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Foreword

The miningindustry was an important focus of scholarly and politi-
cal discussion amongst Africansand Africanistsduringthel1970s. At
thistime most debate concerned theeconomicand political implica-
tions o the seemingly inexorable expansion o the influence o
multi-national mining houses, and o the actions of African states
anxious to restrict their influence and gain accessto their revenues.
From the mid-1970s the interest of these companiesin most areas o
Africa apparently declined, and discussion about African mining
followed this same trend.

The 1990s have seen arevival o interest in the topic o African
mining for four reasons. Firdly, structural adjustment programmes
have been adopted by most African governments. Amongst their
central features is a more welcoming attitude to private capital in
general and to foreign direct investment in particular. The World
Bank and others envisage that those investors most likely to be at-
tracted by this change are those with traditional experience of Afri-
can investment. Most obviously, these include the mining houses.

Secondly, this'improvement’ in the African investment climate
isaccompanied by certain problems attendingfurther investmentin
the main growth centres d 1975-90, ie Australiaand Canada. On the
one hand, the best deposits are probably all now developed in these
countries. On the other, increasingly restrictive environmental laws
(andlaws protecting therightsd indigenous peoples) limit the abil-
ity d companiesto exploit new prospects there.

Thirdly, the prospect d a negotiated settlement in South Africa
hasalready succeeded i n allowing South African capital to overcome
its long isolation and begin contemplating new external invest-
ments. The obvious site for mining capital's expansion iselsewhere
in Sub-Saharan Africa.

Fourthly, there has been agrowing acknowledgement o thescale
and significance d small-scale or ‘artisanal’ mining in Africa. This
has come about largely through an increased practical and academic
interest in the growth o theinformal sector generally duringAfricas
deepening economiccrisis.

These two studies, both produced as part o the SIAS research
programme on 'The Political and Social Context o Structural Adjust-



ment in Sub-Saharan Africa, reflect on these themes and others. In
doing so they aim to provide up-to-date information on the coun-
tries examined in a clear and accessible way. However, they do so
from a specific shared perspective.

The authors approach structural adjustment critically. Rather
than seeingit asthenecessary instrument o Africaseconomicsalva
tion, an effort is made to examine its concrete effectswith regard to
specific local situations and constellations o interests.

The authors also systematically distinguish different interests
within the mining industry, not only between countries but also be-
tween different types o mining operations and their operators. Fi-
nally they focus attention on the usually neglected social and politi-
ca dimensions o the mining industry and in particular itsrelation
to the national and local state in Africa. The paper by Chachage,
moreover, contributes to the task o providing a theoretical
framework linking each of these concerns.

Uppsala, April 1993

Peter Gibbon
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INTRODUCTION

Thisstudy*looksat anumber o related issuesand questions. Firgtly, it
traces the historical develbpment and contemporary structure o the
Zimbabwean mining industry. Secondly, it examinesfactorsinfluenc-
ingthereativelylowlevelsd investmentinthisindustry during mostd
the post-independence period, agai nst the background d adiscussion
d themain phasesd political and economicpolicy development up to
1989. Thirdly,itlooksat thecountry'scurrent economicpolicyreforms,or
"structural adjustment programme”, adopted in 1990. Fourthly, it dis-
cusses the implications o Zimbabwean adjustment for Zimbabwean
and international business interests and for mininginvestmentin par-
ticular. Fifthly, it discusses therelation of the World Bank both to Zim-
babwean adjustment and to mining sector policy reform.

The most important issues reviewed in the process are the deter-
minants o foreign direct investment in African mining, the signifi-
cance d adjustment as afactor influencing foreign direct investment,
and the main contours d the reshaping o national politicswhich ac-
company an improved environment for foreign investment.

Other issues examined in the course d the discussion include the
relevance and effectiveness o past and current World Bank mining
policy. The order d presentation broadly (but not exactly) followsthe
structure indicated above. An appendix is attached containing the de-
tailsd Zimbabwe'smininglegidlation. Themain sourcesemployedare
documents and statistical information from theinternational financial
institutions, the Zimbabwean government and from the Raw Materials
Group Data Basg, the scholarly and specialist literature on post-inde-
pendence economic, industrial and mining developments in Zim-
babwe and aseries d interviews carried out with representatives o a
cross-section o Zimbabwe-based mining companies in late 1991
Statistical and other information was updated in February 1993.

THE ZIMBABWEAN MINING INDUSTRY *

Zimbabwean mining is much diversified in terms d minerals pro-
duced, the number d operating minesand dispersal d control over the

' The authors wish to thank L. M. Sachikonye, R. Bush and M. Bhagavan for their
comments on adraft o this paper. Typesetting was done by E.-L. Volk and K .
Overgaard.

* The main sources used in this and the following sections are Andrews (1991),
Chadwick (1991), Hollaway (1987) and passim, Jourdan (1990), McCarty (1991),
Newman (1988), the Raw Materials Group Data Base, and various issues of the
mining journalslisted in the references at theend o the paper.



mine production. More than 40 minerals are mined; the number o
operating mines is 800-900; the most important mining company,
Anglo American, controls25 per cent d thevalued total mining out-
put and state ownership is not dominant. This situation contrasts
sharply with the situation in most African countries. Most mining
countriesin Africadepend on one single or possibly two or three min-
erals, thereare usually only afew large-scalemines and only ahandful,
usually transnational, mining companies dominate the industry or
thereisalargestate ownership.
The main factors, which haveled to this situation are:

- genera economicand political devel opments.

- afavourable geology. The poalitical boundaries d Zimbabwe coin-
cide amost completely with the geologica boundaries o the Zim-
babwean Craton and is intersected by the Great Dyke. Both are
geologica phenomena with large reserves d several economically
interesting minerals.

- liberal and clearly defined mining legislation, which has been in
force since long before independence. A licenceto explore, theright
to peg aclaim and to mine adeposit are given to basically anybody
with only limited exemptions. This isin contrast to most African
countries where exploration and mining isonly allowed with specia
permits.

History

The renowned gold fieldsd Zimbabwe were once believed to be one
d the biblical King Solomon'smost important sourcesd riches. In the
|ate nineteenth century thelured new gold and possibly diamond de-
posits to rival those found in the South African Witwatersrand and
Kimberley areaswasthemain reason for Cecil JohnRhodesto start the
British South African Company (BSAC). There proved to be a gross
overestimated the mineral resourcesd Zimbabwe. Neither gold nor
diamonds werefound in amounts even close to the South Africandis-
coveries. Gold production peaked in 1916 at 30 ton/year. The extensive
search for gold and diamonds, however, led to the discovery o other
metalsand aready in thefirst yearsd thiscentury miningd chromite,
copper, asbestos and cod started and becameeconomically important.
The early small-scale prospector and miner was gradually replaced by
foreign owned mining companies. Beginning in the1950sthe number
d minerals produced in significant amountsincreased and in 1965ten



minerals each represented more than 0.5 per cent o total mineral pro-
duction by value. In1989 thefigurehad risen to 13 minerals.

The government formed i n 1923 after the BSAC charter elapsed, at-
tained ahigh degreed economicindependence from Britain. Thisde-
velopment facilitatedthe establishment d ametallurgical industry and
both the mining and metallurgical industries d Zimbabwe devel oped
inadifferentway compared to that o Zambia, Zaireand other colonies
in central Africa. After the Second World War the mining industry
started to integrate downstream into smelting and refining. After UDI
in 1965 the white settler regime supported and reinforced this trend
during the UN imposed sanctions throughout the 1970s. At this time
copper- and nickel cathodes, puretin, iron and stedl and ferrochrome
metal were produced in Zimbabwe in contrast to exporting the crude
oresonly. Therewasa soan integration upstreamin that mining equip-
ment was manufactured in the country to substitute for importswhich
were difficult to obtain under the embargo and would further need
scarceforeign exchange.

Pogt-independencedeve opments

Mining industry developments after independence can be divided
into three main periods, which coincide with the periods discussed
below, to explain the general political/economic development d Zim-
babwe:

— abrief flurry directly after theend d theliberation war. Gold prices
were high and the accumulated backlog o investments particularly
in exploration, which it wasimpossible to carry out during the bush
war, led to some new capital flow into mining.

- the world recession and the historically low metal pricesin the mid
1980s hit Zimbabwean mining hard. Rising costsadded to the prob-
lems d the industry and employment even declined during this
period.

- in 1986-87 with the improvements in international metal markets,
exploration began to increase dowly again. This led to announce-
ments in 1990-91 o several very large possible new projects. How-
ever 1992 witnessed an apparent abatement in thisrevived momen-
tum.

Six minerals dominate the mining industry in Zimbabwe. In order o
importance measured by the valued production they aregold, nicke,
asbestos, cod, copper and chromite. Together these accounted for 90



Table 3. Control of Zimbabwean mining companies 1989
(Controlling companiesin a phabetic order)

Controlling companylstate Total Controlled production Calculated value d

Mineral annual controlled production

Controlled producer prod. d Quantity Shareof Zim. MZWD % of tot.
producer prod. (%) Zim. value

Anglo American Corp. d SA/South Africa

Chromite

Zimbabwe AlloysLtd 7700kt 7700kt 123 70 06 (est)

Mining cooperatives 110.00 kt 3500 kt 5.6 39 0.3(et)

Coal

23% WankieColliery Co Ltd 468 Mt 108 Mt 230 2714 23

Cobalt

Bindura Nickel Corp Ltd 0.11kt 0.11kt 1000 30 02

Copper

Bindura Nickel Corp Ltd 120 kt 1.20 kt 7.6 59 05 (et)

Nickel

Bindura Nickel Corp Ltd 12.72 kt 12.72 kt 1000 2840 236

Palladium

Bindura Nickel Corp Ltd 002t 0.02t 50.0 0.8 007 (est)

Phosphate rock

DorowaMining (Pvt) Ltd 0.12 Mt 0.12Mt 23 111 09

Platinum

Bindura Nickel Corp Ltd 002t 002t 66.7 0.8 007 (est)

Total 3423 285

Afex Corp SA/Luxembourg

Gold

Falcon Mines plc 222t 222t 139 574 48

Olympus Gold MinesLtd 030t 030t 18 7.8 06 (et)

Total 652 54

Brascan Ltd (Noranda)/Canada

Gold

50 % Blanket Mine(pvt) Ltd 0471t 0241t 15 6.1 05

50 %Golden KopjeMine 031t 0.16t 10 40 03

Total 101 038

Cluff Resourcesplc/ UK

Gold

Cluff ResourcesZim. Ltd 219t 219t 137 56.7 47

Total 56.7 4.7

CRM (Put) Ltd / Zimbabwe

Beryllium 200t 200t 100.0

Forbesé& Thompson (Put) Ltd/Zimbabwe

Gold 100t 100t 6.3 259 22 (est)

Graphitwerk Kropfiniihl AG /Germany

Graphite

50 % Zimbabwe German 16.9 kt 845kt 500 36 0.3

Graphite Mines

Lonrho plc/UK

Gold

Independence Min. (Pvt) Ltd 270t 270t 16.9 69.9 58

Corsyn Consolid. MinesLtd 180t 180t 113 466 3.9

cont.



Controlling company/state Total Controlled production Calculated value of
Mineral annual Quantity Shareodf Zim.  controlled production
Controlled producer prod. prod. (%) MZWD % of total
RTZ Corporaionple /UK

Gold

Rio Tinto Zimbabwe Ltd 224t 224t 140 580 48
Lithium

50% BikitaMinerals (Pvt) Ltd 045 kt 0.23 kt 50.0 20 02 (est)
Total 60.0 5.0
Trelleborg AB/Sweden

Gold

50 %Blanket Mine(Pvt) Ltd 047 t 024t 15 6.1 05

50 % Golden KopjeMine 031t 016t 10 4.0 03
Total 10.1 0.8
Turner & Newall plc /UK

Asbestos

Shabanie and Nashaba Mines 187.07 kt 187.07 kt 100.0 134.0 11.2
Total 134.0 112
Union Carbide Corp/USA

Chromite

Zim. Mining & Smelting Co 440.00 kt 440.00 kt 70.1 40.0 3.3 (est)
Mining cooperatives 110.00 kt 75.00 kt 119 6.1 05 (est)
Gold

Mopane Mines(Pvt) Ltd 034t 034t 2.1 87 0.7 (est)
Total 54.8 45
Government & Zimbabwe / Zimbabwe

Coal

40 % Wankie Colliery Co Ltd 468 Mt 187 Mt 40.0 476 40
Copper

Mhangura Copper MinesLtd 10.70 kt 10.70 kt 68.2 525 4.4 (est)
MeritsLtd 3.70 kt 3.70 kt 236 181 15
Gold

Sabi Consolidated Gold 053 t 053 t 33 137 11
Mines

Mhangura Copper MinesLtd 029t 029 t 18 75 06
Graphite

50 % Zimbabwe German

GraphiteMines 169 kt 845 kt 50.0 36 0.3
Iron ore

Buchwalron Min. Co (Pvt)

Ltd 114 Mt 1.14 Mt 100.0 320 27
Palladium

Mhangura Copper MinesLtd 0.01t 0.01t 250 04 0.03 (est)
Platinum

Mhangura Copper Mines Ltd 001t 0.01t 333 0.4 0.03 (est)
Silver

Mhangura Copper MinesLtd 1700t 1700t 76.2 6.1 05

Tin

Kamativi Tin Mines Ltd 0.85 kt 0.85 kt 100.0 16.0 13
Tantalum

Kamativi Tin MinesLtd 9.00 kt 9.00 kt 100.0 30 02
Total 2045 17.0
Total all companiesin table 1087 89.8
Total all mine production in

Zimbabwe 1201 100.0

Note: (est) = estimated production figures

Source: RMG Data
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RTZ group, produces gold and operates a nickel refinery. The US
Union Carbide maintainsitslast investment in mining and metal-
lurgy in Zimbabwe where its subsidiary Zimasco produces ferroc-
hrome and gold. The British company Turner Newall dominates
Zimbabwe's asbestos production. In addition to these companies
two smaller but growing companies, Cluff and Falcon control 10 per
cent o mine production. The Zimbabwean government controlsthe
iron and steel producer Zisco and the holding company Zimbabwe
Mining Development Corporation (ZMDC), which operates gold,
copper, silver and tin mines. In al the government controlled ap-
proximately 23 per cent o thetotal value o mine output in 1989.

During the first years o the 1990s, government control in the
miningindustry hasslowly decreased and foreign control increased.
Thisisthe natural effect o increasing exploration funded by foreign
companies. Further, the closedown o the Kamativi Tin Mines in
1992 and the new joint venture policiesd ZMDC to attract new capi-
tal decreases government control over Zimbabwean mining. The
joint venture between ZMDC and Trillion Resources to expand pro-
duction under Trillion technical management from the Jena gold
mine and the new ownership d Sabi gold mine by the Irish junior
company, African Gold, are both examples o this new policy.

The formal sector mining industry is an important employer
with 50-60,000 workers. The number o employeesdecreased slowly
during the 1980s due to lower output, increased scaled operations
and mechanization. Mining industry wages rose 12 per cent in rea
termsfrom1980-89, i n sharp contrast to averagereal earnings, which
fel by 11 per cent over the same period. Theindustry ishowever still
comparatively labour intensive. In addition to the traditional large-
scale mining operations there are three other important forms o
mining operations in Zimbabwe:

- athriving semi-formalised small-scale sector owned by locd en-
trepreneurs and businessmen, possibly employing as many as
40,000 part-time workers, d which alarge number are women.

- cooperatives mainly working on the Great Dyke chromite de-
posits with atotal membership d more than 2000.

- asin many other African countries, an increasingly important in-
formal gold miningindustry. Theincreased economichardshipin
rural areas which has accompanied recession, drought, inflation
and the continuing absence o other viable sourcesd income gen-
eration has forced thousands o Zimbabwean peasants into pan-
ningfor aluvia gold in dried-up river beds.



Until 1991 panning was illegal, but its increasing popularity forced
the government to try to control it instead by licensing claims o up
to 50 metrestretches o river bed and by new marketing provisions.
Legalisation led to afurther stream o participants, who in late 1992
were said to total around 100,000. Loca councils now buy gold from
panners on behalf o the Reserve Bank of Zimbabwe, but much is
sold on parallel markets, estimated to be worth MZWD 100-120 in
1992. Panning production methodsare crude, laboriousand danger-
ous. In November 1992 the Minister o Home Affairsstated that at
least three minerswere dying each week asaresult o cave-insd un-
secured tunnels. The Economist Intelligence Unit has meanwhile
claimed that someillegal refining istaking placein Zimbabwe (EIU
1992, No. 3).

