects primarily in the aid receiving countries, but
may also consider other Third World countries, which pursue a
development strategy consistent with the aims and targets of the Swedish
development co-operation programme. Swedfund has not been at work
long enough to make it possible to judge its importance. In principle,
however, it is clear that Swedfund constitutes the most outspoken breakaway so far from the traditional Swedish separation of aid and business.
Financed with aid money, Swedfund is to be run as a profit earner in its own
right, at the same time serving the interests of Swedish capital and those of
the recipient countries.
A much debated issue is whether public support should be of a general
character — i.e. applicable to all developing countries — or whether the
support should be limited to politically-approved-of aid-receiving countries.
This question has not been finally settled. There still exists a mixture of
these two approaches, where, for example Swedfund and the provision of
mixed credits still emphasise the political dimensions, whereas public
consultancy activities clearly aim at profits only, and export credits and
state support of feasibility studies, consultants, turnkey operations, etc.,
are seen as simple tools to promote the position of Swedish capital in a
setting of fierce international competition. The political selection of certain
developing countries, however, in no way rules out benefits to Swedish
corporations, which is clearly shown in the recent ministerial report on
mixed credits. Mixed credits should finance imports from Sweden which
increase the developing country's balance of payments or otherwise enhance
its development, while at the same time, they should be reserved for
business deals which lead to an 'expected future demand for Swedish goods
and services'.
The importance of SIDA in opening up new markets to Swedish capital has
also increased during recent years. This influence used to be more of an
indirect nature, increasing Swedish goodwill in general. Today, a large
share of SIDA's aid disbursement is industrial aid, an important change
from the sixties and early seventies. The increment in industrial aid partly
reflects demands from the recipient countries, and partly demands from
Swedish capital for a greater share of Swedish aid provisions. The net result
is to add new access routes by which Swedish firms increase their presence in
the Third World.
The change in policy occurred in the mid-seventies, just as the Social
Democrats had lost an election for the first time since 1932. It may seem,
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therefore, that the new policy was entirely a result of the change in
government. However, the new policy was a response to objective economic
needs. Even a Social Democratic government would have been forced to
deal with the very same pressure and needs. In fact, shortly before losing the
election, the Social Democrats had begun to formulate a new policy very
similar to that which the bourgeois government was to introduce.
Instead of co-ordinating the new policy with the basic political aspects of
the radical foreign aid policy, as demanded by the advocates of a New
International Economic Order, Sweden is now implementing a policy
aiming primarily at serving the interests of the TNCs and their expansion in
developing countries.
The international economic crisis and the subsequent restructuring of the
capitalist world economy will, of course, also affect Sweden's attitude
towards the Third World. There is hardly any doubt that during the eighties
the gap between a comparatively radical development aid policy and an
overall conformist economic policy will become still more apparent. On the
one hand, the aid policy will be continued more or less along former lines,
since besides creating goodwill for Sweden, it has also proved advantageous
for Swedish companies. In fact, the aid-receiving countries purchase goods
and services in Sweden over and above the amounts they are bound to buy
through tied aid. About half of the bilateral aid is actually spent in Sweden,
whereas only one-fourth is explicitly designed as tied aid. A recent study
points out that the 'recycling' of total Swedish aid provisions amounts to 40
per cent although the production of tied aid is only 15 per cent (see also
Table I). Furthermore, there is a rather strong political lobby supporting a
radical aid policy in the Social Democratic and liberal parties, as well as
within the solidarity movement and the left in general. The conformist
overall economic policy, on the other hand, will now move forward with
overwhelming force to enhance business and create equal conditions for
competition with the TNCs from leading capitalist countries.
It may be argued that a forecast of future Swedish Third World policy
cannot be made without considering the political party likely to be in power.
My primary objective, however, has been to point out the restraints on
economic policy-making that have emerged during the last five years. Since,
in my opinion, these restraints will decide the possible achievement of any
economic policy within the present national and international framework,
the political colour of the government is of but minor importance.
The law prohibiting new Swedish investments in South Africa provides a
good example of the character of the emerging Third World policy (see Maj
Palmberg's article in this Issue). It is a unique law and the first of its kind to
restict already established Swedish companies in a foreign country and to
prevent the entry of new ones. Yet, strict as it may seem, it also stipulates
exemptions, allowing the settled companies to replace old equipment
provided they do not increase their productive capacity — which they can
hardly avoid doing. In fact, most applications for investments in new
machinery have been approved so far. The law concerning investments in
South Africa is thus radical in words but responsive to capital's need in
practice. The story behind the law likewise indicates the forces that now
decide Swedish Third World policy. Since the Social Democrats had refused
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to take unilateral action against South Africa, it was left to a bourgeois
government to formulate and implement this law. This is rather surprising
since bourgeois parties are hardly known for being in the front-line when it
comes to restricting the freedom of capital. In this case, however, it proved
less surprising after all, since Nigeria had threatened to disfavour any
company that refused to limit its involvement in South Africa. Of course,
the risk that Swedish companies may be disfavoured in black Africa was not
the sole reason behind the law, but there is hardly any doubt that it
accelerated its inception.
This paper mainly emphasises the divisions and contradictions in Swedish
Third World policy. In order to avoid undue emphasis on these divisions, I
want to conclude by pointing to another important tendency in Swedish
Third World policy: the effort to reconcile the contradictions and find ways
and means to integrate seemingly opposite positions. The Swedish Social
Democrats still are the most ardent advocates of such a policy. Under the
slogan 'Massive transfer of resources to the Third World', they have
proposed a kind of new Marshall Plan to solve the problems of the poor
countries and at the same time to mitigate and fight the economic crisis in
the industrialised capitalist countries. They emphasised this dual objective
in a motion to the Riksdag (Parliament) in 1977:
A massive transfer of resources to developing countries promoting their economic
development and activity would thus be in the self-interest of the industrialised countries. It
would lead to an increased demand for their export goods and, given the present recession,
provide a longer 'respite' for the necessary structural adjustment.