Gold
Production

Goldisthe most important mineral mined in Zimbabwe accounting
for 40 per cent o thetotal value d mineral output in1991. Gold pro-
duction has increased by amost 50 per cent in volume since 1980.
The number o formal and semi-formalised gold producers was al-
most 700 in 1988, d which 17 mineswith aproduction exceeding 300
kg o gold annually accounted for 72 per cent o total output. 655
mines producing less than 150 kg/year produced together only 9 per
cent of total production. The most important gold producers are Lon-
rho, Rio Tinto Zimbabwe, Cluff Resources and Falcon Mines, al
foreign controlled. The biggest locally controlled mining companies
are Forbesand Thompson and thestateowned ZMDC (seeTable4).
Lonrho has been mining gold in Zimbabwe since long beforein-
dependence. In 1990 production reached 5 t from 8 mines of which
How, Arcturus, Redwing, Shamwa and Athens are the most impor-
tant. The mines are controlled through Corsyn Consolidated Mines
and Independence Mining. Lonrho also hasimportant gold interests
in Ghanaand in 1990 started productionin Mozambique. In spite o
announced plansfor expansion d its Zimbabwe gold output in the
mid 1980s production has remained fairly constant. In 1991, there
were several new projects on the table which, provided that there
was enough capital and experienced staff available, could go ahead
quickly. Thetotal investment projected isaround 400 MZWD includ-
ing three major new production unitswith aplanned output o 250-
300 kg/month and smaller projects with some heap leach operations,
which together could increase production marginally by 10-20 per



Table4. Gold miningin Zimbabwe

1989

Area t (estimated) % of total
Lonrho 44 27
Rio Tinto 2.7 17
Cluff 22 14
Falcon 14 9
Forbes & Thompson 10 6
Falconbridge 0.8 5
ZMDC 05 3
Union Carbide 04 2
Golden Valley 0.3 2
Boulder Mining 0.3 2
Olympus Mining 03 2
Others 19 12
Total 154 100

Source: Jourdan.

cent at six mines. Tota estimated production gained from these in-
vestments would be around about 3.5t o gold. All these projects
were viable in 1991 according to Lonrho's investment criteria but,
considering the continuous downward trend o the gold price and
that the projects would almost double Lonrho's gold production, it
remains to be seen how quickly and to what extent they will
materialise. During 1992 L onrho started a new dump retreatment at
its Mazowe mine but the total expansion did not meet the expecta-
tionsof 1991.

The variety and scaled Rio Tinto Zimbabwe's operations differ
very much from RTZ’s other, mostly mega-mining, ventures both
around theworld and in Africa. Mining accountsfor only 38 per cent
d total RioTinto Zimbabwe sales and most o the mines are small-
scale operations compared to the Rossing uranium minein Namibia
or the Phalabora copper minein South Africa. Furthermore theloca
ownership intheZimbabwean subsidiary hasincreased and around
35 per cent o thesharesaretraded on theZimbabwe stock exchange.
In the early 1980s Rio Tinto Zimbabwe expanded gold production at
its Renco mine partly through an outside infusion d 5 MGBP from
the British parent company. Since that no outside financing either
from RTZ or from other sources has been used by Rio Tinto Zim-



babwe. Gold output from two mines, Renco and Patchway/
Brompton, and the Cam and Motor dump retreatment was 2,126 kg
in 1990. Operations at the Cam and Motor dump were very difficult
in 1990 and a new plant did not perform as expected. The nickel
minesd RioTinto were closed down when the ore reserveswere de-
pleted in 1982 and since that the Empress nickel refinery has been
run on atoll basis. Rio Tinto Zimbabwe conducted virtually no exp-
loration during the crisis o the mid eighties until 1988 when work
focussing on gold and PGMs started. In 1989 and 1990 expenditure
on exploration and development was about 3 MZWD per year. The
effortsin gold will aim mainly at keeping output at present levels
rather than expandingit. In PGMsthecompany believesit hasan ad-
vantageover the other competitorsin Zimbabweinthat it started its
research and other preparationsalready in theearly 1970s. In spite o
this lead Rio Tinto has entered into a joint venture with Anglo
American and Plateau Mining, where Plateau i s to conduct a feasi-
bility study. However the main Rio Tinto project for the next few
yearsisthe Sengwacod project. The project isof such asizethat RTZ
might be interested in investing directly from London and the Zim-
babwe government could demand ashare. Production from Sengwa
in 1992 was around 50 kt which isonly 1 per cent d the output from
Wankie Colliery and expansion is so far dow.

During 1992 there have been discussions about a possible
takeover d Union Carbide's activities in Zimbabwe by Rio Tinto
Zimbabwe. The Zimasco chromite and ferro chrome operati ons and
its other local mining activities are the only mining companies left
within the Union Carbide group after divestments since the mid-
1980s. If the deal takes placeit will further concentrate ownershipin
the mining industry in Zimbabwe.

Cluff Resources Zimbabwe isthe third most important gold pro-
ducer, It representsanew wind in the Zimbabwean mining industry
bringing in new technology which has proved to be successful in
other parts d the world during the gold rush o the 1980s. Its Freda
Rebeccaopen cast mine is how thelargest gold mine in the country
producing 1,246 kg gold alonein 1990. However, Cluff’s gold produc-
tion sunk by around 10 per cent in 1991 compared to 1990 and
reached only 2.11t. Accordingto the company thiswas primarily due
to lack of spares because o limited foreign exchange available. Two
new projects are the Peach Tree Mine and the Marvel Mine Dump
which are to replace production from the Royd Family Mine, which
was closed in July 1992.

The company is controlled by the British junior mining company



Cluff Resources plc. Cluff has gradually shifted its main business
from oil to minerals through the 1980s and mining in Zimbabwe
now represents by far the most important part o its entire opera-
tions. After the introduction o Cluff Resources Zimbabwe on the
local stock exchange in 1990 Zimbabwean shareholders hold al7 per
cent stake in the company. Cluff also has plansto start gold mining
in Ghana and is negotiating for exploration permitsin Tanzania. In
1990 Cluff spent 27 MZWD oninvestmentsincluding exploration. In
1991 and 1992 exploration continued and will also be expanded.
Gold is the principal target but exploration has aso covered
diamonds, PGMs, chromiteandlead/zinc. However no major expan-
sionsin production were planned for 1991 or 1992, only marginal in-
creases at existing plants.

Among the British-based junior mining companies with ac-
tivitiesin Zimbabwe, Facon Mines plc is the second biggest gold
producer. It is a company incorporated in Britain but it has been
mining gold in Zimbabwe since beforeindependenceand hasal its
activities in the country. It is controlled by Afex, which is Luxem-
bourg-based. Its ultimate owners are not known in detail, but the
company has strong South African ties. In 1990 (April 1990-March
1991) production including its two biggest mines, Dalny and Venice,
reached 1,519 kg after a very difficult period in the two preceding
years. Falcon also has a40 per cent interest in Olympus Gold Mines
one d the medium-sized mining companiesin Zimbabwe produc-
ing 300 kg/year. Falcon floated 30 per cent o itslocal subsidiary Fal-
con Mines Zimbabwe on the stock exchange in July 1991. The issue
raised nearly 20 MZWD for Fdcon's further expansion and explora-
tion. Golden Quarry isFacon's mgjor new project. It needsan invest-
ment o 10 MZWD to produce just above 400 kg of gold annually.

Of thelocal mining companies the Bulawayo-based family con-
trolled Forbes and Thompson (Pvt) Ltd is the biggest gold producer.
Its output from the V ubachikwe and Freda mines reached just above
800 kg in1989.The second largest locally controlled company isBoul-
der Mining o Bulawayo which acquired the Indarama and
Broomstock minesin1986. Production at these two minesand theC
mine is about 300 kg in al annually. The seller was Norman Levin
Gold Mines, owned by private, local shareholders. The company still
operates the Joyce/Roma mines with an annual gold output around
200 kg.

Two large transnational groups, AAC and Union Carbide have
only entered into gold mining very recently. Anglo invested 3
MZWD in 1989 to start the Isabella dump retreatment, which isits



first gold operation in Zimbabwe for many years. In 1991 the com-
pany decided to go ahead with a new heap leach operation at
Hopefield. Anglo has gradually increased its exploration activities
from almost zero in 1988 to 8.5 MZWD in 1991 and afurther increase
isplanned for 1992. One major areadf concernfor Angloisthedeple-
tion d two o itsfour nickel minesin1996. Other targetsfor explora-
tion include gold and PGMs. Union Carbide has aspecia gold min-
ing subsidiary called Mopane Mines (Pvt) Ltd which operatesthree
gold mines, Camperdown, Gaika and Lennon, together producing
340 kg of gold in1989. Union Carbide opened its new M otapa open-
cast goldmine closeto Bulawayoin early 1992. A third transnational
mining company, Falconbridge Gold Corporation, based in Canada
is also producing gold in Zimbabwe. The Zimbabwean holding
company Falconbridge Investments bought Blanket Mines in 1983.
The company produces around 850 kg from its two mines Blanket
and Golden Kopje. Falconbridge estimatesthat these two minescan
amost doubletheir output over the next five years. A first step was
taken in August 1992, when Falconbridge Gold announced plansto
invest theequivalent o 6.6 MUSD in the Golden Kopje Mineto dou-
ble the output starting in1994. Blanket mine also continuesto attract
theinterest d Falconbridge. Exploration for gold continuesin both
Zimbabwe and Botswana. In Zimbabwethe44.5 per cent owned Sig-
nal Hill deposit attracts alot of Falconbridge's interest. Recently Fal-
conbridge has madetwo joint venture deal swith Reunion. Onecon-
cerns the exploration and development of asmall gold deposit and
the second isfor a more long term cooperation on selected regional
exploration licences for gold and base metals.

Exploration

Most present exploration and development activitiesin Zimbabwe
concern gold. At theend of 1990 there were thirty-seven valid Exclu-
sive Prospecting Orders (EPO) (see Appendix) o which al covered
gold, one-sixth gold exclusively and five-sixths gold in combination
with either base metals or other precious metals. In 1990 fifty-four
applications for EPOs were made. The number d EPOsissued isa
good measure of the renewed interest in gold. This started in 1986
and in 1987 eleven EPOs were issued. By 1989 the figure was up to
eighteen. Haf d the EPOsvalid then werelicenced to existing com-
panies active since before independence and which are producers o
gold such as Lonrho, Anglo American, Rio Tinto Zimbabwe, Falcon
Gold and Union Carbide and smaller local companies. The other half



had been granted to newcomers to the industry establishing them-
selves during the mid and late 1980s including Cluff Resources, the
Irish owned African Gold and Falconbridge, al o which arealso al-
ready in production. Reunion Mining owned by the Canadian
junior mining company Thorco Resources, the Ottawa-based Trill-
ion Resources, the Australian companies Delta Gold NL, Auridian
and Sonsd Gwalia, Australian/American BHP/Utah and the British
Plateau Mining are all in the process d exploration but have not yet
started production. Further extensive exploration activities are a'so
being undertaken on existing claims around both closed down and
operating mines.

In 1991, the number of EPOs granted leaped to fifty-one, which
was even more than the most optimistic observers had expected. In
al, therewerein mid-1992 eighty-one current EPOs. Diamonds had
become the most popular target for exploration; o the applications
for EPOs being processed at the Mining Affairs Board at this time,
more than haf were for diamonds. Of the companies mentioned,
Auridian and Reunion are amongst the leadersin diamond explora-
tion.

The Dublin-based African Gold established itself in Zimbabwe
in 1988. It started by evaluating the formerly Lonrho-held Owl gold
mine north of Kadoma. However small-scale production started al-
ready in1989from the Bay Horse and Commoner dump retreatment.
A total of 72 kgwas produced at Bay Horse and at present the output
at Commoner is 5-10 kg/month. African Gold is also studying the
promising Sunace deposit near Bulawayo. In 1990 it was announced
that the company had concluded an agreement with ZMDC for an
option o 40 per cent or more in Sabi Consolidated Gold Mines for
4.75 MGBPafter conducting afeasibility study of 0.5 MGBP.The Sabi
Mines produced 590 kg o gold in 1990.

Reunion Mining (Zimbabwe) Ltd was founded in 1990. It is
headed by ex-Cluff staff with athorough experience o Zimbabwean
gold exploration and gold production. Reunion has brought 1.6
MGBP into Zimbabwe to provide working capital. In addition to
this, blocked funds have been acquired and swapped for Thorco
shares listed on the Toronto stock exchange. The excellent Canadian
connections are obvious aso in the two joint ventures concluded
with Falconbridge. Reunion focuses on gold, base metals and
diamonds. Its exploration effortsare massive and it has applications
filed for twenty-two EPOs covering 12 per cent o theland surface d
Zimbabwe. Most of this areais for a regional diamond reconnais-
sance programme but neverthel ess the company is making a major



gold exploration effort. The main areas for gold exploration are the
Midlandsand the Auriga project, the Bdl Mine, Sanyati and Victoria
EPOs. Reunion asointends tostart gold exploration in several other
African countries such as Kenya, Zambia, Malawi and Tanzania
After De Bears forfeiture of the River Ranch kimberlite pipe (see
below), Reunion was among those compani es which made applica-
tionsfor theclaim. In early 1991 Reunion made public plansto spend
1.54MZWD on explorationin Zimbabwe during the next 18 months.

Delta Gold NL concentrates on the platinum prospects it ac-
quired from Union Carbide but hasalso someinterestsin gold. Delta
has changed its exploration policy recently to concentrate only on
the larger gold targets with a potential of more than 300 kg gold.
Delta has a large number o Zimbabwean subsidiaries. The main
gold deposits are Peerless and Pickstone in the Chegutu area which
are held by thewholly-owned subsidiary Masasa Mines (Pvt) Ltd. It
was decided in 1990 that both Peerlessand Pickstone should remain
under review, pending a better gold price. Exploration will continue
at the 1991 level also in 1992 and the most interesting area is the
Shamwa belt and the Chipenguli deposit. Delta also explores for
diamondsin Zimbabwe.

Another junior Australian company with growing activities in
Zimbabwe is Gwalia Consolidated Ltd. Gwalia Consolidated is
closely connected to Sons of Gwalia and isits largest share holder
with a 36 per cent interest. It established alocal subsidiary called
Chase Minerals (Pvt.) Ltd. in 1987. Chase, which is 80 per cent
owned by Gwalia, up from 75 per cent in 1990, in turn holds severd
interesting deposits. The Connemara group o gold mines are the
most promising. Together with a partner Chase holds a 70 per cent
interest in the Hope Fountain joint venture southeast o Bulawayo.
Exploration will continue in the next years on'a modest level'.

Trillion Resources is a Ottawa-based junior mining company
which concluded negotiations, inJuly 1992, to buy 50 per cent o Jena
Mines (Pvt.)Ltd. from ZMDC. Production at the Jenamineis plan-
ned toincreaseto around 900 kg annually in1993after an investment
o 14MZWD.

Depending mainly on thefuture price devel opments for gold, in-
vestments planned in plants during the next few years could boost
production by 1-2 t in 1992 and further still in the next few years.
Total production could be increased by more than 25-30 per cent to
reach 23-251 1995 (seeTableb).



Table5. Announced possibleincreasesin gold production (1991)

Lonhro 3,500 kg Three major new projects, marginal
increasesat 6 mines

Falconbridge 800 Extensionin fiveyearsat Golden
Kopjeand Blanket

Cluff 600 "Addition o new facilities”

Union Carbide 500 Matapa, Gaika prospects

ZMDC 400 Estimated Elvingtondeposit

Falcon 400 Golden Quarry

Rio Tinto 200 Renco increase

African Gold 100 Commoner dump retreatment

AAC ? No plansannounced but intensive
exploration

Total 6,500 kg

Sources. The tableis based on trade journalsand company annual reports.

Platinum group metals

The platinum group metals (PGMs) are also attracting considerable

interest. Three projects are currently most advanced:

- Rio Tinto Zimbabwe together with the AAC subsidiary Vdley
Exploration and Mining and Plateau Mining are completing a
feasibility study to reassess properties like the Zenca pilot mine
owned by RioTinto and othersowned by Anglo. Plateau, through
its local subsidiary Mhondoro Mining, was entitled to gain a24
per cent interest i n the project by spending 5 MZWD on afeasibil-
ity study over a five-year period ending in 1992. In mid-1992,
Plateau sold itsrights to Delta Gold and the Australian company
now hasa?24 per cent stakein the project. RioTinto and Anglo each
also hold 38 per cent stakesin the project. If the appraisal isfavour-
able production could begin in 1994. The total investment is esti-
mated at 170 MUSD (1990)with an output o 6t PGMs, 700 kg gold
and some nickel and copper.

Union Carbide isworking together with the government-owned
ZMDC and an undisclosed European partner with refining
capacities on the possibility o reopening the Mimosa pilot mine
near Zvishavane. This was run technically successfully, but with-
out the necessary economic return, in the1970s. The estimated in-



vestment for this project is 500 MZWD. Projected production vol-
umesare not known.

- the Hartley joint venture. BHP/Utah and Delta Gold through its
subsidiary Hartley Platinum Mines, are intensively studying
claimson the central Dyke called the Hartley Complex. They were
taken up by Deltain1987. It wasoriginally Union Carbidethat did
extensive studies on these claims between 1968 and 1972. After
shopping around for new partners Delta concluded ajoint venture
agreement with BHP/Utah in October 1990. BHP/Utah was given
the right to take 67 per cent o the project. Inreturn BHP/Utah car-
ries dl the costs for the necessary exploration and feasibility
studies during a two-year period. These costs are 7-10 MUSD.
Delta does not have to make any investments but BHP/Utah will
fund all Ddltas contributions for mine development and be paid
by receiving a portion of Deltas share of the production from the
mine. Deltahasthe possibility o remainingaminority owner and
there are also provisionsto take on other minority ownerssuch as
the Zimbabwe government and international financial institu-
tions. The total investment in the mine and plant itself is esti-
mated at 200-250 MUSD.