A massive transfer of resources is also part and parcel of the
recommendations of the Brandt Commission, of which Olof Palme, former
Social Democratic Prime Minister of Sweden, was a member. The
resolutions of UNCTAD V in 1979 include a similar request, partly due to
the efforts of the Swedish delegation.
However, while a successful implementation of such a transfer certainly
would help the industrialised countries to overcome the present economic
crisis, or at least give them more time to restructure their economies, it
would at the same time support and stabilise most of the existing
reactionary regimes in the Third World. Furthermore, it would sustain the
process of international dependence in a country like Sweden and thus
encourage a further restructuring of the economy according to the needs of
an envigorated world capitalism. This, in turn, will lead to an increasing
internationalisation of the production process and further diminish the
prospects for a more self-centered and independent Swedish economic
policy.
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Briefing
SWEDISH COMPANIES OUT OF SOUTH AFRICA?
Maj Palmberg
In 1979, Sweden was the first capitalist state to impose a ban on new
investment in South Africa. It is now illegal for Swedish companies to start
new enterprises in the South African market. But, contrary to some misapprehensions abroad, the ban does not involve a withdrawal for Swedish
companies operating in South Africa. These include several dynamic, hightechnology corporations. The business community is campaigning to
abolish this law and to find loopholes to circumvent it. Today, much of the
political struggle on the South African issue in Sweden is focused on the
struggle around this legislation.

Sweden is the only Scandinavian country with significant capital investment
in South Africa. This investment gathered momentum in the post-war
period and picked up again in the early seventies. And, apart from
investment in iron-ore mining in Liberia, South Africa is by far the most
important target for Swedish investment on the African continent. 'We do
not believe that ASEA's directors necessarily love apartheid. But like all
companies they love profits and that is why they are in South Africa', said
Thabo Mbeki of the African National Congress of South Africa in a public
meeting in Sweden some years ago. Perhaps this is the essence. There is little
ideological nor even economic commitment on the part of Swedish
corporations to apartheid. Apartheid understood as a series of laws
regulating the movement of black labour, serves as a system for the supply
of cheap labour. But, in fact, Swedish Corporations, producing hightechnology products, do not employ significant numbers of black labour.
Their labour requirements are for highly-skilled labour, jobs that in South
Africa are reserved for whites.
Swedish Corporations in South Africa

The figures of Swedish investment in South Africa are relatively
insignificant when compared with the major foreign investors — the UK,
the United States, West Germany, France and Japan. Sweden has a dozen
companies engaged in production in South Africa — out of a total of
perhaps two thousand foreign companies — with a total of 7,800 employees
and a turnover of some five million Rand (1976). But these relatively
insignificant figures disguise the strategic importance of Swedish
investment.
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Swedish Mining Equipment

Swedish companies are major suppliers of equipment to the pivotal mining
sector in South Africa. ATLAS COPCO (registered in South Africa as
DELFOS & ATLAS COPCO) has a plant in Benoni (outside Johannesburg)
producing rock drills and portable compressors with a labour force of about
one thousand and supplying the mining industry, South African Railways
and the car industry. The Company has about 30 per cent of the South
African market for pneumatic drills.
Components for ATLAS COPCO rock drills, special steel crowns, are
supplied by another Swedish company, SANDVIK — a business which
SANDVIK acquired in 1973 when it bought out the largest special steel
company in Britain, Wickman Wimet, together with its South African
affiliate. SANDVIK has some 900 employees in South Africa.
Yet another Swedish mining equipment company is FAGERSTA which
produces drilling equipment and cutting tools at a plant in Springs,
Transvaal, employing some 250 workers. Two other companies, SKEGA
and ALVENIUS also supply and distribute mining equipment in South
Africa.
Given the problems of labour supply in South African mines and the need
for mechanisation, the Swedish contribution is important. But access to
South African mining expertise is also important to Sweden since some
research and development on Swedish mining equipment is carried out in
South Africa.
ATLAS COPCO is also active in Namibia. Its South African PR-bulletin
Pneumatics (No.53, 1979) displays pictures of a special rig, Picchio,
designed for drilling in open cast mining and to be used in Rossing's
uranium mine. According to the Windhoek Advertiser (11 April 1980)
ATLAS COPCO 'is rapidly expanding and its location in South West
Africa will enable greater flexibility for providing the local mining
community with a complete service'.
The South African mining sector is also important to the Swedish economy
in other ways. Eight Swedish companies (including FAGERSTA and
SANDVIK) are dependent for their production of special hard steel on
imports of ferro-chrome from South Africa. Ferro-chrome makes up some
40 per cent of Swedish imports from South Africa (fresh and canned fruit,
another 40 per cent).
Swedish Farming Equipment

ALFA-LAVAL (its South African subsidiary is called STAL-LAVAL) was
the first Swedish corporation in South Africa and today enjoys a virtual
monopoly for some of its products — such as stainless steel tanks for milk
storage, separators and heat exchangers, in the dairy and agricultural
sector. Recently, ALFA-LAVAL has entered the alternative energy field.
According to the Star (16 February 1980) 'ALFA-LAVAL South Africa has
put South Africa in the forefront of fuel economy research by supplying a
pilot plant for the production of ethanol worth more than 100,000 Rand to
the University of the Orange Free State in Bloemfontein'. Much
development work had been involved before the plant was commissioned.
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This led to protest from the ANC President, Oliver Tambo. ALFA-LAVAL
later claimed that the plant was not a donation but an outright sale. This
project indirectly involves the Swedish state since ALFA-LAVAL in
Sweden had received state funding for research and development of
alcohol-based fuel production although a pilot plant has yet to be
established in Sweden itself.
The major alternative energy project in South Africa is the SASOL project
for the production of oil from coal. At least four Swedish firms are subcontractors to the American Flour Corporation which has1 a SASOL
construction contract: ATLAS COPCO, ALFA LAVAL, SANDVIK and
FAGERSTA.
Swedish Ball-bearings

Until recently, the Swedish Ball-bearing Company, SKF, was the only ballbearing producer in South Africa, with a virtual monopoly of the market.
So powerful was SKF that they demanded and got tariff protection from the
government when the local SKF manager threatened to pull out. SKF has
plants outside Johannesburg and in Uitenhage, outside Port Elizabeth —
the centre of the South African automobile industry. SKF also imports ballbearings from Sweden and claims to supply half of the South African
automobile market.
An embarrassing field of enquiry for SKF is their role as a supplier of
military equipment. Earlier, SKF had flatly denied any contribution to the
South African arms race but, in effect, retreated from this claim in an
interview in the Swedish paper Dagens Nyheter (February 1981) when an
SKF director stated that 'we do not know who buys our products from our
numerous sales agents'.
In fact, it is extremely likely that SKF supplies the South African
armaments corporation, ARMSCOR, will ball-bearings used in the
production of military vehicles. This is indicated by the fact that SKF is on
the list of National Key Points Industries. This list was set up under the
terms of the National Key Points Act of 1980 designed to protect strategic
industries against sabotage etc. This information has been 'leaked' since the
1980 Act forbids companies revealing whether or not they are on the list. In
fact it is difficult to conceal this information since such strategic plants are
protected by special commando forces and their full-time white employees
are required to undergo special military training. In the metal workers strike
of June 1980, (which also affected the SKF plant) the whole industrial area
in Uitenage was occupied by police and army units. Swedish solidarity
groups, the Africa Groups, wrote in a background document on Swedish
Companies' involvement in South Africa's total strategy, that 'if SKF did
not yet in 1980 have its own private army, the strike must have speeded up
the decision to order SKF to establish one'.
Swedish Cars in South Africa

Sweden has two car-producing firms — Volvo and Saab-Scania. Both are
involved in South Africa. Volvo's General Manager, Per Gyllenhammer,
stated in 1974 that the company would never invest in South Africa because
of that country's racial policies. Shortly afterwards Dagens Nyheter
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revealed that Volvo cars had been assembled in South Africa since the 1960s
by Volvo's General Agent in South Africa, Lawson Motors. A major shareholder in Lawson Motors was a certain John McKelvie from Scotland,
manager of Volvo's subsidiary in that country. Until the early 1970s, several
thousand Volvo cars and trucks were assembled annually in South Africa.
According to an official Swedish investigation of investment in South
Africa, Volvo ceased production and sales in South Africa in 1977 but
promised to continue to supply maintenance services and spare parts.
Recent reports indicate that Volvo is still active in South Africa.
Nor is the full extent of SAAB-SCANIA activities in South Africa known.
Scania's representative in South Africa is a sales company, MalcolmessScania, with offices in Pinetown, Natal. According to the South African
Digest (12 September 1980), Malcolmess sells some 10 Scania trucks a
month.
ASEA Electric — Rapid Growth

ASEA ELECTRIC is not only the largest Swedish company in South Africa
but is also one of the most rapidly expanding companies in the country.
During the years 1975-1979 sales grew by 40 per cent annually. It has two
plants in South Africa. One in Rosslyn, outside Pretoria, producing high
tension cables and another in Pretoria which makes transformers. In 1978
ASEA had some 1,600 employees in South Africa.
ASEA is the only Swedish company whose shares are quoted on the South
African Stock Exchange. The parent company is VSsteras, Sweden, claims
that the South African firm is an independent company over which it has no
control. There is some truth in this since ASEA, Sweden, owns only a
minority share, the rest are South African owned. The Swedish Government
has accepted this claim and the provisions of the act banning new
investment thus do not cover ASEA, the single biggest Swedish company in
South Africa.
Other Swedish Companies in South Africa

ELECTROLUX used to produce vacuum-cleaners in South Africa, but
ceased operations in 1976. The company diversified into cleaning services
and created Supervision Cleaning Services which expanded rapidly in the
1970s. This is the only Swedish company in South Africa which thrives
mainly on the supply of cheap, unskilled black labour. Tetrapak rents
packaging machines for juice and milk to South African companies. Avesta
South Africa is a sales company for one of Sweden's largest industrial
congolmerates, the trading company, A. Johnson, which has its own
production company in South Africa, the Electrolytical Metal Corporation.
Two other major sales organisations in South Africa are the Scandinavian
Airlines System (SAS) — Jointly owned by the Swedish, Norwegian and
Danish governments — and the Transatlantic Shipping Line.
The 1979 Act