Delta has taken a strong lead in the Zimbabwean platinum race by
the acquisition d Plateau's share in the Mhondoro joint venture. In
addition to its interests in the Hartley project and the Mhondoro
joint venture, Delta also has 100 per cent owned exploration rights
which are adjacent to them.

Other companies are searching for PGMs along and outside the
Great Dyke but are at less advanced stages. Cluff Mineralsisone d
those exploring in the Snake's Head northern part of the Dyke.

If any of these projects materializes, Zimbabwe would become
one d the biggest producersd PGMsin the world.

INVESTMENT ALOWS AND ZIMBABWEAN MINING

Zimbabwe

During the liberation war, the international boycott and sanctions
against Rhodesia, there was, in addition to the direct problems caused
by the war itself, ashortage of both manpower and capital in the mining
industry. It was not possible to keep mineral production at capacity
levelsin all branches of the mining industry. These problems occurred
in spite of a total capital inflow which averaged 50 MZWD/year be-



tween 1970 and 1975. At the time the value of the Zimbabwedollar was
about 1.5 ZWD to one British pound, i.e. the annual capital beingin-
vested in the country was 30-35 M GBP. Theflow wasseverely cut down
in the end of the 1970s and only the most importa0t investments were
made. After theliberation in 1980 there was an accumulated need for
new investments in the whole mining industry. There was however still
astrong hesitation from the mining TNCs to invest in Zimbabwedueto
their doubts about the intentions of the new pragmatic but neverthe-
less, intheir eyes, clearly Marxist government. On the other hand many
of the mining houses with capital already invested in the country were
compelled to stay in order to reap the profits of their earlier invest-
ments. Very limited investments were made in the early 1980s by com-
panies established since before liberation. The only exception was Rio
Tinto Zinc which provided 5 MGBP to its Zimbabwean subsidiary in
1980 to replace outdated equipment and to boost production at its
Renco gold mine. Theinfusion was made by taking part of arightsissue
which wasfloated in Zimbabwe. Apart from this there was a brief and
small flurry of generally badly planned exploration projectsin 1981 and
1982 which died away very soon when metal prices declined. Among
those companies getting into Zimbabwe early after independence but
leaving quickly again was Shell. Others, like the German/Japanese
uranium joint venture between Interuran and the Power and Reactor
Nuclear Corporation have kept activities on alow level, investing only
15 MZWD over more than ten years.

Cluff

There was only one newcomer which stayed on: Cluff Resources,
which came to the country immediately after independence. Cluff
was at the time a British minor oil company operating in the North
Sea. The company wanted to diversify to survive the'oil gloom' of
the late 1970s. It was advised by its bankers, which had long had a
Zimbabwean branch, to try the newly independent country on the
grounds of its 15 years of under-investment. An exploration com-
pany was set up without any foreign fundsat al being brought into
the country. It started modestly and spent 300,000 GBP in local cur-
rency on base metal exploration to the end of 1982. In 1983 Cluff
began to look for gold and found agroup o old workings at Filabusi
near Bulawayo which now constitute the Roya Family mine. The
small amount of foreign currency (equalling 380,000 ZWD) needed
to set up thefirst mining operation in 1984 was borrowed from the
government. TheRoyal Family gold minewasasuccess and wasable



torepay itsforeign currency debt within 45daysd commencingpro-
duction. The next projects were the Freda/Rebecca discoveries close
to Bindura. Cluff introduced new heap|leach technology appropriate
for low grade open cast mines, which had proven successful in Au-
stralia. Of total investments between 1987 to 1988, for both the Freda
heap leach and CIL operation o 36 MZWD, just below 22 MZWD
was raised locally and the equivalent of 14 MZWD (8 MUSD) was
raised in foreign currency via an equity issue by Cluff's British pa-
rent company. In al Cluff has since the start invested about 20
MZWD in foreign currency in Zimbabwe. Cluff was thefirst o the
new entrants among the mining companiesto float itsshareson the
Zimbabwe stock exchange. In 1990 local ownersincluding both pri-
vate and institutional investors acquired 18 per cent o the shares
and added 53 MZWD to Cluff'sfunds.

Investment Levels

Between 1980 and 1983 the total investment in Zimbabwean mining
was 323 MZWD, derived almost entirely from internal sources. The
figure for the four yearsimmediately preceding independence was
367 MZWD. The total value d mineral output for 1980-83 was
around 400 MZWD annually with a peak in 1980 at 415 MZWD and
adeclineto 383MZWD in 1983. Theinvestment level in this period,
even if it declined alittle, was not critically low. However, accessto
foreign currency hasbeen alimitingfactor all through the decade. In
the second hdf o 1987, for example, industry applied for 81 MZWD
in foreign exchange but wasonly allocated 13MZWD. It hasbeen es-
timated that atotal d 30 MUSD in foreign currency wasinvestedin
Zimbabwean mining between 1980 and 1988. Thisisasevere reduc-
tion compared to theinflows during the1970seven when takinginto
account the international recession which hit the mining industry
world-wide hard. Theinvestments by RTZ and Cluff account for the
bulk of capital inflow. At the same time disinvestment viaremittable
funds and the 4 per cent interest on blocked dividends and fundsis
estimated to have occurred at about the same level annually during
the decade.

The investment climate improved during the late 1980s. This
gradual change depends both on the active measures taken by the
Zimbabwean government to attract foreign capital and also on the
much improved market situation for metalsand mineralsin general.
Today, as has been described, there are numerous projects on the
drawing board mainly in gold and PGMs but also in base metals,



Five other ZAPU members were also appointed to ministerial or to
deputy ministerial posts.

A number o serious political problems confronted thefirst Zim-
babwean government. Thefirst of thesewasto balance satisfying the
high expectations o its own supportersagainst a perceived need to
retain the economic contribution d the white settler population—
and the transnational capitals with which it was linked. A second
was to prevent a permanent polarisation in African politics along
ethnic lines, between the predominantly Ndebele ZAPU and the
predominantly ShonaZANU. A third wasto maintain an independ-
ent foreign policy without provoking military destabilisation from
South Africa. By the end of the1980s adegree of, albeit uneven, pro-
gresswas evident on each o these fronts, but not without consider-
able costs. However, the early 1990s have seen these costs increase
still further, in the context of increasingly unfavourableinternal and
external conditions.

It is possible to identify four main phasesin the development of
politics and economic policy in post-independence Zimbabwe. The
first, from independence down to 1982, is characterised by an eco-
nomic boom, the adoption o distributivist social policies, afragile
peace betweer: ZANU and ZAPU and a high level o mutual suspi-
cion between government and white capital. A second phase, from
1982 to around 1987, contained two economic recessions (the first
quitesevere), acheck ondistributivist policies, amajor deterioration
in ZAPU-ZANU relations partly fuelled by South Africa and con-
tinuing cool relations between government and capital. The third
phase, dating from 1987101990, involved theresumption d somede-
greed economicgrowth, apartial reversal o distributivism, thedis-
placement o the ZANU-ZAPU conflict by one between a unified
ZANU and an emergent but weak liberal and radical opposition and
a very substantial improvement in relations between government
and private capital. The fourth, dating from the beginning of 1991
and dtill continuing, has been marked by a catastrophic declinein
economic growth against the background o a disastrous drought
and unforeseen difficultiesattendant on economicliberalisation. Its
political fall-out remains unclear.

1980-82

In 1980 and 1981, economic growth in Zimbabwe easily exceeded 10
per cent per annum. Thisgrowth was based partly on the removal o
sanctions— allowing industry to be re-equipped — and the removal



of pre-independence restrictions on African agriculture. The boom
wasalsofuelled by alargeincreasein state expenditure on social ser-
vices, aswhat wereto prove the most significant socia reformsd the
period were enacted. Secondary education was extended to persons
o al races, as was free or subsidised health care. A start was aso
madeon what at thetimewas considered the most important aread
reform, land reform. Roughly 15-20 per cent o theland occupied by
whitelarge-scale commercial farmers (LSCFs) was earmarked for re-
settlement by ex-combatants, thelandless and the poorer peasantry.
But progress was slower than anticipated and by 1983 only around 5
per cent o LSCF land had been transferred, mainly in Manicaland
(Moyo0,1986). Of greater significancethan land reform wasto be the
extension o agricultural servicesto thecommunal areas.

Government economic policy in this period was expressed first
inthe policy statement * Growth with Equity' (1981), followed by the
"Transitional National Development Plan 1982-85" (TNDP).
" Growth with Equity" envisaged a mixed economy with foreignin-
vestment and increased state participation, 'just’ levelsd worker re-
muneration and a continuing expansion o welfarist provision.
TNDP set aseriesdf ambitiouseconomic targetsto sustain thelatter,
including an annual growth in GDP o 8 per cent and in wage
employment o 3 per cent — without however providing any clearin-
dication d how they were to be accomplished (df Kadhani, 1986).

These policy statements were accompanied by the release o an
investment code, the calling o a major donors' conference (ZIM-
CORD) and the appointment o a commission to establish a
minimum wage. The investment code had an economically
nationalist complexion. Foreigninvestment waswelcomed, but only
inajoint ventureform and/or in designated geographical areas (e.g.
rural centres) or under conditions where it promoted technology
transfer, increased export capacity or higher labour intensity.
Foreign takeovers o Zimbabwean companieswere expressly prohi-
bited and guaranteesfor incoming compani eswere weak. Although
50 per cent o after-tax profits could be remitted, (against 25 per cent
for already present foreign-owned companies) thislevel wasguaran-
teed only for two years. Implicitly discretionary groundsfor possible
nationalisation were also specified. It was hardly a surprise that
ZIMCORD raised only one-third o the 3,600 MUSD backing re-
quested (Chimombe, 1986) i n this context. On the minimum wage
issue, the Riddell Commission recommended aminimum o 60 per
cent o the Poverty Datum Line, to rise to 90 per cent by 1984.

A strong continuity was established between pre- and post-inde-



pendence forms d economic management. The Smith government
had itself inherited, then considerably extended, a system o ad-
ministrative regulation o the private sector covering borrowing, in-
vestment, prices, accessto imports, repatriation o earnings and, for
whiteworkersat least, wage levelsand hiring and firing procedures
(Stoneman and Cliffe, 1989, 120). The central feature o this system
was regulation o access to foreign exchange (forex) by the Reserve
Bank and Treasury. Allocative decisions were administratively de-
volved to sector-specific quangos responsible to the Ministries o
Trade and Commerce and Industry and Technology, to whom indi-
vidual companies made bids on a haf-yearly basis. In 1980, 90 per
cent o imports were funded in this way (Durevall, 1991). The
Mugabe government adopted this system wholesale. In agriculture
asimilar committee structurefor pricesetting wasal so continued, al-
though here the Cabinet also became involved in decision making
(Skalnes, 1989).

The post-independence government inherited an economy with a
relatively large industrial base (¢ 25-30 per cent d GDP) and a sig-
nificant white settler—and transnational —owned LSCF sector
(about 9 per cent o GDP and 40 per cent d export earnings), aside
from the mining sector described el sewhere. Private capital in Zim-
babwe had a number o distinctive features. Firstly, any remaining
distinction between 'settler' and ‘foreign’ capital was largely afor-
mal one. Capitalsdf both provenances werefound in al branches o
production in complementary relations. Their political unity had
been secured during the Smith regime when they united to evade
the country's economic blockade. In the transition to independence
they heavily backed Muzorewas UANC, to the tune o at least 5
MUSD in campaign contributions. Secondly, private capital in Zim-
babwe evinced very high levels o vertical and horizontal integra-
tion and, consequently, high levelsdf monopoly. The major transna-
tional companiesfound there were often involved in mining, manu-
facturing, trade and agro-industry, while according to a 1986 study
carried out by UNIDO (citedin Durevall, 1991) out of 6000 products
made in Zimbabwe, approximately 50 per cent were made by only
one company and 80 per cent by three companies or less. Thirdly, pri-
vate capital had adjusted to the period o state illegality and sanc-
tionsby turninginward in itssourcing o inputs and capital and had
developed mainly in import-substituting branches o production.
Hence at the time o independence the economy was a relatively
closed one, with both imports and exports representing less than 25
per cent of GDP.



Although as M andaza pointsout (1986a, b) privatecapital became
part o the new Zimbabwewith considerable power and guarantees,
thisis not how it perceived the situation. Uncertainty about Zim-
babwe's economic direction, shared by the left as well as the right
and exacerbated by occasional calsfor general nationalisation from
high-level ZANU politicians, meant that independence was fol-
lowed by a degree o capital flight, increased dividend repatriation
and other signs o insecurity (Davies, Sanders and Shaw, 1991,15).
Private capital's fears were further magnified by the announcement
in late 1980 that a Minerals Marketing Corporation of Zimbabwe
(MMCZ)would be set up.

The MMCZ was intended by government merely to ensure Zim-
babwereceived thetrue forex value d itsmineral exportsthrough re-
ndering transfer pricing impossible (transfer pricing was thought to
have been rife under the Smith regime, EIU, 1981, No. 2, p. 13). De-
spite this, lurid tales circulated that MMCZ was a punishment for
the mining houses' collaboration with Smith and that it would be
used as an instrument o foreign policy to direct sales toward the
socialist countries—to whom a limited diplomatic opening had
been made (EIU, 1982 No. 1). The mining houses responded firstly by
fruitlessly attempting to lobby the government through Lord
Soames (interim governor during the transition to independence in
1979) (Herbst, 1990, 155), then by offering to open their books to gov-
ernment and, when this failed, by offering them a share o equity.
Suspicions did not really diminish even after a well-known sanc-
tionsbuster, Mark Rule, was appointed General Manager d MMCZ.
Similar panics greeted the few isolated cases of nationalisation
around this time, although only one was explicitly politically moti-
vated.

1982-87

Fromtheend o 1982 adeep recession set in, with negative per capita
growth ratesrecorded until 1985. Initially thisreflected poor weather
conditions, reduced levels o agricultural production and record
lows in international mineral prices. From 1983 onward it was
exacerbated by deflationary economic policies. These had been
adopted by government in responseto the rising internal and exter-
nal imbalances which followed the increased levelsd public expen-
diture d thefirst two years after independence. Resultsincluded a
transmission o the agricultural recession to industrial production
and cutbacksd expenditure on subsidiesand onland resettlement.



A recovery occurred i n 1985 and 1986 and while growth did not ap-
proach thelevelsd 1980 and 1981it wasreasonably strong. Sufficient
confidence was generated for government to formulate a*' Five Yer
Development Plan 1986-90" which envisaged further nationalisa-
ti on~hroadened state economic involvement and adoubling o cur-
rent land resettlement levels— albeit with scaled-down targets. Like
its predecessors, this plan never got of the ground, however
(Kadhani, 116). Instead improved external earnings were used to
reestablish a positive current account. Another, less severe, reces
sion wasto follow in 1987.

This period saw the height o the post-independence govern-
ment's political difficulties. Early in 1982 arms caches were disco-
vered on ZAPU-owned property in Matabeleland. ZANU ministers
responded by dismissing ZAPU ministersfrom government and de-
taining leading ZAPU military figures. Thiswasfollowed by deser-
tions (someclaim up to 3,000) o ZAPU ex-combatantsfrom the Zim-
babwe army, to form a ZAPU dissident force. A bomb attack on
ZANU headquarters (killingeleven) and an attempt on thelifed the
Prime Minister then followed, along with the sabotage of athird o
the Zimbabwe airforce on the ground at Gweru. Emergency regula-
tionswere strengthened and the North K orean-trained Fifth Brigade
was sent to Matabeleland to restore order. Events reached anadir in
1983 and thefirst haf o 1984 with up to 2,500 deaths in Matabele-
land, the breaking-off d ZANU-ZAPU unity talks, the temporary
self-imposed exiled Nkomo and international controversy over alle-
gations o maltreatment and torture o civilians and security sus-
pects. Later evidence suggested that both the original caching o
arms and agood deal d thelater violence was perpetrated by South
African agents, working not only in ZAPU but alsoin theZimbabwe
armed forcesand state security service (Hanlon,1988).

Two important consequenceswere the postponement of ZANU-
ZAPU unity for at least threefull years after the M atabel el and curfew
was lifted in August 1984, and growing tension between govern-
ment and thelocal white population— some o whom wereeither in-
volved in or sympathetic to destabilisation. Thiswasreflected in an
increased level d combativeness in the pronouncements o leading
ZANU figureslike Herbert Ushewokunze, whoin thisperiod served
first as Minister d Home Affairsand then Minister o Transport.