Until 1976, no Swedish political party was prepared to demand unilateral
economic sanctions against South Africa. Official government policy was
that only multilateral sanctions by the UN Security Council could be
effective. But that year the ruling Social Democratic government under
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Prime Minister Olof Palme signalled a change of course. Influenced by the
brutal suppression of the Soweto demonstrations and by the persistent
demands of the African Naitonal Congress, the Social Democrats argued
that it was morally necessary and politically feasible to take unilateral
action.
The Act was passed after the Social Democrats had lost an election and the
Liberal party had come to power. The Liberals supported the measure out
of yet another consideration, Swedish prestige and markets in other African
countries. Shortly before the bill was passed the Swedish Trade Minister
visited Nigeria to negotiate Swedish purchase of Nigerian oil. On signing the
contract, the Swedish minister declared that it had been achieved 'thanks to
the Swedish prohibition against new investments in South Africa'.
This view, the prospect of better access to other African markes, was not
initially shared by the Swedish business community who fought the bill's
passage through Parliament. In this, the Federation of Swedish Industries
(Industrifdrbundet) was backed by the Swedish Conservative Party who
objected violently to the bill: the first legal restriction on the export of
Swedish capital. The parties that supported the bill — the Social
Democrats, the Liberals and the Centre Party — did so on the clear
understanding that the bill would not prohibit re-investment. A complete
withdrawal of Swedish interests in South Africa was even further from their
minds. Indeed they argued for a continued Swedish presence as their
Parliamentary committee report clearly states:
We axe prepared to accept a situation in which Swedish firms can continue in South Africa and
Namibia until the apartheid system has been abolished. It is of value that in this way Swedish
industry continues to have a foothold in the South African market until the time comes when
the black majority gains power in the country.

This position has been heavily criticised by the South African solidarity
movements in Sweden (the Africa Groups) and by the 'Isolate South Africa
Campaign' which comprises the youth organisations of all political parties
except the Conservatives and a score of religious, political and trade union
organisations. They have pointed out that the idea that Swedish interests
should somehow hibernate until majority rule is achieved pre-supposes a
form of peaceful transition to majority rule and that the operations of these
corporations and business interests is somehow neutral in the struggle for
South Africa.
But on its own terms the investment prohibition involves some progressive
features. The Act constituted an attempt to go as far as was deemed legally
possible to prevent further expansion of Swedish investment. Some
Conservatives even argued that the act was unconstitutional since it not only
prohibits new Swedish investment in these corporations but also investment
from other sources. Since only some 10 per cent of capital investment in
South Africa is financed by direct transfers of currency from Sweden (most
fresh investment is financed by loans raised on the South African capital
market and by re-investment) this provision at least gives the Act some
meaning. As do the provisions that make the parent companies responsible
for breaches of the act and their owners and managers liable to a maximum
penalty of two years imprisonment.
But these provisions and good intentions are seriously compromised by a
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series of loopholes that allow exemptions to be made. One such loophole is
the distinction made between investment in new plant and machinery and
investment in the replacement of existing plant, improved working
conditions etc. Within two weeks of the passage of the act, ALFA LAVAL
applied for exemption in order to replace machinery servicing separators.
The new machinery would both replace existing plant and increase output
and pin-pointed the absurdity of distinguishing between replacement and
new investment. The exemption was finally granted. (Meanwhile it was
reported in the Sunday Times of South Africa that ALFA LAVAL was
moving to a new factory at Isando in the Transvaal and aimed to increase its
turnover by 50 per cent by 1983.)
SANDVIK was the next firm to apply for exemption in order to install new
machinery to a value of nearly one million Swedish crowns (roughly 100,000
pounds sterling). The application was treated as confidential. The Board of
Commerce, which handles exemption applications, had first to consider
whether SANDVIK had already infringed the law since there were reports
from South Africa that a new SANDVIK plant for the coating of tungsten
carbide inserts had just been opened. SANDVIK was able to persuade the
board that the actual investment for this new plant had been made before
the passage of the Act. SANDVIK were also granted the exemptions they
sought. By a supreme irony, this exemption was granted on the day of the
Matola Raid by South African commandos on ANC buildings on the
outskirts of Mozambique's capital, Maputo. One of those killed in the raid
was the trade union militant, William F. Khanyile, who only a year earlier
had visited the SANDVIK workers in Sweden and appealed for their
support. The SANDVIK exemption was approved despite the reservations
of the Liberal party, a member of the coalition government, and was
regarded as a victory for the conservatives.
The practice of granting exemptions has seriously eroded the 1979 Act. In
March, 1982, ATLAS COPCO was granted an exemption to the tune of 3.5
million Swedish crowns (about 300,000 pounds sterling). The rate at which
exemptions are granted is on the increase. As at the end of April 1982,
exemption applications totalling 20 million crowns (over two million
pounds sterling) were being considered and, despite the protests of the
Africa Groups and rumblings in the trade union movement, it is likely that
these will be granted.
Conclusion
The Swedish connection with South Africa has so far not been weakened.
Investment continue. Furthermore the volume of Swedish exports to South
Africa is rising rapidly, in 1981 by 11 per cent. This indicates some
circumvention of the law, which makes no restrictions on trade. Hence
direct sales from Sweden can replace sales from plant in South Africa.
Currently, a state commission is examining existing legislation and
specifically what measures can be taken to prevent the export of Swedish
technology to South Africa and to close up existing loopholes. Some of
these are large. Private sources reveal that a Swedish company in Karlstad
managed to sell a whole turnkey cellulose plant to South Africa without any
public notice.
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At the end of 1981, the first report on the activities of Swedish companies in
South Africa was compiled by the Board of Trade. The 'Isolate South
Africa Campaign' immediately demanded prosecution of several companies
for breaching the ban on new investment and thorough scrutiny of other
companies. Two companies — BAHCO and ELECTROLUX — have in
this period acquired subsidiaries in South Africa. Four companies — SKF,
SANDVIK, TRANSATLANTI and ALVENIUS — have invested without
permit. ESSELTE (makers of office equipment), SALA INTERNATIONAL and ASEA have not been asked to submit reports to the state,
despite their presence in South Africa. The Isolate South Africa Campaign
also pointed to a sham sale in which the metal company, ESAB, sold out for
the ridiculous sum of 25,000 Swedish crowns shortly after being given
permission to invest 15.9 million crowns!
This briefing has indicated the size of the gap between the rhetoric of the
Swedish Government's anti-apartheid stance, and their practice. The public
campaign to cut investment and isolate South Africa has mobilised many
people and achieved some results. As a result of a consumer boycott, fruit
imports from South Africa have been reduced for the first time in years. But
an effective ban on Swedish investment in South Africa would require
outside pressure. Either in the form of sanctions against Swedish companies
that operate in South Africa by other, especially African, states, or by the
African National Congress carrying out its threat that such companies can
be the target for industrial or military action.

Book Appeal
One side effect of the horrors of the Amin regime, of the war in Uganda, of the
continued conflicts and a precarious economic position is that the intellectual
community there has been starved of new books for a decade. Our Contributing Editor
there is trying to repair the situation and asks for readers to send left wing books and
journals to: Mahmood Mamdani, Dept. Library, Political Science Dept., Makerere
University, PO Box 2875, Kampala, Uganda.
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Bereket Habte Selassie, Conflict and Intervention in the Horn of Africa
(New York: Monthly Review, 1980), pp.211; $15.00.
Basil Davidson, Lionel Cliffe and Bereket Habte Selassie, eds., Behind the
War in Eritrea (London: Spokesman, 1980), pp.150; £3.50.
Internal conflict and external intervention have characterised African
society since the slave trade, but today they are nowhere more intense than
in the Horn of Africa, subject of this penetrating new essay by Bereket
Habte Selassie. The author is particularly qualified to examine the interplay
between internal conflict and foreign intervention, for he is an Eritrean
trained in international law in London who served as Attorney General of
Ethiopia, then resigned in protest against human rights violations,
especially in Eritrea, and ultimately joined the Eritrean People's Liberation
Front (EPLF). He now teaches in Washington, D.C.
Bereket succeeds notably in disentangling the political complexities of the
region to show how the development of the revolutionary forces, especially
in Eritrea, Tigrai, the Ogaden and Oromia, is proving more decisive than
any intervention by the big powers in resolving the class and national
conflicts there. The author also helps to clarify the profound implications
of the changes taking place.
At the centre of the conflicts in the region is the Ethiopian state. It is
Bereket's original and persuasive thesis that that state was created on the
twin foundations of feudalism and imperialism. It is widely recognised that
the old regime of Emperor Haile Selassie had its base in the semi-feudal
landlords who controlled the greatest part of land and production. What
must be further understood, however, is that much of the land so held was
taken by force over the last 125 years. As founder of the modern Ethiopian
state, Menelik was architect of the conquest of Tigrai, the Ogaden, and the
south-central highlands of the Oromos, a strategy extended and
consolidated by his successor Haile Selassie. The emperors rewarded their
officers with grants of captured land to settle, while the indigenous peoples
were dispossessed, repressed, and exploited. Ethiopia is thus an empire
state.
The mass uprising of 1974 which overthrew Emperor Haile Selassie ended
the rule of the landlords, but when the military junta known as the Dergue
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came to power in the wake of the uprising, they took over the old state
structure and renewed the suppression of the conquered peoples and nations
which, as military officers, they had carried out for so long under the
Emperor.
The longest and bloodiest of all the African wars of liberation is now in its
20th year in Eritrea, but other wars are now also going on in Tigrai, the
Ogaden, and in much of the southern land of the Oromos, all within the
borders presently claimed by Ethiopia. The case of Eritrea is distinct in that
it came under Ethiopia's rule only very recently, when it was forcibly
federated to its larger neighbour by the Western powers, acting through the
United Nations in 1952. Eritrea came to nationhood through the familiar
process of resistance to European colonialism. In this case, it was resistance
to Italian colonisation from the 1880s to 1941, and then to British
occupation from 1941 to 1952. The subsequent federation (and later,
annexation) of Eritrea to Haile Selassie's semi-feudal and colonial rule was
one of the more openly cynical moves of the United States as it supplanted
European colonialism in much of Africa and Asia. Secretary of State John
Foster Dulles put the case bluntly at the UN:
From the point of view of justice, the opinions of the Eritrean people must receive
consideration. Nevertheless, the strategic interest of the United States in the Red Sea basin and
considerations of security
and world peace make it necessary that the country must be linked to
our ally, Ethiopia.1