Relations between government and private capital continued to
be poor in this period, although some important countervailing
trends also emerged. Tensions focussed partly around the increas-
ingly evident trend o disinvestment, with fixed capital formation
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falling from 19.8 per cent o GDPin1982t011.9 per centin1985and
1986—a level which probably did not cover depreciation. Thiswas
particularly galling to government, who perceived themselves as
pursuing moderate economic policies. Gross new foreign direct in-
vestment i n theentire 1981-86 period amounted only to 110 MZWD,
o which 30 MZWD was in kind (Herbst, 132). A second source o
tension was that, at least until 1986, employers associations some-
times became involved in political issues with aracial dimension.
Of greatest significancein this respect was the initial opposition o
the Confederation o Zimbabwean Industry (CZI) and Zimbabwe
National Chamber d Commerce (ZNCC)to sanctionsagainst South
Africa

Onecountervailing trend in thissituation was the government's
introduction, from around 1985, o a series d export financing and
promotion schemes. These enabled first manufacturing and later
mining and agriculture access to additional forex for imports
through 'revolving fund' arrangements. Additional measures then
followed, giving manufacturing companies the right to retain a
proportion o their forex earnings for importing inputs. Towardsthe
end o the period government added aseries d revisions to arrange-
ments governing the use o blocked funds.

Secondly,and inthelonger term, moresignificantly, from theend
d 1986 CZI became involved in discussion with government on a
range d issues. Thiscoincided with itsdecision (under public pres-
sure) to reverse its stance on sanctions. With this about-face, CZI
could distinguishitself fromthedominant white political force. This
was a precondition o its slow integration into a partnership role
with government, emerging firstin contingency planning over sanc-
tions (never in fact introduced) and then in the foundation o the
Beira Corridor Group. Simultaneously a series o further roundta-
bles occurred between government, the CZI, UNIDO and theWorld
Bank on thefuture d theindustrial sector.

1987-90

The period 1987-90 saw a limited economic recovery, with growth
rates averaging just above population growth. This recovery has
been uneven though, with a major increase in production d and
earnings from flue-cured tobacco, declines in maize and beef pro-
duction and aslight risein industrial and minerals production (and
alarge rise in Zimbabwe dollar earnings from precious metals). A
small but limited rise in investment occurred, fixed capital forma-



tion rising to 14 per cent of GDPin1987 and 15.6 per cent in 1988 (the
last year for which figures are available). There has been no recovery
in employment, which continued to fal in some sectors (by 15 per
cent between 1985 and 1990 i n the LSCF sector, Financial Times, 30
August 1991).

Politically the period opened with considerable progress on
ZANU-ZAPU unity, inthewaked conflict dying downinMatabele-
land. Progress was assisted by a hew 1987 constitutional dispensa-
tion, whereby the Prime Minister became President, enabling
Nkomo to be offered the post of Vice President. Simultaneously, Par-
liament's 20 reserved white seatswere abolished. White representa-
tion wasreproduced on anon-partisan basisthrough ZANU’s nomi-
nation to Parliament o a number o whites prominent in the busi-
nesscommunity. Raftopoul os observes that thiswasd considerable
benefit to whites, since it " contributed to a...politicisation o their
power profile and fed a... heightened technical discourse on the
economy" (1991a, 33).

As the ZANU-ZAPU unity process progressed (culminatingin
formal unification in 1989), elements o a new political agenda
emerged. These weretheissuesd transition to aone-party state and
government privilege and corruption. On single-partyism themain
protagonistswere President Mugabe and asizable element of ZANU
on the one hand and the Zimbabwe Unity Movement (ZUM),led by
Edgar Tekere, on the other. The latter, campaigning on a pro-mul-
tiparty and anti-corruption platform, temporarily made considera-
ble inroads into ZANU support in Harare before fizzling out in
1990-91. Since then the mantle o political opposition has been
largely inherited by an internally divided assortment of leftist stu-
dents and trade union officialson the one hand, and individuals,
clubs and societies campai gning for democratic rightsand more sys-
tematic economic liberalisation on the other. Similar differences o
emphasis are evident in the increasingly important independent
press. The period saw thelifting o the State d Emergency, in force
since the Smith era, but also the detention o theleader o the Zim-
babwean Trade Union movement and the passing o a new Univer-
sity Act, which (inter alia) reduced teaching staff to the statusd gov-
ernment employees. While plans to introduce a de jure one-party
state were eventually dropped, a de facto one-party state had
emerged by 1990.

Thegovernment's main effortsto recapture the political initiative
at this time centred on the promulgation o structural adjustment as
a general development model rather than merely a set o technical



economic policy changes (see below) and a new effort to come to
gripswith theland question. With the expiry in 1990 o the guaran-
tees to white Rhodesian farmers contained in the provisions o the
L ancaster House agreement, the Zimbabwe government announced
itsintention toresettle afurther 50 per cent o the LSCFarea, by com-
pulsory purchase if necessary. At thetime thiswasannounced, how-
ever, contradictory signalswere given on who would benefit. These
continuedown to the present. Although thegovernment hasnow in-
dicated the number of African farmers who will be resettled
(110,000) it has been variously suggested that these should be the
landless, or 'trained’ black commercial agriculturalists.

The economicsand politicsof Zimbabwean adjustment

1983-January1991

Zimbabwe became amember of theWorld Bank and thelnternation-
a Monetary Fund (IMF) shortly after independence. During the
budgetary problemsd 1983it obtained an eighteen month Standby
Credit from the IMF, worth 375 MZWD. In return, Zimbabweissaid
to have agreed to devaluation, restoration o internal and external ba-
lances and cuts in development programmes and subsidies
(Kadhani, 1986). In early 1984 the Standby was suspended by the
IME According to Kadhani, thisresulted from afailure to meet credit
targets; according to Stoneman and Cliffe the most important factor
was afailure to meet budget reduction targets (1989,163);for Davies,
Sandersand Shaw it wastheresult o theintroduction o tighter im-
port controls in February 1984 (1991, 20). Whatever the reason, the
break left aresidue o ill-feeling and Zimbabwe subsequently avoid-
ed further dealingswith the Fund.

The World Bank's (not IFC’) first involvement with Zimbabwe
dated from the mid-1980swhen it financed thefirst  the country's
export revolving funds with a70 MUSD loan. The scheme was recog-
nised as successful by both parties and the Zimbabwe government
was anxious to extend it to mining and agriculture, but the Bank de-
manded that in return for this Zimbabwe should embark on trade
liberalisation (EIU,1987 No. 4, 13; 1988 No. 1, 15). Zimbabwe refused
and borrowed the money instead from British commercial banks
(thescheme has remained commercially syndicated ever since).

In thewake d the1986 UNIDO report described above, the Bank
sought to get trade liberalisation back on the agenda by generating
apublic debate on the issue o low levelsd private investment. Be-
sides the need to radically improve investment incentives, the Bank
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hasaso argued consistently for the'exhaustion' o theZimbabwean
import-substitution experiment. According to this argument, Zim-
babwe has now developed import-substitution for thefull range of
products for which this could possibly be profitable. Further sub-
stitutions would haveto befor productsfor which the Zimbabwean
market wastoo small to justify the substitution (df World Bank, 1987).
On thebasis o these arguments, the CZI seemsto have been gradu-
aly converted to tradeliberalisation and formally endorsed it at the
end o 1987 (Stonemanand Cliffe, 1989,137). The Zimbabwe govern-
ment required a more prolonged offensive, and some concessions.
From 1988 strong signals were sent that government would be al-
lowed a strong technical input into the design d any programme,
and that flexibility existed over timing. After a visit from Sven
Sandstrom (World Bank Director for Southern Africa) in March, the
Cabinet set up a committee to examine all aspects o structural ad-
justment. It was led by an Australian economist, included repre-
sentativesfrom both the CZI and the University, and contained aba-
lance o pro- and anti-adjustment figures.

The first result o the change in line was theissuing o anew in-
vestment code in May 1989, at a conference in London jointly spon-
sored by CZI and the Confederation of British Industry. The code
contained three new elements. a redefinition o foreign companies
asthosewith 25 per cent o their sharesor more owned by non-Zim-
babweans (thepreviousfigurewas15 per cent), theestablishment o
an Investment Centrewith authority toindependently approve proj-
ectsd up to5MZWD in onestep; and therecognition by Zimbabwe
o the two principal international investment guarantee protocols,
MIGA and OPIC (Government o Zimbabwe (GoZ), 1989a). Simulta-
neously the government published a list of 68 projects in which
foreign investment would be welcomed (GoZ, 1989b).

Structural adjustment itself was unveiled in three phases, July
and September 1990 and January 1991. The July package was pre-
ceded in February 1990 by the announcing d amajor easing o price
controls and theintroduction o what was called ‘free collectivebar-
gaining'. In fact this meant the abolition o statutory wage regula-
tion, except for agricultural and domestic workers. Collective bar-
gaining was till to be regulated through the Ministry o Labour,
while theright to strike remained highly circumscribed.

The July version of structural adjustment (GoZ, 1990) stated the
government's new economic policiesin aforthright but not particu-
larly detailed way. Government would " de-emphasise its expendi-
ture on socia services and emphasise investment in the material



production sectors such as agriculture, mining and manufacturing'
(GoZ, 1990, 6, para 21). Targetswere set o 5 per cent annual GDP
growth, 20 per cent annual nominal investment growth (later revised
to 25 per cent) and areduction o the budget deficit from ten to 5 per
cent o GDP by 1994-95. The centre-piece o the package however
was the announcement that over afiveyear period the import con-
troll forex allocation system would be replaced by an Open General
Import Licence (OGIL)and tariffs. There would befurther deregula-
tion o prices and labour laws.

The envisaged reduction in budget deficit was to be ac-
complished by an (unspecified) reductionin thesized thecivil ser-
vice, a phasing out o subsidiesto parastatalsand through the intro-
duction o cost-recovery measures, particularly primary school fees.
The exact timing and sequencing o the OGIL proposal was left
vague, and acommitment was made to retaining the various export
promotion and incentive schemes alongside the new system. The
proposals on price and labour law deregulation focussed on deregu-
lation d consumer prices (except some basic goods) and severe re-
duction o thewaiting timebetween announcingretrenchmentsand
being able to enforcethem. The publication o the document wasfol-
lowed by the replacement o aleading adjustment sceptic, Sam Geza,
as Permanent Secretary (PS) at the Ministry o Industry and Com-
merce. The new PS was Mudziviri Nziramasanga, who would be
paid in hard currency by the American Zimen Manpower Develop-
ment Programme (aswell as being the beneficiary of a USD 171,000
relocation package) (EIU, 1990, No. 4).The next stage of the proposals
was unveiled on September 181990, when the government unveiled
additional forex retentionl export bonus schemes, more generous
regulations on remittance o earnings, and an upgrading o theIn-
vestment Centre to consider projects up to 10 MZWD in scale, with
strong recommendatory powersin other cases.

TheWorld Bank welcomed thefirst two setsd adjustment propo-
sals but insisted that more concrete information be provided, espe-
cidly on thebudget deficit, before coming up with financial support
(E1U,1991, No. 1).It also indicated that it felt the time frame o five
years to be undesirably long, and that the issue of parastatals had
been soft-pedalled. These were, however, issues it was prepared to
concede on, at least for the time being. There may also have been a
difference of emphasis on the question o social aspects o adjust-
ment, for in the third version o the proposals references to cost re-
covery in education were deleted and a number o compensatory
measures were added to protect 'vulnerable groups.
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At the end o January 1991 the Zimbabwe government an-
nounced the most detailed version to date o the package,
"Framework for Economic Reform 1991-95" (FER) (GoZ, 1991). FER
opened by specifying a (front-loaded) timetable for reducing sub-
sidies to parastatals from 629 MZWD in 1990-91 to 40 MZWD in
1994-95. It then provided asimilar timetablefor areduction o 25 per
cent in non-education civil service employment. A commitment to
opening up money and financial services markets to new entrants
was followed by the provision d a timetable for implementing
OGIL. Inthefirst phase o this, raw materials would be transferred
with atariff level of five to 10 per cent. In the second stage, inter-
mediate and capital goodswould be transferred, with tariffsd 5-10
per cent and 10 per cent respectively. In the final stage, consumer
goodswould go on to OGIL with atariff o 30 per cent. Inanimpor-
tant departure from earlier versions, FER stated that all export prom-
otion/incentive schemes would be phased out asthisoccurred. FER
also refined the new investment code. The chief evaluative criterion
of the early 1980s, forex savings potential, would be replaced by that
o project feasibility. By 1994-95 earnings remittability would riseto
100 per cent for al foreign-owned enterprises investing hard cur-
rency (GoZ, 1991, 13). FER concluded by announcing that goods
would become price decontrolled as they entered the OGIL and that
licensing and zoning regulations would be relaxed for informal and
small-scale enterprises.

Relativeto other structural adjustment programmesin Africa, FER
was notable mainly for the absence o an agreement with the IMF
(Nigeriawas another example, however). This appeared to give the
government some latitude in other areas, notably the length of the
programme's life—five years rather than the standard three— and
thelimitation of parastatal reform to commercialisation rather than
privatisation.

Perhaps the most striking aspect d the Zimbabwean package
wasless its economic content, however, and more the way in which
until mid-1991 it came to dominate the government's political dis-
course, displacing most o ZANU’% traditional themes. In the pro-
cess, as Raftopoulos has observed (1991b) a shift occurred in Zim-
babwe's racial politics. Whites, in the form o CZI and ZNCC repre-
sentatives, directorsd large companies, professional economists etc
returned to the political spotlight asthe main supportersd the new
policy. In consequencethe white community has gained anew lease
o self-confidence.

In response to this and its implied dependence on 'external’



forces, the Zimbabwe government (urged on by theWorld Bank and
USAID, Raftopoulos, 1991a, 29) made compensatory efforts to con-
ciliate indigenous African business angry at its visible exclusion
from proceedings. The most important sign o thiswasthe blessing
it gave to the formation o an 'Indigenous Business Development
Centre', whoseaimisto pressfor " more black participation and con-
trol in the Zimbabwean economy* and resist " further marginalisa-
tion by existing monopolies” during trade liberalisation (Raf-
topoulos, ibid).

February 1991-December 1992

It was not long before structural adjustment Zimbabwe-style began
to run into serious difficulties. Initially these seem to have been a
product o technicaly deficient implementation (or perhaps poor
design), coupled with apparent second thoughts on the whole pro-
cess on the part o the World Bank. Later, as the introduction o the
IMFinto the picture combined with avery severe drought, it began
to seem that Zimbabwe was reverting from a wide-ranging struc-
tural adjustment exercise to a combination o a traditional IMF
stabilisation programme with arevival o somed itspragmatic poli-
¢y instrumentsd the1980s.

Import restrictions were lifted on the first items shifted to the
OGIL in October 1990. It is not clear whether tariffswere raised on
these goodsin the manner intended, or whether the choiced items
was a coordinated one. In any event, there followed a surge o im-
ports, much o it apparently speculative, which wasto continue right
through 1991.While exportsrose by only around 5 per centinthefirst
year o adjustment, imports ran at roughly double their anticipated
level. The result was that a trade surplus in 1989 o MUSD 203 was
turned into adeficit in 1990 of MUSD 398 and in 1991 d MUSD 560.
A balance d payments crisis ensued.

Coinciding with and contributing to this balance o payments
crisiswas afailure on the part o the World Bank and certain other
major donors (e.g.the African Development Bank, USand Britain) to
disburseany o theagreed financefor adjustment, whichit had been
anticipated would arrive at the beginning o 1991 at the latest. The
Zimbabwean government was forced into commercia short-term
borrowing d MUSD 155in mid-1991 and attempting to depress im-
port demand by introducing a 20 per cent tariff surcharge on dl
OGIL items. Simultaneously it made its first soundings about the
possibility o an IMF loan. It may possibly have also deliberately



slowed down the number o items being transferred to the OGIL
list— according to the CZI only 13 per cent o al items had been
transferred by the end of 1991 as against atarget o 30 per cent.

Presumably as a precondition d obtaining IMF finance, a mas-
sivedevaluationd the Zimbabwe dollar was undertaken in the sec-
ond hdf d 1991, pushinginflation up to over 30 per cent in consequ-
ence. Still theWorld Bank declined to disburseits promised funding
until aformal agreement with the IMF was reached in January 1992
By this time the Zimbabwe government had also been obliged to
limit forex allocations for raw material s (whichwere not asyet on the
OGIL list).

The deal signed with the IMF was said to be worth MUSD 484
over threeyears. Initially Zimbabwe did not gain accessto the softer
loan terms o the Fund's 'Enhanced Structural Adjustment Facility'
(ESAF)window. The major condition (asopposed to pre-condition)
o the loan appears to have been an agreement to very substantial
public expenditure cuts, with commitments both to overal mag-
nitude-and to a reduction in the number of ministers and minis-
tries. A second condition was the introduction of positive red in-
terest rates. Finaly, in March 1992 Zimbabwe received (part of) the
instalment o support from the World Bank it was supposed to re-
ceive in 1990-91. The African Development Bank's first disburse-
ment did not occur until Junel1992.

At thesametimethat theWorld Bank was making itsfirst payment
it was also convening a second donors conference on Zimbabwean
adjustment. Zimbabwe raised its request to the conference to sup-
port of MUSD 1,000 per annum, on account d the problems caused
by delaysin thefirst round o disbursements. Thiswas apparently
agreed by the donors but no indication was provided o how the
funding would be shared or how much would be disbursed quickly.
TheWorld Bank attempted to make agreement on this round subject
to Zimbabwe providing undertakings to begin a programme o
parastatal privatisation, beginning with the profitable posts and
telecommunications company. The Zimbabwean government appa-
rently resisted.