In detailing this history, Bereket makes clear that 'the Eritrean question is a
colonial question, not an issue of secession', and 'at the same time, the
Eritrean struggle is an anti-imperialist struggle, for Haile Selassie's alliance
with the United States, his military and economic dependence on it, and the
United States' tacit support of his colonial ambitions have turned Ethiopia
into a neo-colony and thus brought the entire question into the realm of
international politics' (p.63).
While Eritrea presents a clear case of outright colonialism stemming from
the European carve-up of Africa, the incorporation of Tigrai, the Ogaden,
and the Oromo territory into Ethiopia has followed a somewhat different
pattern and those peoples are at different points in the nation-building
process. A major contribution of Bereket's book is to give us a wellresearched outline of this history and of the current state of these struggles
— for self-determination, as defined by the Tigreans and the Western
Somali, and for independence in the case of the Oromos. Most importantly,
the writer's identification of the colonial nature of the Ethiopian empirestate shows the Eritrean war for independence to be a challenge to the very
nature of the Dergue's regime, and thus intimately linked to the other
struggles of the region. A military junta which has staked its legitimacy on
maintaining the old Ethiopian imperial borders and which rules through its
army cannot afford to be defeated in a colonial war.
In explaining the deep historical roots of the various struggles, Bereket
shows why the attempts by outside powers (Italy, Britain, the United
States, and now also the Soviet Union) have met with such frustration. His
contention that it is ultimately the forces within the region which shape its
destiny stands in sharp contrast to the predominant views, both Western
and Soviet, which picture the region as a chessboard for the geopolitics of
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the big powers.2 Competition between the West and the Soviets for the
Dergue's loyalty has resulted in enormous outside support for it. Since
1978, Russia has provided massive military aid and advisors to Ethiopia,
while the US and the EEC have provided the economic support needed.
This combined aid has encouraged the Dergue to mount a counterinsurgency war of genoicidal proportions, turning all of Eritrea into a freefire zone where camels and crops are targets along with the people. In
response, the EPLF has conducted a strategic withdrawal from the cities
and by late 1981 has extended its organisation and its military operations
over the entire countryside, and has deepened further the political
mobilisation of the population in support of the strategy of people's war.
The one area of the book which is not treated in detail is the remarkably
deep social revolution being carried out as part of this strategy. The social
revolution, and indeed most aspects of the people's war, is well described,
however, in a companion volume, a collection of symposium papers entitled
Behind the War in Eritrea. Especially notable are the papers by Francois
Houtart summarising the process of social change, by Tony Barnett
detailing this in the case of agriculture, by Lars Bondestam on the economic
penetration of the Horn by the countries of Western Europe and their
support for the Dergue, and by Dan Connell on the states of the military
struggle. These papers show how the EPLF's programme of organising the
people into the mass organisations of the Front — the Workers'
Association, the Peasants' Association, the Petty Bourgeois Association,
the Women's Association, the Students' Association, and the Red Flowers
(the children's organisation) — has provided the key to sustaining a
protracted war and maintaining a genuine self-reliance. The
crucial role
being played by women in all areas is discussed too briefly.3
Although little understood, the implications of the conflicts in Eritrea and
the Horn for the rest of the world are great. The success of the EPLF in
deepening and extending the Eritrean revolution while withstanding the
most massive assaults is demonstrating that a small, poor country, fighting
with almost no outside support, can win against both the United States and
the Soviet Union. The EPLF has given deeper meaning to the concept of
self-reliance as a cornerstone of independence.
The liberation war in Eritrea marks a transition in the revolutionary process
in Africa, for it is both a fight for independence from direct colonial rule,
and thus a part of the last wave of African decolonisation, and at the same
time a struggle against an African state, Ethiopia, which is one of the most
prominent in the neo-colonial order. The success of the Eritreans will open
the way for resolving many of the contradictions of neo-colonialism in the
region, including the self-determination of the Tigrai, Western Somali, and
Oromo peoples. The solutions imposed by the colonial powers to the
problems of post-independence Africa, including the question of
boundaries, are giving way to new revolutionary pressures. The success of
the Eritrean revolution will also have a major impact in the Middle East,
where the intervention of outside powers has so long limited the growth of
revolutionary movements.
Together these two books provide an essential understanding of the
conflicts reshaping Eritrea, the Horn of Africa, and the whole continent.
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The strength of the indigenous revolutionary forces is putting new limits on
foreign intervention in the region, and by example, everywhere.
Robert McBride
Robert McBride is Lecturer in Community Studies at Merrill College, the University of
California at Santa Cruz. Africa Today publ.31 March 82.
1. Cited in Conflict and Intervention, p.58.
2. See especially Chester Crocker, Assistant Secretary of State for Africa in the Reagan
Administration, 'The African Setting: Two Views on the Horn', Washington Review of
Strategic and International Studies, April 1978 and for the Soviet view, New Times
(Moscow), No.32, 1977, and Kessings, p.28992.
3. For the EPLF views and programme, see the pamphlet Women and Revolution in Eritrea
by the Eritrean Women's Association in Europe (Rome, 1979), and for documentation on
the profound advances in Women's liberation already being made, see the independently
produced West German film, Frauen Im Welt, IV: In Dienst der Revolution, shown in
English as Women: the Decisive Factor or Women and Revolution in Eritrea. Pamphlet
and film are both distributed in the US by the National Union of Eritrean Students in North
America, POB 778, NY, NY, 10025.

David Pool, Eritrea: Africa's Longest War (London: Anti-Slavery Society,
1980), pp.78; £1.50; paperback.
Profound changes are taking place within the 20 year Eritrea war whose
effects are likely to be felt soon in several related arenas. The resolution of
long-standing divisions within the nationalist movement is underway after
renewed outbreaks of civil war this year left the Marxist-oriented Eritrean
People's Liberation Front (EPLF) the sole viable military force in the
Pennsylvania-size Red Sea territory. New guerrilla initiatives are generating
a sweeping redeployment of Ethiopia's Soviet-backed armed forces into
overstretched defensive positions in the occupied towns and along key
government-controlled highways. And an Eritrean diplomatic push
centering around the EPLF's late 1980 proposal for an internationally
supervisied cease fire and referendum to end the bitter conflict may wind up
at the United Nations during the 1981-82 session. In short, the two year
stalemate in Africa's longest war is gradually giving way to a general
Eritrean counteroffensive.
This will come as a shock to most of the world, including close followers of
the African political scene who in 1978 were convinced that this war was
over but for the final mopping up. After all, who could have anticipated
that a nationalist movement among a numerically small and impoverished
people — divided against themselves and opposed by virtually all of the
world's industrial powers — could survive, let alone succeed, in a contest
with the continent's most powerful army?
David Pool is among those who did anticipate this dramatic turnabout, and
his brief primer on the Eritrea war is essential reading for those who did
not. 'Massive Soviet support for Ethiopia has undoubtedly created the
conditions for a "military solution" yet a "military solution" cannot
succeed, even militarily', (p.57) writes Pool. Why not? 'While Ethiopia has
conventional military strength, the Eritreans have unconventional guerrilla
strength'. How often we have heard this political platitude, and yet how
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commonly we fail to grasp its practical meaning. 'Only a political solution
based on the concept of self-determination can end the bloodshed and
suffering of Africa's longest war', concludes the author. Recent history
only serves to underline the truth of his words.
Dan Connell
Dan Connell is a free lance writer and journalist who has made several extensive trips inside
Eritrea and to all the countries of the Horn of Africa, as well as to the Sudan.