Meanwhile the economic crisisdf 1991-92 was being deepened
and overtaken by the most serious drought in the country's history
since 1967, or possibly 1911. Poor rains in 1990-91 were followed by
even poorer onesin 1991-92, with many parts d the country receiv-
ing only around 40 per cent o normal precipitation. Maize produc-
tion, which had already fallen by 25 per cent in 1990-91, fel by a
further 66 per cent in 1991-92. The 1990-91 fall, which was also



widely blamed on poor producer incentives, should not however
have led to a grain shortage on the scalefinally experienced, or the
subsequent further pressuresthis placed upon foreign exchange re-
serves. These were brought about instead by the Maize Board ex-
porting 600,000 t d maize between March 1990 and December 1991,
in order to meet adjustment-related financial targets. By the third
quarter o 1992 amaizesupply deficiency of 2.5t0 2.7 million tonnes
(1992-93) had opened, equivalent to import costsd over MUSD 700,
and 93 per cent o the population o thecommunal areasweresaid to
be experiencing food shortages.

In May 1992 Zimbabwe's agreement with the IMF was re-
negotiated and the former obtained aloan under ESAF conditions.
Thisadded acondition o much strengthened credit control to those
already agreed. A third donorsconferencefollowed at theend of 1992
in which apackaged MUSD 1,400 was agreed for disbursement dur-
ing 1993, including provisions for both continuation o the adjust-
ment programme and drought relief.

If these sums are disbursed swiftly, Zimbabwe's balance o pay-
mentscrisisshould be considerably eased. But thegeneral condition
o the economy has meanwhile deteriorated strongly. Most obser-
verspredict adeclinein GDPd around 10 per cent in1992. In hisJuly
1992 budget the Minister d Finance, Bernard Chidzero, predicted
that exportswould fal in both 1992 and 1993. Manufacturers, whoin
1991 werecomplaining o ashortaged imported essential inputsfol-
lowing from forex shortages, were in 1992 voicing concern over high
interest rates and the credit squeeze. Many were beginning to shed
jobs (the Indian Ocean Newsletter, 28 November 1992, estimates
7,500 privatesector retrenchmentsoccurred in 1992).1n October 1992
an official o the Zimbabwe Investment Centre told the Financial
Gazette that the Centre had approved projects worth only MUSD 40
for September 1991-92 as against MUSD 48.5for the corresponding
period the previous year. Some projects approved for 1990-91 had
apparently been shelved because d local money market illiquidity.
The forex component o the 1991-92 projects was said to be very
small.

The mood o business toward adjustment had become more
nuanced. While no sections o it were generally hostile, itsincreas-
ing resemblance to an IMF stabilisation package was causingirrita-
tion. Probably as a gesture towards such criticism, when anew In-
dustry Minister (Chris Ushewokunze) was appointed in July 1992,
Nzairamasanga was removed as PS. Simultaneously it became clear
that rather than put moreitemson the OGIL, the Zimbabwe govern-



Table 8. IFC lending fomining and non-ferrous metals in Sub-Saharan
Africa, 1977-89 (MUSD)

Mineral and Country Loan Equity Syndications  Total Year
Coal
Zimbabwe 20.0 180 380 1981
Copper
Zambia 300 30.0 1982
Alumina
Cameroon 70 09 79 1977
Zaire 02 02 1983
Nigeria 12.3 12.3 1988
Gold
Ghana 300 300 60.0 1984
06 0.6 1988
140 4.8 298 48.6 1989
Other
Zambia (cobalt) 200 100 300 1980
Guinea (diamonds) 149 12 16.1 1983
" (dimenstone/granite) 01 0.1 1987
26 0.5 31 1988

Source: Adapted from Fozzard, 1989
Key: IFC = International Financing Company

Table 9. Total lending to mining and non-ferrous metals in Sub-
Saharan Africa, World Bank Group, 7959-89 (MU SD)

Total Lending

1950/60s  1970s 1980s Total
IFC Lending/Equ/Synd 79(1)  2455(12) 2545(12)
World Banl/IDA 131(3) 265(5)  3234(13)  6639(21)
Totals 131(3) 2144(6)  5689(25)  914.3(34)

Sour ce: Adapted from Fozzard, 1989

Thirdly, the range o minerals for whose exploitation the Bank
has lent has steadily widened over the years. In the 1980s the Bank
lent to fiveor six main mineral sub-sectors, asopposed tofour in the
1970sand threein the 1960s.

Fourthly, some mineralswhich were thesubject o relatively high
levelsd lending in the 1960s and 1970s either ceased to be the sub-
ject o lending in the1980s or acquired loans only on amuch reduced
scale. These were iron ore, nickel, manganese and potash (threed
them with principal end-uses in steel-making). Gold emerged dur-
ing the 1980s as a major focus d lending, predominantly in acom-



Table 10. World Bank lending to specific mineralsin Sub-Saharan Africa,
1959-89 (MUSD)

1950160s 1970s 1980s Total
Coal 48.6 48.6
Ironore 66.0 60.0 524 178.4
Copper/lead/zinc 100.0 249.4 3494
Bauxite/alumina 16.9 12.5 294
Nickel 375 37.5
Manganese 35.0 35.0
Gold 156.7 156.7
Other 30.0 49.3 79.3
Totals 131 214.4 568.9 914.3

Sour ce: Adapted from Fozzard, 1989

Table11. World Bank lending to mining and non-ferrousmetalsin Sub-Saharan
Africa, 1986—89 (MU SD)

1986 1987 1988 1989 Total
Coal
IronOre 85 8.5
Copper/lead/zinc 110.0 20.0 130.0
Bauxite/alumina 12.3(IFC) 12.3
Nickel
Manganese
Gold 48.1(8.11FC)
Dimen. Stone/granite 0.1(IFC) 3.1(IFC) 4.2
Total 2517

Sour ce: Adapted from Fozzard, 1989

mercial form through IFC. However, lending to gold remained at a
lower level than lending to projects in the copper/lead/zinc group of
metals even in 1986-89. Lending to the latter represented 46.6 per
cent o lending in the1970sand 43.8 per cent in the1980s. 1n 1986—89
it represented 51.6 per cent of lending, while gold accounted for 38.4
per cent. Throughout the period the bulk of copper/lead/zinc lend-
ing has gone to Gecamines d Zaire, which received a total of 237
MUSD from the Bank between 1975 and 1989, or 26 per cent of the
Bank's historical commitment to African mining. Gecamines were
followed by ZCCM o Zambia, which received 135 MUSD (14.8per
cent o al lending) over the same period, including 30 MUSD for
cobalt.



World Bank mining sector policy for Sub-Saharan Africa

Despite an involvement in African mining finance from 1959 (and
mining finance elsewhere from 1957), it was not until 1977 that the
Bank published itsfirst mgjor policy statement in the area. Thistook
theform o afull-length book entitled " The Mining Industry and the
Developing Countries" (Bosson and Varon, 1977).

Theauthors' starting point wasto draw attention to two conflict-
ing trendsin contemporary mining 'politics. Ontheonehand, there
was atrend for devel oping countries to seek to gain agreater share
o returns from mineral wealth, exemplified in strategies o
nationalisation and theformation o producer cartels such as OPEC.
Ontheother hand, the multinational corporationswhich dominated
theindustry were" unwilling to give up theold yardstick o stability
in making investment decisions”. Hence new substantial invest-
ments could well grind to ahalt. To break this deadlock and for 'sta-
bility' to be regained

...the changes in perception and aspiration on the part of the developing
countries must firstbe accommodated. This accommodation however, can
only take piace withthe agentsand mechanismsat hand i nthe marketplace,
(which)must be brought into amor e perfect partnership with the host coun-
tries rather than replaced. (Bosson and Varon, 1977, Introduction)

It wastheview d the authorsthat the World Bank could and should
play the role d& broker in promoting the 'more perfect partnership'
between governments o less developed countries (LDCs) and the
international mining houses necessary to avoid the impending
crisisd investment. Elsewhere they describe this role as a'bridge'.
In other words, Bank mining sector policy in the 1970s was to per-
suade both LDC governments and the transnational s to accept com-
promises to stances which were perceived as becoming increasingly
entrenched and, hence, dangerous to the end-users whom the Bank
saw itself representing.

The wider context o this position was a contemporary convic-
tion on the part o the Bank and other influential institutions and
governmentsin the developed countries that LDCs were experienc-
ing asecular risein economic and thereby strategic importance, due
mainly to their monopoly or semi-monopoly over many basic com-
modities. The latter were simultaneously reacting against earlier
exploitation by adopting an increasingly independent line on both
political and economic questionsvis-a-vis the former colonial pow-
ers. Thislinecould be expressed inavariety o ways, from nationali-



sation of foreign assetsto flirtation with the socialist countriesonis-
sues o international politics. Thusfor the West it was both impor-
tant to 'buy into' LDCs, and simultaneously make them safe for
capitalism. TheBank saw itsown rolein this processastaking alead
where private capital wasreluctant, by disbursing large-scaledevel-
opment assistance, using the influence this bought in LDCs to se-
cure more moderate policy orientations, and explaining to the out-
sideworld (includinginternational capital) that theirfuturein LDCs
would have to be on new terms.

Bosson and Varon's book contains three main proposals for LDC
governments to consider adopting. Thefirst is to treat nationalisa-
tion in technocratic rather than ideological ways. Where companies
had already been taken over by the state, their functions should be
kept modest (essentially, the production o ore), they should beinsu-
lated as far as possible from 'political interference’ and they should
be pushed toward collaboration with private enterprise. The second
is that LDCs should strongly consider pursuing national objectives
by options other than outright nationalisation. Chapter 5 of their
work listsaseries o measures through which LDCs could improve
their leverage against and their returns from foreign capital. These
include obtaining financial support from donors to establish inde-
pendent national survey and exploration capacity, setting up miner-
als marketing boards, drawing up mining codes with provision for
resource conservation, and obliging private companies to train na-
tionals for managerial positions and reinvest their profitsin further
production activities such as processing, refining and fabrication.
Finally,and as a corollary, private mining houses should themselves
be provided by LDCswith sufficient incentives to continue invest-
ing in these circumstances. Ideally these might include fiscal re-
gimes based on income tax rather than royalties (the latter were
rarely discountable against country-of-origin tax obligations), with
tax levied only after companies had recouped al their expenditure
and made a minimum reasonable profit.

Bosson and Vaon's book seems to have had some influence on
Bank lending policy, as Payer describes an increase in loans for gov-
ernment-based exploration at the end o the 1970s (Payer, 1982,
Chapter 6). The influence on governments and mining houses does
not seem to have been very strong, though. Few, if any, governments
introduced codes o the kind described, while the mining transna-
tionals followed a rather different strategy to the kind Bosson and
Varon suggested. This involved a continuation d the trend to re-
duced levels o investment in LDCs, coupled with the adoption o



new institutional forms o investment where it was continued.
Theseincluded theformation d consortiawith other private capitals
(occasionally with LDC governments as junior partners), and seek-
ing to finance developments through large-scale loans rather than
through expansions o equity (Payer,ibid.).

The years1980-81 wereonesin which afundamental shift occur-
red in the Bank's general development philosophy andinitsiending
strategy. Theidead 'modernisation’, which in the1960sand 70s had
justified huge investments in LDCs infrastructures and even sup-
port for their import-substituting industries, as well as for large-
scale mining projects and transformatory rural integrated develop-
ment schemes, was largely abandoned. Its place was taken by the
idea of structural adjustment. In a LDC context, this referred to the
adoption by government o far more modest devel opment plansand
afar lessinterventionist economicrole. LDCswere now seen as hav-
ing overextended themselves, financially and politically, and as
needing to embrace financial orthodoxy and economic reforms
through which theleading rolein devel opment would betransferred
to the private sector.

The background to this change in the Bank's philosophy was the
international recession o 1979--83, aprofound economiccrisisinthe
LDCs, and theinternational debt crisis. Thelast of thesesprangfrom
unregulated over-lending to LDCs by public and private financial
institutionsin the 1970s, but was triggered by a50-year high in var-
iableinterest rates and a40-year low in LDC terms o trade. Thein-
terests o the international commercial banks, and development
agencies like the World Bank, now turned from competing to unload
loans onto LDCs (especially LDC state enterprises) to ensuring that
LDCs repaid their international debts. This was seen as requiring
policieswhich on the one hand would reducefiscal deficits (through
devaluation and cuts in subsidies and socia services) and on the
other hand stimulate exports.

Because the supply o western public and private money for
LDCs was now contracting, in asituation where demand from the
LDC side remained high, the World Bank determined to try to use
the higher marginal valued itsfundsto'buy' from the LDCstheeco-
nomic reformsit believed would set them on a path astable export-
led growth. The Bank's agenda for this'policy-based lending' in Af-
ricawas set out in1981in the text " Accelerated Devel opment in Sub-
Saharan Africaz An Agenda for Action” (World Bank, 1981) (also
known after its main author as the Berg report). The main focuses o
this work were agriculture, industry and internal regulatory re-



gimes. The text recommended that major increases be paid to ag-
ricultural producers, that state marketing boards be pared down or
eliminated, that subsidiesto both stateindustrial concerns and con-
sumers bewithdrawn, that privatisation beinitiated wherever feas-
ible, and that internal and external trade beliberalised.

Despite thefact that much Bank lending to mining had been car-
ried out on a basis and on assumptions little different from that o
lending to industry, the considerable change in the Bank's general
agendawas not reflected in thesection o the report on African min-
ing (pp.97-99).Intoneand content thisretained strong continuities
with Bosson and Varon's position, apart from astronger emphasison
faling investment levels.

The section opens with adefinition o the main current issuesin
African mining. These are said to be the needs to rehabilitate exist-
ing facilities (dueto low levelsd reinvestment), to attract capital for
new ventures and to step up exploration. The new neo-classical con-
ceptual framework o theremainder o the report is not extended to
thediagnosisd thereasonsfor capital shortagein mining. Theseare
formulated intermsd thedownturnin theinternational market and
in pricesand aconsequent shortaged new projectswith viablerates
d return. Emphasisis also placed on broad political issues (ahigh
level d civil disturbances and tendencies for disagreements be-
tween local and foreign partners) and on infrastructural ones— Af-
ricas relatively poor infrastructure and thelack o apre-existing'crit-
ical mass d diversified mining activity. Thereisno critique o state
enterprise assuch, unlike therest d thereport. The only discussion
O stateenterprise isactually in termsd the disadvantagesit suffers
in state-controlled forex allocation.

The main change d emphasis from the Bank's 1977 work on min-
ing to its 1981 work is the toning down in the later publication d
suggestions concerning mining codes and regulative frameworks.
For while the'bridging’ role concept is maintained, nothingissaid
about how this may be used by LDCs to obtain better conditions
from the mining houses.

The chapter also contains astatement of theareas o African min-
ing which the Bank regarded in 1981 as of greatest development po-
tential. These are listed as iron ore and hydro-electric/bauxite/
alumina complexes, particularly in Guinea and Zaire. For continu-
ing general exploration and development in these areas, an annual
investment requirement of 1,000 MUSD at 1977 prices is estimated.
This implied precisely the large showcase projects, probably with
state majority ownership, d which therest  the Berg report was so



critical. It also implied afundamental misjudgement d the market,
which aready in1981wassuffering from high levelsdf over-capacity
in these minerals, and which by 1982 was witnessing closures on a
temporary or permanent basisin the Americas, Asiaand Africa.The
Bank's own lending for these minerals was in fact to decline in the
1980s over its 1970s levels. Curiously the (equally bleak) prospects
for copper, where the Bank's major financial commitments already
were, and were to remain, were not discussed at all.

For most o the 1980s, structural adjustment thinking affected the
Bank's mining sector lending only indirectly. The primary
mechanism concerned was not anew policy approach to mining but
an insistence that governments who received mining-related loans
had " appropriate macro-economic frameworks" in place (Haug and
Strongman, 1988).

The late 1980s saw a slight change in emphasis in the content
both o adjustment and in lending policy. Whereasin theearly 1980s
the primary emphasisd policy reformswas on priceissues (devalu-
ation, contraction d state expenditures, higher agricultural pro-
ducer prices, withdrawal o subsidies) as well as privatisation, the
end o the decade saw the creation o an 'enabling environment'
added to thislist. By the latter the Bank meant some very concrete
measures LDC governments were encouraged to address, such as
new foreign investment codes, investment promotion regimes and
simplification o licensing and fiscal regimes, aswell assome rather
vague ones, such as'good governance'. Broadly however, it implied
LDC governments should concentrate on devel oping infrastructure
and ‘human capital formation' (education and health), while com-
pletely removing themselves from involvement in productive activ-
ity and trade.

The adoption d this new position coincided with the mining
section o the Bank's Africa Technical Department engaging in the
first serious review o its policies for over adecade. Thisreview had
three elements: collection of materials on changing patterns o in-
vestment during the 1980s, theformulation df new policiesto beem-
bodied in the Bank's major 1989 report on Africa, and thelaunching
o an African mining policy study (eventually published in August
1992).

A treatment o investment trendsin African mining isfound in
a1989 paper by Fozzard, Senior Geologist in the Bank's AfricaTech-
nical Department (Fozzard, 1989).This noted an increasing polarisa-
tion o African mining production towards six countries (Botswana,
Zaire, Zambia, Namibia, Zimbabwe and Guinea— South Africawas



not considered), whose potential was " not necessarily the highest
on the continent™. It further — and more significantly — noted a con-
siderable fall in Africas relative production levels. Fozzard stated
that whereas between 1960 and 1970 thereal value o Africals mineral
production for selected major commodities more than doubled, be-
tween 1970 and 1987 it virtually halved. Over the same period the
value o production in Asiaand Latin America rose. For 1947-87 as
a whole, according to Fozzard, Sub-Saharan Africas share o de-
veloping world mineral production fell from 23 per cent to 10 per
cent.

The immediate cause d thisdeclineissaid to beafal d explora-
tion-related investment, currently running only at 115 MUSD per
annum. This represented an expioration investmentl sales ratio for
Africad only 1.5 per cent, asagainst ratios d fiveto 10 per centin
Australiaand Canada. Fozzard reckoned that for aviablelevel d dis-
covery o new ore bodies to proceed, African mining needed an an-
nual exploration investment of 460 MUSD.

Thisdefinition d the central problem o African miningwascar-
ried over into the chapter on mining in the Bank's major 1989 report
on Africa(World Bank, 1989,122-28).0n the basis o thisdefinition,
the report argues that African governments have to formulate new
mining investment promotion strategies. These should involve re-
moving restrictions on foreign ownership, simplifying ‘cumber-
some' regulatory procedures (including those proposed by the Bank
in 1977), devising (still) more attractive tax arrangements, and for-
mulating a mining code. The key provisionsd this should be'iron
clad guarantees' on repatriation o earnings, including the possibil-
ity o mining houses operating entirely through off-shore accounts;
‘appropriate rules giving accessto land, granting d exploration li-
cences and mining rights; ‘appropriate’ mine development agree-
ments and management, marketing and export arrangements; and
"objectively applied labour regulations™ (WorldBank, ibid.). There-
port presents Ghana asamodel to emulate in theserespects. ™ ...exp-
loration there by private companies has picked up...following more
promotional mining and investment codes (being) introduced in
(1986)” (World Bank, 1989,127).

This cal for new investment and mining codes along these lines
is accompanied in the 1989 report by a direct attack on parastatal
mining companies d akind previously avoided. The latter are said
to operate in intrinsically economically distorted ways because o
" constant political intervention, insensitivity to mineral market con-
ditions, (pressureto) keep...high cost minesin production and man-



agerial deficiencies” (p.125). Rather then persevere with these, Afri-
can governments should concentrate on getting the regulatory
framework 'right’, through rehabilitating and restructuring minis-
tries and departments o mining, mining promotion offices and
geological surveys to give them greater strategic direction and clear
responsibilities.

Accordingto thisreport, themain areasd potential devel opment
for African mining in the1990swill be in diamonds, gemstones, in-
dustrial minerals (unspecified),rare earthsand, aboveall, gold. This
emphasis can only be described as belated. Haug and Strongman,
writing in 1988, stated that "'of 71 new internationally financed min-
ing projects in 1984 and 1985, 59 were in gold”, while "the World
Bank was involved in none o them" (Haug and Strongman, 1988,
360).

The prescriptions found in Fozzard and in the 1989 report actu-
aly predated the factual results o the Africa Mining Policy Study
which was presumably conducted in order to establish new
policies—a situation far from unique in the development o Bank
policy. Someinitial resultsof surveyscarried out as part o the Policy
Study are reported in Bolte (1990). These suggest similar doubts
about thecausesd |ow investment (and hence a so the prescriptions
for higher investment) presented in the 1989 work to those revealed
by this study in regard to Zimbabwe (see below). However, when
the Study's final report was eventually published it upheld and de-
veloped the conclusions d the Bank's general 1989 African study. The
future o African mining was one and the same as the future o pri-
vate foreign direct investment. For African countries to attract such
investment they had only to adopt a standardised package o meas-
ures. These are listed as macro-economic structural adjustment re-
forms, privatisation d state mining companies, state withdrawal
from marketing functions, provision o clear and competitive tax in-
centive structures and new, ‘enabling’ mining laws (World Bank,
1992, 52-56). (Themain novelty o the 1992 study liesin its discus-
sion o environmental questions(p.47-51) and o ‘artisanal’ mining
(p. 42-45), both o which issues are outside the scope d the present
study).

VIEWS FROM THE ZIMBABWE MINING HOUSES, 1991

In thesecond hadf d 1991 oned theauthorscarried out aseriesd ex-
tended interviews with executive director-level personnel from six
d Zimbabwe's mining houses. The objective was to ascertain there-



lation o their companies to the changing Zimbabwean political and
economic policy climate, to the " Framework for Economic Reform*
(i.e. to structural adjustment in general) and to the specific provi-
sions d the new regulatory frameworks governing investment and
mining. Discussion also covered companies relationswith theZim-
babwe government and the World Bank.

The companies

The six mining houses chosen did not represent a scientifically ar-
rived at sample o al thosewith activities in Zimbabwe since inde-
pendence. However, they were selected with aview to establishing
abalance between companiesd different generations and sizes, and
withinterestsin different minerals. There aretherefore good reasons
to regard them as reasonably representative of the contemporary
Zimbabwean mining scene.

Three d the companies with whom discussions were conducted
had been operating in Zimbabwe since the colonial period, i.e.
throughout thelife of the Smith and Smith-Muzorewa regimes and
continuously since independence. Each were part o large, diver-
sified groups. In al cases they had substantial interestsin other sec-
torsd the Zimbabwean economy, including agriculture and indus-
try. Two o these companies main interestsin Zimbabwean mining
were in base metals, the third's in gold.

Two o the remaining companies were ‘junior’ exploration and
mining houses o much more recent vintage. Both were externally
owned, but Zimbabwe was the major or even overwhelming part o
their business. Both were mainly involved in gold, one in explora-
tion and production, the other so far only in exploration. Both had
cometo Zimbabwein the post-independence period, onein thelast
couple o years.

The sixth company was a very large international conglomerate
o fairly recent origin, with external interestsin minerals, petroleum
and steel. Thiscompany had no past experience o Zimbabwe, or in-
deed o Africa. It was presently in the country for exploration of pre-
cious metals, together with a junior partner (alsoexternal).”If things
worked out" it intended to go ahead with what it described as a
"medium-sized investment™ in termsd the company's overall com-
mitments— although an extremely large one in the Zimbabwean
context.

None o the companies had invested a total o more than 20
MUSD in Zimbabwe in the post-independence period. The highest



recent annual investments werein the range o 6-10 MUSD, by the
fourth and fifth companies described above. But at the time d the
interuiews one o the three older companies had projects worth 160
MUSD 'on the table', while the sixth company was planning an in-
vestment o 200-250 MUSD in hard currency.

The changing political and economic policy climatein Zimbabwe

All o the companies regarded theinvestment climate for miningin
Zimbabwe as having been adversefor most of the1980s, but to have
significantly improved in thelast few years. On the other hand, dif-
ferences in emphasis emerged with respect to the role o Zimbab-
wean political and economic policy conditions in this climate, as
against other factors. Other, probably less marked, differenceswere
evident with regard to thetiming o the improvement o the invest-
ment climate and its current degree o attractiveness.

For four of the companies, poor world market conditions were a
major component o the investment climate o the first haf o the
decade, inhibiting their levelsd investment or discouraging any in-
vestment at all. For two o the companies, both long-established con-
glomerates whose major local interests were in base metals, poor
market conditions, combined with the relatively dispersed geology
o Zimbabwe's base metals deposits, were regarded as the single
most important factor inhibiting investment.

All o the companies regarded political and economic policy con-
ditionsin Zimbabwe as unfavourable for investment for most d the
1980s. These conditionswere the main reasonsfor low or zero levels
o local investment by the other four companies. Of the adverse po-
litical and economic policy conditions mentioned, the most frequent
wasZANU’ general political orientation. This was characterised by
the representative of one company as'Marxist-Leninist', by another
as'communist leaning', by two as'Marxist-Leninist in rhetoric' and
by afifth as'a bit socialist’. Additional negative political conditions
were mentioned by four companies. Two gave prominence to the
'dissident problem' in Matabeleland (these two companies may
have had interests in gold deposits in the area, or close to it), one
highlighted Zimbabwe's high level o 'political centralisation' and
another found the commitment to a one party state very discourag-
ing. Whiletheinterpretation o political eventsoffered by these com-
panies may be questioned, it was evident that al had aclose knowl-
edged and interest in Zimbabwean politics.



Companies also complained about what they perceived as unfa-
vourable attitudes to foreign investment for most o the period. This
was felt (or expressed) particularly sharply by the three mining
houses whose involvement with Zimbabwe dated back to the pre-
independence era, and who for thisreason had been popularly iden-
tified with colonialism and the Smith regime. Each of these com-
panieshad felt moreor lessunder siegeduring thefirstyearsd inde-
pendence and further felt that the post-independence economic
policy and legal framework incorporated adegree o punitivenessor
at least suspicion toward them. In one casethiswasaccompanied by
resentment toward the more favourable conditions under which
post-independence newcomers were admitted. But one post-inde-
pendence newcomer itself detected an unwelcoming attitude to
foreign investment at the time o its entry: "the official attitude in
the early 1980swasthat they weredoing you afavour letting you into
the country”. Thiscompany also mentioned an adverse forex regime
and the absence (sic) o an investment code at thistime as hamper-
ing investment.

The dominance attributed by certain companies to market/
geological conditionsin determining their investment decisionsis
mainly explicable in terms o their particular histories. These were
companies with heavy fixed investment in Zimbabwe at the time o
independence and little choice about whether to remain or not.
Under these conditions, undertaking any further investment would
be determined by purely micro-economic factors: " when you have a
smelter and a mine becomes exhausted, you have to open another
mine"; "a project which is believed to be interesting enough to be
presented to the Board today would also have been presented before
the recent changes...began to take place™.

The priority given by the other companies to political factorsis
perhaps less easily analysed. For obvious reasons, dl private com-
panies fear whole or partial nationalisation above dl else. Yet
some—even possibly most—of the companies for which political
considerations were paramount did not really regard nationalisation
by the Zimbabwe government as a serious threat. A more tangible
concern was probably that ZANU'’ 'bit of socialism' made for aless
than optimal businessenvironment.

Three companies saw an improvement in the investment envi-
ronment from 1987 onward, the others from 1989 or 1990. Two o the
three who saw the improvement starting earlier were oneswho also
mentioned the 'dissident problem'. For dl three the change was at
first one of general atmosphere rather than concrete measures:



"more stability and some rethinking by government"; " more prag-
matism™; "a new general attitude to private capital’. For ailmost al
the companies, really meaningful change started with the new in-
vestment codein 1989 and structural adjustment in1990-91 (thepre-
cisesignificance d these eventswill bereturned to below). One, the
largest o the newcomers, saw the turning point as the decision to
abandon the doctrine o one partyism at the end of 1990.

Companies expressed different impressions o how far the in-
vestment climate had changed. Only for one newcomer had Zim-
babwe attained the status of the most attractive country in southern
Africa for new mining investment. The other two newcomers felt
there was someway to go beforethiscould be said to bethe case. For
one"the atmosphereisstill not really oned active encouragement™,
at least compared with Ghanaand Tanzania, whilefor the other —for
whom one-partyism had been the main concern— there were still
political worries. These concerned the legal basis o the govern-
ment's envisaged land resettlement programme (see above) and,
more surprisingly, its ' backward-looking and repressive™ relation-
shiptotheUniversity o Zimbabwe. Both thiscompany and another
were both also very concerned by the recent River Ranch case. River
Ranch was a diamond claim prepared by De Beers to the point o
exploitation, which was then reallocated to a junior Australian com-
pany after De Beersrefused to alow the Minerals Marketing Corpo-
ration to handle its product (rather than the De Beers controlled
Central Selling Organisation). De Beers made several concessions,
including offering to set up a diamond cutting industry in Zim-
babwe, but the government refused to budge.

To summarise, companies perceptions o Zimbabwean politics
and changesin it took rather different forms and were shaped in dif-
ferent ways. All had a negative view o the 'old Zimbabwe' (pre-
1987), although some had been forced to livewith these dislikes. For
most o these structural adjustment represented a belated acknow-
ledgement o their weight and value, and acertain amount o pride
wastaken in it. The smaller international mining companiestended
to see adjustment in narrower economic cost-benefit terms. Assuch
it promised to herald a considerable improvement in their opera-
tional conditions. They were not however particularly interested in
itsoriginsand had only alimited appreciationd its broader political
significance. The largest incoming company however read recent
economic policy developmentsin purely political terms— but ones
which again differed from the longer-established ones. To it, eco-
nomic policy change was one piece in a jigsaw which also involved



political democracy and areasonably strong civil society as precon-
ditions o asustainable rolefor modern capital.

Structural adjustment

All the mining houses viewed structural adjustment positively, al-
though not necessarily for the reasons which might be anticipated.
For four out of six of the companies its importance was political
rather than economic. Only for thesmaller o the post-independence
newcomers did it have much economic significance as such.

For the three pre-independence groups, the political importance
of structural adjustment was twofold. On the one hand it rep-
resented a generalised commitment by government to "allocate re-
sources to the sectors where they are most needed”, on the other
hand, and more importantly, it signalled an historic rapprochement
between state and private capital — one moreover which was per-
ceived as durable. In this connection, each o these companies em-
phasised theinternal origins o structural adjustment and its politi-
cal differencesfrom standard IMF/World Bank packages. The latter
were described by one director as' Day 1: withdraw subsidies; Day
2: riots; Day 3; withdraw structural adjustment™. Hence FER’s longer
than normal time frame and its softpedalling on issues o subsidies
and the minimum wage were seen as signs of, and necessary condi-
tions for, government seriousness about the whole enterprise. The
view o thelargest d theincoming companies wassimilar.

The smaller incoming companies saw FER as directly helpful to
them insofar asit involved aliberalisation of accessto forex. A direc-
tor o oned thecompanies described thisreform as' thesingle most
important change in the structural adjustment package”, and the
package itself as"the most important event in Zimbabwe in many
years, possibly more important than independence”. This was be-
cause"Lack o forex hasbeen the chief excuse during thelast twenty
years not to reach targets, whether for production or whatever. Now
that constraint will go." The view from the other small incoming
company was similar. Free forex availability would speed up deliv-
ery o raw materials, spares and consumables and eliminate having
to pay middlemen through the nose for import licence allocations.
Interestingly, one o these smaller companies saw responsibility for
FER aslocated with the IMF and World Bank, rather than the Zim-
babwe government and CZI.

The reasons for the economic (as opposed to political) indiffer-
ence d most companiestoward FER wasthat they had already estab-



lished ways d minimising the effectsd the forex allocation system
on themselves, or intended to come to individual contractual agree-
ments with the Zimbabwe government covering al aspects o busi-
ness arrangements. The group o companiesfalling into the former
category stated (inter alia) “forex shortages have been o only minor
importance to us", "the main problem with forex wasthetimelagin
getting thehard currency, not theallocation itself" and "' thereal forex
constraint was its effect on our capacity to start new projects, not ob-
taining spares and consumables™. FER would makelittle difference
to thislast constraint. These companies had all evolved mechanisms
for by-passing middlemen in theimport licence'market'.

For the large incoming company which intended to negotiate an
individual investment contract outside FER with the Zimbabwe
government, neither structural adjustment nor any other economic
policy was o direct relevance. This company was seeking a ded
(moreor less on a'take it or leaveit' basis) which would allow it to
do its main business through an off-shore account, allow it to carry
on itsown marketing outside o MMCZ, allow it a higher financial
gearing then provided for in Zimbabwean law, and alow it to use
switched 'blocked funds' for up to two thirdsd its onshore invest-
ments. At least two other companies wished to see adjustment ex-
tended in some d these directions, but did not see such movements
asbeing attainablein the short term. Nor, presumably, did they con-
template the levelsd investment which made some o them desira-
ble.

Most d thecompanies also had minor economicreservationsabout
FER d variouskinds. For example, thebase metal sproducers, whowere
naturally intensive consumersd energy and bulk transport, objected to
the introduction d fully ‘economic’ pricing in the electricity industry
and rail transport. One d them aso linked the economic reforms to
steeply rising inflation, stating that on the basisd his company'sloca
purchasesin 1991 (not only its mining operation) priceswererising at
an annual rated 38 per cent, and not 20 per cent asthe ReserveBank was
claiming. Longer-term political qualifications were voiced by other
companies, warnhing that government expectationsover theinvestment
and employment effectsd FER were over-optimistic (*'an eased forex
situation won't in itsdf lead to higher investment™; "whereyou get in-
vestment it'll probably be in further mechanisation, even if thisisnt
what the country needs right now"), and that some slippage would be
inevitable. Thelatter was because' the programmerelieson aconstruc-
tive attitude from middle and lower level government employees, who
will probably besufferingasaresultd it".



In short, only for the small-to-medium sizeinternational mining
companies were the specific features d a promised ‘enabling envi-
ronment’ o much interest. Larger resident companies had always
been powerful enough to insulate themselves from the worst effects
d theless enabling environment which it had succeeded and hence
had little to materially gain from the concrete changes envisaged.
Larger incoming companies on the other hand felt themselves pow-
erful enough to set their own terms, regardless o whatever particu-
lar policies werein place.