Judith Heyer, Pepe Roberts and Gavin Williams (eds.), Rural Development
in Tropical Africa (MacMillan Press, 1981); 375pp; £25.00.
The incompatibility of interests of rural producers and public agencies
forms the unifying theme of the articles in this book. Its objective is to
analyse contradictions in the theory and practice of rural development (here
defined as 'planned change by public agencies based outside the rural
areas').
In its regional orientation the book thus complements R. Palmer and N.
Parsons (eds.), The Roots of Rural Poverty (1977), on Central and
Southern Africa, while it duplicates — excepting the articles on Niger and
Senegal — the Angolphone East and West African orientation of R. Bates
and M. Lofchie (eds.), Agricultural Development in Africa (1980). This is,
however, the extent of the similarity with the latter. Whereas the analytical
focus of this work is the integration of peasant production into
international and national circulation from the point of view of the
peasants, the viewpoint in Bates' and Lofchie's book is rather that of the
public agency.
The tendency of state and international agencies to assume control over
vital services and institutions involved in peasant production, such as
marketing, lending, input distribution, the choice of crops and the quality
of the products, are brought out by every article. In this process there is
often not room for dominant groups of capitalist farmers and middle men.
The conflict between capitalist farmer traders and sections of the state
apparatus seeking to control peasant marketing at the instigation of private
foreign capital is the object of Michael Cowen's study of Central Kenya. In
most of the articles, however, the focus is on the confrontation between the
peasants and the state bureaucracy, whether as in Tanzania under the
programme of villagisation in Andrew Coulson's analysis, or as in Niger
under a co-operative scheme described by Pepe Roberts.
The target of most present policies are peasant households using family
labour, who are provided with fertilisers, seeds and other elements of the
Green Revolution 'package'. The attempts to by-pass peasant production
through the establishment of state farms, which dominated agricultural
policies in the 1960s in Ghana and Nigeria, in particular, have been
abandoned as a principal feature of rural strategies. Some of the state farms
were, however, reactivated in the 1970s as BjOrn Beckman points out in his
article on Ghana, and private capitalist farming is not entirely discouraged.
Large-scale farms or plantations, some of them run by representatives of
private foreign capital with a share in the projects, exist side by side with the
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peasant farms favoured by public policies. This is true of the large-scale
irrigation projects which are analysed in Tina Wallace's article on the Kano
River Project in Nigeria and in Tony Barnett's article on the Gezira scheme
in Sudan, but also of other large-scale projects: the sugar estates in Nigeria
(Tom Forrest), the cocoa plantations and capitalist farms in Ghana (Bj6rn
Beckman and Andrew Shepherd), and the sugar outgrower schemes in
Kenya (Judith Heyer).
While these capital-intensive projects complement the dominant thrust of
agricultural policies, an accompanying feature of the latter has been policies
of participation. The 'focal point approach' (Coulson), i.e. the well-known
reliance on the progressive farmer to diffuse new techniques, has been
abandoned — at least on paper — to the advantage of more democratic
principles of extension. Participation plays an important part in Tanzania's
Villagisation Programme, but it features also in Nigeria's co-operative
credit schemes (Roger King), in the co-operative programmes of Niger,
where it is called 'animation' (Pepe Roberts), or in the attempts to promote
state controlled co-operative rice farming in Senegal, where it is called
'consciencisation' (Adrian Adams).
The change in rural development policies receives special attention in Gavin
Williams' analysis of World Bank policies. Although they are still to be
understood in the context of the general commitments of the Bank to
unrestricted international trade, finance and investment, Williams thinks
some change has come about in the policies of the Bank since the beginning
of the 1970s. Lessons from the Green Revolution in India and the Vietnam
war, and shifts in the strategies of multinationals away from direct
investments towards joint ventures has turned Bank ideology into that of a
benevolent technocracy, and Bank practice into one favouring the poor
without losses to the rich. He casts some doubt on the extent to which the
new policy is really complied with, however. Though many of the rural
development programmes of the Bank aim in theory at providing services to
the rural poor, extension efforts in the field are still concentrated on the
progressive farmers, who are supposed to diffuse information and
motivation to the small peasants through the well-worn channels of the
trickle-down theory. This article, together with the introduction, lifts the
book out of its specifically African context to make it relevant to a much
wider public.
None of the studies are unimportant, but especially in the context of rural
development policies in Africa the volume would have been strengthened by
an analysis of the implications for the sexual division of labour of rural
development policies — an aspect which is only briefly touched upon in a
few of the articles and in the introduction.
Two of the articles present special problems. It takes some perserverance to
read, let alone understand, Michael Cowen's article on Commodity
Production in Kenya. His analysis is relevant to the volume, but presumably
it has been written in the context of the 'modes of production debate' rather
than in the present one. The habit of employing abstract, and in this case
undefined, terminology, not to speak of digressions into theory of value
usual in this debate, falls somewhat outside the general thrust of this book.
Instead of being informed about the logical distinction between absolute
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and relative surplus value, I would have preferred clarification as to why
commodity production was restricted to a class of 'middle-peasants'.
As an introduction to irrigation projects and large-scale agricultural
investments, Tina Wallace's article on an irrigation project in Northern
Nigeria is also relevant. But the article is based on too weak material to
allow definitive conclusions on the progress of productivity and welfare of
the project which is the object of her study. She is careful not to take the
article beyond the point of making tendencies probable, but even then, it is
doubtful if it should have been proffered in the analytical form as it has in
the book. A more descriptive article by the same author on the same project
among others, has already been published in this journal (Review No. 17,
1980), and I would have preferred a new one to be substantiated by more
research. As it is, it serves to reinforce some very easily-accepted
assumptions on the economies of irrigation projects, which are not based on
adequate data.
To end with the introduction by the three editors, a number of propositions
are presented to substantiate why 'failure was so common and success so
rare in rural development'. Two types of explanations are offered. First,
rural development is set in motion by international organisations and
national governments to serve the interests of international markets and of
urban or industrial sectors of the national economies, rather than those of
the peasants. A type of development working against the genuine interests
of the majority in the rural areas is promoted. Large sections of rural
communities may actually become impoverished by development efforts,
due partly to the fact that the public agencies form different alliances with
classes and groups within the peasantry. Even though national governments
and international organisations act according to different interests, they are
mostly uniformly patronising to the majority of the peasants. Second, and
in relation to the alienating objectives of rural development policy, the
public agencies have often promoted the wrong kind of agricultural
strategy, such as large-scale farms — or have underrated the capacity of
peasant communities. Peasants are believed to be conservative,
uninnovative and incapable of running institutions appropriate to a
'modern' economy. Their cultivation methods must therefore be
transformed or bypassed by the creation of new outlets of production; or,
at any rate, attempts at innovation and diffusion of transformatory
technology must be accompanied by the creation of large bureaucracies to
ensure that the message is understood and complied with.
The analyses of the book support both of these explanations. Nevertheless,
I would argue that the first one dealing with the general contradictions of
the rural development process does not get to the heart of the matter. In the
introduction and in Williams' article alternative policies initiated by the
peasants themselves are stressed, and examples of these are given in both
Coulson's and Adams' articles. But do they pose a viable alternative to
public rural development policies, or is the alternative of peasant action not
the exception rather than the rule? In many cases the peasants raise greater
problems for themselves than they solve when they take action, as is pointed
out in some of the articles, so why should they? They are not the ones to
suffer most from their non-integration into the national or world economy.
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In most African states there is now a strong pressure to reduce food imports
and raise domestic production. Irrespective of the composition of the ruling
elites and its possible alliances with external forces, they have got to address
the food issue. Can they sit back and wait until the peasants, who are not
suffering the most from the food deficits, take action, or are they not forced
to initiate some measures 'from above'? If so, because of the conflicts
which are inherent in the food issue itself, mostly serving, as it does, other
interests than the rural ones, we have slipped into a situation where
contradictions between the rural producers and the public agency are easily
revealed once more.
A discussion of viable, non-contradictory, alternative policies of rural
development escapes the editors. The interests of the rural producers and
the public agencies might very well be incompatible, irrespective of worthy
perceptions by the peasantry and sensible strategies on part of the public
agencies. To set rural development in motion might in every case be to set a
process of contradictions in motion, to which there can be no perfect
solutions, but only relatively 'good' policies, i.e. policies that to the greatest
possible extent seek to compensate for the fact that they are initiated by
'agencies based outside the rural areas'.
Hans Otto Sano

EMILE VERCRUIJSEE
We are sorry to learn of the death of Emile Vercruijsee who fell ill in Khartoum where he
was living and working. He was a very respected Dutch Africanist, and a contributor to
and supporter of this Review.
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