Specific aspects of the regulative framework

Each o the companies was asked to comment on the current posi-
tion and planned changeswith regard to anumber o aspectsd Zim-
babwe's regul ative framework. Specificcommentswere solicited on
theissuesd repatriation o earnings, company taxation, theexplora-
tion permit system, mining rights, health and safety legislation and
labour regulations. In most cases, except with regard to the River
Ranch case (seeabove) and to some d the labour legislation which
it was proposed to change, companies had little quarrel with the
status quo. The managing director d one company described thisas
"in general, not ideal but satisfactory". Where reservations existed,
these were generally found among the older established companies
and concerned their lessfavourable termsd operation than the post-
independence entrants.

The provision in Zimbabwean |abour law requiring companies
wishing to retrench workers to go through lengthy procedures (upto
ayear) in order to obtai n permission wasthe subject o past dissatis-
faction. The proposal to change thislaw was greeted with general re-
lief, although in practice most companies had found waysaround it
anyway — usually by offering new employment only on afixed-term
contract basis. Another labour regulation regarded negatively was
therestriction on hiring expatriates, but thiswas not seen asamajor
problem (at least at present), as the great bulk o mining skillswere
in adequate supply within the country. None o the companies
found theregulations governing relationswith Trade Unions a prob-
lem and two even thought that Zimbabwe would benefit from
stronger unions than at present, at least in the mining industry —
presumably because these would enable a higher degree o regula-
tion o industrial relations. One d the smaller, incoming companies
had reservations about the requirement to build housing and infra-
structure to permanent standards when a project may have alife o



only afew years, but this was not shared by larger companies who
experienced more stringent conditionsin other countries

Relafionswith the Zimbabwean state

The basic lines of division between different kinds of mining com-
pany on structural adjustment partly reflected different sorts o rela-
tions these companies had with government. The older mining
houses tended to have one sort o relation, the smaller newcomers
another, and the larger newcomer athird.

As aready noted, a degree o mutual distrust has characterised
relations between the post-independence state and the pre-inde-
pendence mining housesin Zimbabwe. On the side o the state, its
most concrete manifestation has been the creation of the MMCZ, to
which the older mining houses strongly objected.

This underlying suspicion, together with atradition and experi-
ence o what one managing director called " striking dealswith gov-
ernmentsal over theworld", led thelarge older mining housesto es-
tablish direct links with government leadersin order to cut through
the difficulties they anticipated with the state. Two of the older com-
panies distinguished between the Zimbabwean political elite, who
they regarded as basically cooperative, and 'middie-level state offi-
cials who viewed them less sympathetically. A director o one com-
pany indicated that relations between themselves and government
were personalized through the company chairman, who was on first
name terms with a very senior Zimbabwean politician and who
"could always phone him if there were any problems”. The
downside o this for the company was that its chairman was ex-
pected to do the Zimbabwean government favoursin return.

DeBeers lossd theRiver Ranch diamond EPOillustrated that re-
lations between the pre-independence mining houses and the gov-
ernment were till abit tense. It is possible that the new Minister o
Mines, Dr. E. Zvobgo, will try to change this situation. In a recent
interview he stated: "'l am excited about diamond prospectsin this
country...(and)...I'd like to see South Africacoming in vigorously."

By contrast with thelarge, older mining houses, thesmaller new-
comers dealt with the Ministry o Mines rather than the political
elite. These dealingswere open and positive. The most senior politi-
cian they expected to encounter wasthe Minister himself. A director
d one d these companies observed that it was" extraordinary that
other companies should fedl it necessary to work in any other way",
while another remarked: "the older mining houses have



monopolised relations with the state. They have very close links
with politicians and itisdoubtful that they have used their influence
to support theindustry asawhole”.

In its relation with government, the largest o the newcomers
shared aspectsdf both these positions. Itsscaled operationsand the
conditionsitsetforitsentry weresufficiently uniqueto merititsrep-
resentatives again needing to deal directly with very senior political
figures. On the other hand, it had no interest in a cosy relation o
mutual favours. It saw itself as different from the traditional com-
panies insofar as it planned to bring a very large sum o hard cur-
rency into the country, giving it abargaining positionfrom which it
was confident o extracting an agreement outside existing regula-
tions. It was strongly implied that given ‘traditional’ African condi-
tions, the best prospects for such an agreement being sustained was
that it should be transparent. Thisin turnimplied the necessity d a
moregeneral transparency — thereby explaining the previously indi-
cated interest in democracy and civil society.

Relations with theWorld Bank

Interestingly, only thelast company discussed had what could be re-
garded as aclose relation with the World Bank. It was "well aware”
d current Bank policies and d its Mining Sector Policy Study, on
which it had been consulted. IFC had participated as a partner in
some o itsearlier projects and would possibly participate in itsup-
coming one.

The two smaller newcomers, whose interests possibly coincided
most closely with the Bank's position, had in one casealessclose re-
lationship with it and in the other case no relationship at all. One o
the companies was receiving some IFC finance but was unaware o
Bank mining sector policies and the Mining Sector Policy Study. The
other company — the only one which mentioned unprompted the
importance d a mining code—was not aware o any Bank policies
about mining and saw the Commonwealth Development Corpora
tion as an obvious partner.

O the traditional mining houses, one stated that it was not in
contact with the Bank and was unaware o its recent activity. The
other two were in contact, but were positively hostileto it. Onedis-
approved o policy-based conditionality (onthe grounds that issues
like energy pricing should be matters between government and the
local private sector). The other stated that the Bank "wasted alot o
managerial timewith their studies”. A director d this company de-



scribed the World Bank mining team as " useless" and its reports as
"rubbish'. Furthermore he took exception to the Bank's patronising
attitude "anticipating that there are no internal skillsin LDCs re-
garding economic policy formulation™. These were the same com-
panies who were at pains to stress the 'home grown' nature o FER,
and the predication of FER’s political significance on its domestic
origin.

Determinents of investment in perspective

International mining companies, even quite large ones, are by no
means a homogeneous group. They have vastly different levelsd re-
sources, bargai ning powers and historical involvements with differ-
ent minerals, continents, countries, states and politicians. Obvi-
oudly, dl prefer free enterprise to socialism o whatever variety but
beyond this similarities o interests and outlook are few. For some,
such as De Beers, the premium on maintaining an international
monopoly over a particular mineral means that they will probably
invest anywhere diamonds are to befound, regardliess o poalitical re-
gimeand economic policy framework. Others, such assome small or
small-to-medium junior companies, tend to be much more sensitive
to the structure o local legislation, environmental, mining and in-
vestment incentive related. Others again, such asthelarger non-Af-
rican international companies probably reason that they have
enough bargaining power to set their own conditions anywherein
Africa, but that these conditions are morelikely to be guaranteed in
some political environments rather than others (e.g. not where they
are seen as personal favours bestowed by a possibly temporary dic-
tator). Yd others, such as the larger African-based conglomerates,
tend to beless concerned with the content o a political or economic
regime than with the degree d partnership and respect they fed
they can command. Here economic reformsimply that such partner-
ships are deepened and formalised, something highly desirable but
not essential. All these politico-economic philosophies o invest-
ment are also dl in thelast instance subordinate to considerations
about geology and international market conditions.

The economic policylmining policy frameworks which particu-
lar African governments adopt therefore have some undeniableim-
portance to each o these different types d company. But for only a
particular and restricted group d them will the significance be pri-
mary. For others, the process o upheaval caused by the wholesale
adoption d anew framework may even bedisruptive. For most there



will either be more important considerations than the precise con-
tent o theseframeworks or other waysdf obtai ningthebenefitsthey
apparently promise. TheWorld Bank, by advocating a uniform solu-
tion to theon-going problem o low investment in Africanminingis
implying a uniformity in company outlooks and interests which
simply does not exist.

SUMMARY AND CONCLUSION

Investment in Zimbabwean mining exploration and mining was at
very low levelsthroughout the 1980s. Due to the combined effect of
low metal prices and perceived political problems, atrough in in-
vestment occurred in the mid-1980s. Willingness to invest in explo-
ration and new production facilitiesincreased toward theend o the
decade. This change depended both on the changing local invest-
ment climate and increasing metal prices. However the main focus
o investment isgold, which has experienced afairly poor price de-
velopment in the last few years. It therefore seems that the current
exploration boom in Zimbabwe is primarily related to a perceived
improved climate for investment.

Nonetheless, the exploration leve is still not satisfactory if Zim-
babwe's mining industry is to retain existing production levelsin
thelong-term, much lessif an expansion isdesired. Red investment
decisions have yet to be made for any o the large-scale projects
under discussion, primarily in PGMs. It is possible that recent eco-
nomic policy changes may tip the balance in favour d some o the
projects proceeding and that large-scale investments will then take
place. On the other hand it isequally possible that the problemsin-
creasingly encountered in managing the transition to a more free
market system could act as a deterrent. The next twelve months will
be decisivein this respect.

Structural adjustment's meaning asfar asthe main sectionsd min-
ing capital are concerned is that it represents an official acknow-
ledgement o theimportanced theroled private capital in thecoun-
try. Its detailed economic provisions are o lessimportance than its
status asasign that its interests can be expected to be taken into ac-
count in more comprehensive and extensive ways than before.
While private capital has previously had some impact on some as-
pects o economic decision-making, adjustment opens the door for
amore generalised influence on developments and perhaps along-
term corporatist role.



However, the external signalswhich are sent by thischanged en-
vironment mean that some d the new investmentswhich can be ex-
pected in mining, particularly the larger ones, may be on a lega
basis outside the framework of the reform programme and its as-
sociated investment code. This is despite the fact that the code al-
most directly reflects the content of demands some large mining
houses were making one or two years ago (df Andrews, 1991). The
adoption o the code seems to have been taken as asignal for some
of the mining houses' demands to escalate, in line with what they
may perceive as agreater receptiveness to their demands.

The World Bank is involved in each o the different aspects d
these developments. Itistheauthor o structural adjustment globally
and has been instrumental in its adoption and design in Zim-
babwe— although initially not to the same extent aselsewherein Af-
rica. Thisin turn may haveintroduced an ambiguity toward theZim-
babwean programme which led it to postponeitsfinance to adegree
which has endangered its long-term viability. The World Bank has
also maintained an on-goinginvolvement in African mining finance
and in thedevelopment d policiesto encourage mininginvestment.
On the whole both the content and influence  its work in mining
have lagged behind that o its more mainstream activity. Moreover,
its current fixation with promoting the adoption o mining invest-
ment codes corresponds neither to the real determinants o invest-
ment decisions by mining companies, nor to the content o thein-
vestment contracts which the most powerful d them are now seek-
ing.

Zimbabwe currently still hassome prospect o attracting levelsd
foreign investment in mining vastly in excess o the paltry mag-
nituded theearly 1980s, in the context partly of anew political and
economic-policy scenario. However, by theend o 1992, Zimbabwe's
economic situation had deteriorated to the extent whereinternal in-
vestment had begun to shrink and somesignsd are-thinking o ad-
justment had emerged. Expectations which had been raised
amongst certain sections o loca capital had been disappointed,
addingto the general disillusion with adjustment amongst the mass
o the population. For the latter there had only been increasesin un-
employment and declines in real purchasing power and in public
and social service quality and availability. Asfresh electionsloomin
1995, these arelikely to add to pressure from below for further policy
revisions.



APPENDIX: ZIMBABWE'S MINING LEGISLATION

General

Zimbabwean mining law differsfrom the legislationin most African countries
in that the right to prospect issubject only to limited exceptions. Exploration
permits are given to most prospectors, overriding the claimsof landowners,
and there isno need for specificnegotiations with government in each particu-
lar case. When adeposit isfound no specific permits are needed to start min-
ing. Marketing of al mineral production is done by the state. An export or-
ganisation called Minerals Marketing Corporation of Zimbabwe (MMCZ)
wasfounded in 1983. It exportsall mineral production except gold whichisre-
fined in the state owned Fidelity Gold Refinery and sold by the Reserve Bank.
State ownership in the miningindustry isrelatively limited in Zimbabwe com-
pared to most other African states. The state-owned mining holding company,
Zimbabwe Mining Development Corporation (ZMDC) is mainly engaged in
base metalsand to alesser extent gold. During themetal pricecrisisin the mid-
1980s ZM D C acquired some loss-making base metal minesand saved jobsin
the sector. The other main state company isthe steel company Zisco. The tax
level for mining companies is not particularly high in comparison with
neighbouring countries. However the foreign currency regulations, intro-
duced during the UDI period were very stringent and have only recently
begun to be relaxed in order to promote foreign investments. Labour regula-
tions have been very strict and it has been necessary to have permission from
the Ministry of Labour to lay off aworker, but these regulations are now in a
process of change. The government operates a price regulating system for
gold, whichisof great importanceto al gold producers. A floor priceisestab-
lishedin Zimbabwe dollars, at present 950 ZWD/ounce, and government pays
thisamount to al producersif the world market pricefallsbelow thislevel. If
the market price rises above thefloor level the producers repay the money in
instalments.

All mineral rightsin Zimbabwe are vested in the President on behalf o
the Stateand administered by the Minister o MinesaccordingtotheMines
and Minerals Act, originally promulgated before independence but
amended several times, lastly in 1990. This regulates al exploration and
mining. The Act provides for two types of exploration permits while no
specific permit is needed to begin actual mining. Exploration can be done
either with a Prospector's Licence or with an Exclusive Prospecting Order
(EPO). A prospector's licence, intended for small-scale prospectors, costs
only 50 ZWD and is valid for two years but does not give any exclusive
rights to the holder. A prospector's licence can only be given to Zimbab-
wean residentsor their appointed agents. An EPO isgranted for an initial
period of three years and may be extended for afurther period not exceed-
ing three years. The EPO covers a specific area and specific minerals only.
Theright to peg aclaim and start mining stems from either o these twoli-
cences to carry out exploration. The Minesand Minerals Act and the system



o licencesis handled by a Secretary d Mines assisted by the Mining Af-
fairs Board and local Mining Commissioners.

Fiscal regulations

There are several special regulations for the mining industry on fiscal mat-
ters. In short the tax regime and the foreign exchange control policy have
thefollowing characteristics:

— Incometax ischarged at 45 per cent d taxableincome. In addition to nor-
mal allowances for depreciation, special mining allowances include full
deductability for al preliminary and pre-production expenditure, such
as shaft sinking and exploration, either asit isincurred or spread over
thelifed theinvestment. The deduction can be madein unequal instal-
ments. There is a special depletion alowance d 5 per cent o the sde
valued mineral production (15per cent for gold and silver) and areplace-
ment allowance for later capital expenditure. Generally applicable alo-
wances such as Growth Point Allowance (15 per cent) for investments
made in rural depressed areas and Training Investment Allowance (50
per cent) are naturally also given to the mining industry.

- Withholdingtaxislevied at source ondividends, interest, feesand royal-
ties payable to persons not resident in Zimbabwe. The rate is generally
20 per cent except on interest whereit is10 per cent. In the cases where
double taxation treaties have been concluded, as for example with the
UK, Germany, Sweden and South Africathe rate islowered to 10-15 per
cent.

— Government makes a distinction between remittance d profitsfromin-
vestments made before 1 September 1979, called 'old investments' and
those made after that date (independence) called 'new investments'. Re-
mittability of profitson oldinvestment+s25 per cent d net after-tax pro-
fitsand 50 per cent on new investments. After the new regulationsissued
in 1989 the government also opened the possibilities to give priority
projects, on acase by casebasis, higher remittability, (up to 100 per cent).
One d the examples explicitly given d projects that would be likely to
qualify for priority statusis" mining projects, where almost all o theout-
put will be exported”. All dividends which are not repatriated, i.e. are
above 25 or 50 per cent d net after-tax profits, will be paid to the local
blocked fund account d the foreign share holder. The government tries
to encourageinvestors to keep their money in Zimbabwe by waiving the
withholding tax on that part d dividends.

— Mining companies areliableto pay 4 per cent d output value asaroyalty.
Thistax was however suspended in the 1970s and has not been applied
since.

— Locd borrowing may not exceed 35 per cent o shareholders fundsin the
cased companieswith more than 25 per cent foreign shareholding. The



mining industry has been given a higher limit than the general limit d
25 per cent for other branches o industry. If local equity participation ex-
ceeds 30 per cent additional alocation o foreign currency to the local
partner is possible.

— Duties, surtax and import tax arelevied onimported items. Dutiesrange
from 0-50 per cent but most capital goods arein the range5-20 per cent.
Asan incentive to export, industry rebates or drawback on duties are of-
fered. Surtax isnormally 20 per cent but mining equipment qualifiesfor
al5per cent rate. Therearefewer opportunities for rebates on surtax than
on duties. Import tax is often refunded for priority projects and is not
payable on specificitemsfor the mining industry such aschemicals, exp-
losives, rock drills, pipesand tubes.

I nvestment incentives

Since independence in 1980, and throughout the decade Zimbabwe, at-
tracted littleforeign investment. On the contrary there was even a net out-
flow o capital during 1987 and 1988. New foreign investment inthemining
industry was practically zero. In order to change this situation the govern-
ment o Zimbabwe embarked on a programme changing the investment
conditions aimed at encouraging foreign investmentsin al sectors o the
economy, including mining. In April 1989 thefirst step was announced to
the international mining community at awell attended investment semi-
nar in London. The second step was taken in late 1990 with the unveiling
o the Economic Policy Statement by finance minister Dr Chidzero.

The first step included several features. Firstly a new Investment Centre
was created to act asthe single window for foreign investorsin order to di-
minish bureaucracy. The Centre was given the authority to take decisions
itself on projects not exceeding 5 MZWD (for larger projectsit had to con-
sult the Minister of Finance). Further the Centre had the obligation to re-
spond to al proposals within ninety days. Secondly the government man-
ifested its commitment to maintain the protection d private property and
not to nationalise private holdings. Zimbabwe acceded to theWorld Bank's
Multilateral Investment Guarantee Agency, insuring private investors
against non-commercial risks. The government alsosigned bilateral invest-
ment agreements and instituted arrangements for international arbitration
incasesd dispute. Thirdly thegovernment reviewed the ExchangeControl
Act. The use o blocked funds for investment by third parties was intro-
duced. These funds, consisting o profits which have not been allowed re-
patriation, can be bought at a discount rate o around 65 per cent o their
nominal value. The limits for access to locd credit facilities in relation to
shareholders' fundswas raised from15 per cent to 35 per cent. The Zimbab-
wean Export Revolving Fund was extended to also include the mining sec-
tor.30 3

The second step focussed on atrade liberalization programme, in addi-



tion tofurther investment and export incentives. Tradeliberalization aims
to remove quantitative controls over imports and gradually expose the
economy to foreign competition. The pace d theliberalization is depend-
ent on the availability o finance and aslong as thisis not solved the pro-
gresswill be dow. To start with the government lifted import controlson a
small number o items and added them to the Open General Import Li-
cence (OGIL) system. None o these items was however, o interest to the
mining industry. The introduction d an Export Retention Scheme is d
much greater importanceto the mining industry. The mining sector includ-
ing ferro-alloys and steel isentitled to retain locally 5 per cent o thevaue
o export for the purchase o imported raw material sand capital goodsused
for the production d the export goods. The manufacturing sector was al-
lowed to retain 7.5 per cent. During spring 1991 aone-year 75 MUSD trade
facility was set up through a consortium d London-based commercia
banks to specifically improve the efficiency o the Zimbabwean miningin-
dustry.

A number o new investment incentives were also introduced to proj-
ects which were considered to be export oriented. To be classified asexport
oriented a project must export at least 75 per cent o its output or have a
foreign exchange payback period d three years or lessand be ableto earn
over fiveyears double the amount o foreign exchange released for theini-
tial investment. A number d special investment incentives were given to
the mining sector in order to provide amorefavourable climate for new in-
vestors and to encourage investmentsin beneficiation o minerals. Thefol-
lowing regulations were introduced:

- A 100 per cent foreign owned company which fundsits project through
an injection d foreign funds, may repatriate 100 per cent o its net after-
tax profits.

— A 100 per cent foreign owned company which funds its project with
foreign funds and locally obtained blocked funds, its own switched or
surplus funds (cash resources o loca subsidiary), may repatriate di-
vidends in proportion to the foreign funds it brought in. There is a
minimum ratio of 50:50 applied. After 5 years thereis|00 per cent remit-
tability of profits.

— A joint venture with a minimum loca participation o 30 per cent will
haveitsleve d dividend remittability decided in the same way.

- When thereisaloca Zimbabwean partner in ajoint venturewith at least
a 30 per cent stake the authorities will additionally allocate foreign ex-
change to match the 30 per cent loca equity for required inputs d the
project. In addition the authorities will alocate a further 30 per cent to
thelocal partner as away to encourage loca participation.

— Inthe case & mining exploration, blocked funds or switched funds and
cash resources in the country may be used to meet local expenses with
theimported inputsfinanced by new capital brought into the country by



theinvestor. However, once the mining stage has been reached and the
company capitalises thesefunds there must a matching inflow o funds
inorder to qualify for the dividend remittability as above.

Initially the new regulations apply only to new projects or expansions of
existing ones but thegovernmentisconsidering thereview of dividend re-
mittability for existing projects. The government also announced that
specificincentives to promote mineral s beneficiation projectswould come
during the next few months.
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THEMESFOR DISCUSSION

Structural Adjustment Programmes (SAPs) i n Tanzaniahave been de-
signed since the early 1980s as a means to combat the balance d pay-
ments crisisand resolve the socio-economiccrisiswhich started facing
the country in the early 1970s. However, the performance— asthe gov-
ernment was to admit by 1990—has been disappointing. Commodity
export earnings which financed lessthan one third o the imports by
1985 have remained at almost the samelevel.

Asaresult o this stagnation in export performance, the balance o
payments position deteriorated further over theyears. A deficitdf USD
539 mn. in 1982 became one o USD 3,431 mn. in 1984 and rosefurther
to USD 4,918 mn. by 1989 (EIU, Tanzania Country Profile 1991-92, 29).
In the process, Tanzania became a major debtor —to the tune of USD
5866 mn. in 1990 (EIU, Tanzania Country Profile, 1992-93, 32). On the
other hand official GDP figures show an average growth rate o 4 per
cent annually since 1986 and the official inflation rate had dropped to
20 per cent in1990from 30 per cent in the early 1980s (althoughit some-
how roseagair to 27 per cent in 1991).

This GDP growth is partly areflection of increased donor support.
External assistance to the country increased from USD 287 mn. (1985)to
usD mn. (1986) and USD 850 mn. (1989). About 47 per cent d this
camein theform o import support. Donor funding as a percentage o
the GDP rose from alow point o 13 per cent in 1983 to 38 per centin
1987 (Maliyamkono and Bagachwa, 1990, 23) and 48.1 per cent in 1990
(ElU,ibid., 32).

More fundamentally, as it is noted by the World Bank (1991, 60),
growthin GDP has mainly resulted from the unification d official and
"parallel markets" under liberalisation, especially through the inaugu-
ration d the" ownfunded import scheme" since1984. The schemehad
significantly eased the import compression o the previous years
(Maliyamkono and Bagachwa, ibid., 6-7). It is significant to note, for
example, that while official commodity export values were USD 424
mn. and imports were worth USD 1,380 mn. in 1989-90, imports
through the " own account™ scheme were worth USD mn. by 1988.
Imports through this scheme grew to 35 per cent o the total between
1984 and 1988 and reached almost 50 per cent by the end o the decade
(ibid., 29-30). This is aside from unregistered imports. As a result o
this scheme, the number o registered import/export companies rose
from104in 1980t01,787 in 1986 (ibid., 111). Within this context, some
growth in the official GDP figures had already taken place by 1985: a
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rise occurred from nil growth in 1983to about 3 per centin1984and 2.3
per cent the next year (Ndulu, 1986).

The significant difference in the new scenario is that while over 70
per cent o export earningsin1985weregenerated by thesix traditional
crops, by 1989 non-traditional exports accounted for about 44 per
cent—i.e., they had more than doubled in value within this period.
(TanzaniaEconomic Trends (TET), Vd. 2, No. 4,1990; Vd. 4, No.1,1991).
The question is. what are these other exports and under what condi-
tions arethey produced and traded?Thereisevidence (seefor example
Maliyamkono and Bagachwasaccount d the activitiesin the " second
economy" op. cit.) that rea but probably ecologicdly irreversible
"growth' hasbeen evident in wildlifeproducts (traditionally ivory but
now also crocodile skins, ostrich and other exatic birds), forest prod-
ucts (timber generaly, but especidly black woods, mangrove,
mahogany, asweli as medicinal plants, etc.), marine products (prawns,
lobster, béche-de-mer (seaslugs) etc.) and mineral products. A partial
shifting fromillegal to legal circuitshas occurred in each d these areas,
especialy minerals, giving for the first time a partial indication o the
significant scaled activity in thissector. Despite thefact that the major-
ity d gold and gemstones continue to be smuggled illegaly, the min-
ing sector's officia growthwas18.7 per cent in 1990 and afurther 45 per
centin1991 (TET,Vd.5, No. 1/2, 1992, 64), compared with 1.1 per cent
in1989. It wasin thissector that Tanzanias highest economicgrowth by
far was registered.

Alongside these activities there has also been agrowth in the inci-
dence d recordeddrug trafficking, whereby between 1986 and 1991468
Tanzanians were netted abroad for this offence and 19.7 tonnes o
bhang wereimpounded in 1991 alone (Daily News, 28 July1992).There
is an inextricable linkage between the booming new export areas,
cross-border criminal activity o this kind and the ongoing signifi-
cance d the "own funded import scheme™. The former, recorded and
unrecorded, fund the latter as well as the unknown level  unregis
tered imports. Liberaisation has resulted in the expansion o com-
bined lega-illegal import-export trade and created conditions
whereby previously mainly illegaly exploited and marketed com-
modities can enter legal circuits, and vice-versa.

Theobjectived thisstudy isto examinethespecificity o these appa-
rently increasingly central forms d economic activity and capital ac-
cumulation in Tanzania through an analysis d one o its main ee
ments, gold mining. Until recently this had hardly attracted any atten-
tion. Except for diamonds, the mineral sector has been considered un-
important in the past, although it has been often admitted that the



country ispotentially rich in minerals. Officia figuresstatethat in1988
mining provided only 0.5 per cent o GDP and 0.8 per cent o formal
wage employment —i.e.8500 people (Jourdan, 1990, 2). Ye two years
later gold had become one o the magjor officia foreign exchangeearn-
ing commodities, following the adoption d a government policy o
buying gold at paralel market rates. Officially purchased volumesin-
creased from 116,000 grams in 1989 to 1.65 tonnes in 1990, and an esti-
mated 7.24 tonnes in 1991. At avalued USD 39 mn. in1991 (EIU, Tan-
zania Country Report, 1992, No. 3, 16), the official export value d gold
has now easily surpassed that of coffee (thetraditional major officia ex-
port). All thisisdespite thefact that at | east 50 per cent of gold produced
i n Tanzaniacontinues to besmuggled out. Moreover, recent revised es-
timates indicate that the number o peopleinvolvedin gold miningis
actually greater than the combined number d employeesin govern-
ment and parastatal employment.

Sincethelate1980stheWorld Bank has bel atedly acknowledged the
roled mining in the structural adjustment countrieslike Tanzania (cf.
World Bank, 1989,1992). However it has completely misread the con-
tent and significanced thisrole. There are severa aspects o this mis-
reading. In the first place African mining issaid to have spectacularly
declined in levelsd investment and production during the 1980s. Sec-
ondly, this* decline" wasidentified with falling levelsof foreign direct
investment as a result d state restrictions and controls over such ac-
tivities, cumbersome regulatory procedures, unattractive taxation ar-
rangements and weak macro-economic performance. As a result o
this, Sub-Saharan Africa is said to have missed the benefits o the
boomin certain mineralsin the1970sand 1980s. 1t issaid that currently
therefore, Africa needs to create an "'enabling environment™ for the
international mining industry. This would make possible a partner-
ship between host governments and the foreign private mining com-
panies which have the capital and expertise to support new explora-
tion and development.

Taking a minority interest in new ventures is sufficient for governments to
keep abreast d mine developments and protect the national interests. All this
will require African governmentstorethink their rolesand their policiesfor the
mining sector. The main elements o an enablingenvironment reiate toforeign
exchange regime, taxation, repatriation of profits, and the regulatory and in-
stitutional framework. By financing specialised advisory services, the donor
community could help African governments to negotiate technically sound
and fair mining agreements. (World Bank, 1989,125)

According to this perspective, the only " successstory™ in African min-
ing during the decade has been Ghana, precisely because it has



adopted policiesd this kind. After the introduction o a new invest-
ment code, set o taxationrulesand regul atory framework after 1986, re-
corded gold production rose from 277,000 ounces (1983) to 400,000
ounces (1989), reflecting expanded interest and investment by foreign
private capita .’

In fact dl these positions are erroneous. As will be shown, while
foreign private direct investment certainly declined in Tanzanian min-
ing during the 1970s and 1980s, this was by no meansidentical with a
decline in production. A thriving unrecorded gold industry emerged
on ahuge scale. More recently, moreover, Tanzaniatoo hasadopted an
"enabling environment™ for foreign private investors, but in the min-
ing sector its effect islikely, if anything, to depress production levels.

THE POLITICSOF INTERPRETING ECONOMICCHANGE IN
TANZANIA

Sincethemid-1970s, studiesd the Tanzanian experienced extremely
deep socio-economiccrisis have typically focussed on the nature and
effectsd the" socidlist” movesinitiated in1967. Most havetakento task
state policies and ideology and depicted it as the root-cause d the
crisis. Radical studies have generally regarded the crisis as aresult o
the so-called "unscientific" nature o these policies and ideology
which regjected " proletarian ideology and leadership", resulting in en-
hanced dependence on international capitalism and theentrenchment
o "bureaucratic bourgeois” interests (Shivji, 1976; Ake, 1979; Babu,
1981). Acceptance o IMF conditionalities has been regarded as an at-
tempt to consolidate this state o affairs. Correspondingly, the IME/
World Bank project wasviewed in terms d international classinterests,
and seen as an attempt to stimulate exports to enable repayment o
debts and liberalise trade in order to increase northern exports
(Campbell and Stein, 1992).

Within this perspective, afew authors have aso noted that the re-
cent economicliberalisation process has marked aconsiderableshiftin
types d economicactivitiesoccupyingcentrestagein Tanzania. While
insisting that "sociaist” Tanzaniawas dl along capitalist, Shivji (1992,
49, 69) arguesthat with " post socialism' there has been arehabilitation
o the"former saboteurs™ and that "'in animmediate sense, adjustment
manifests itsdf as trade liberalisation based on paralld market
economy; an economy d smuggling, on theone hand, and dumping o
consumer commodities, on the other...".

Emerging more or less concurrently with discussion along these



lineswasadifferentform o discourse which instead viewed thecrisis
in termsd Tanzanian state policiesand ideology "' retarding the devel -
opment of capitalism™ in the countryside by reducing (potential) rural
capitaliststo " middle peasants”. These studies marshalled the theoret-
icd edificeof Lenin'scriticismd the Russian Narodniks and Bill Wer-
ren's (1973;1980) criticism d the dependency school. For these authors
Tanzanias "socidigt" policieslacked a proper classfoundation, while
capitalismwas depicted as till having aprogressiveroleto play (Muel-
ler, 1980; Shao, 1982a; 1982b). From adifferent perspectivebut in asimi-
lar vein came the criticisms o Hyden (1980; 1983), who viewed the
crisisinterms d thefailured the state to create markets which could
" capture the peasant™, who instead "' voted with hisfeet" to remainin
the' economy o affection™.

A third position which also privileged theroled "' socialist” paolicies,
was articulated from the late 1970s by theWorld Bank and others. This
identified ""socialism' with a privileging o therole o the state sector
in Tanzania, at the expense o the peasant one and with the effectsd
mismanagement, inefficiency and bankruptcy. According to this
analysis, Tanzanids future progress depended on a reversa o
"socialigt™ policies. However, for this position "sociaist™ economic
policiesshould be replaced permanently by capitalist ones, whereas
for Warren they merely needed postponing until aclassbasisfor them
had appeared.

Support for liberalisation and for market forcesto determine the d-
location d resourcesrather than the state began to gain ground by the
early 1980s among local economists and some sections o the govern-
ment bureaucracy. It was expressed ideologicaly in terms d a "de-
fence" d the wefare d the majority o the peasants. Theoreticaly it
also drew some support from stanceswhich viewed the crisisin terms
d "retarded capitalism™ and the' economy d affection”.Studiesby the
ILO (1978), Ellis (1980), Hanak (1981) and others provided empirical
data on thedeclined rural-urban terms d trade. Initial loca ideologi-
cd expression d this position was articulated by "Candid Scope”
(1981), who advocated reformsto alow greater scopefor private enter-
prise and private accumulation, basing himself on aspecifictextual in-
terpretation o Nyerere'sideas about "socialism™. Doubts within the
state about thefully fledged adoptiond thispositionin theearly 1980s
wereexpressed in continued rhetoricagainst the™ enemiesd socialism
from within™, and suggestions that it would be the Asian bourgeoisie
whose commercial interests had been expropriated who had the ex-
perience and international connections to most benefit from market
solutions.



Theinfluenced thisthird position waseventuclly consolidated by
aburgeoningset o studiesontheoperation o the"informal sector" or
"*second economy"*. Bagachwa (1981; 1982) concluded that the devel op-
ment d this sector reflected survival mechanisms by informal entrep-
reneurs (themselves mainly low incomeearners) in thecontext d afail-
ure d the officid economy to provide income-earning opportunities.
Furthermore, the development o the sector wasdepicted asareaction
by both urban and rural dwellersto the " pathology o the state”, since
it expressed "'opposition™ to inefficient government regulations, the
stifling of formal economic activities, afailured legd institutionsand
control mechanisms and afailured agricultureto support the rapidly
growing population. Its most significant featureshowever weresaid to
be its dynamism and efficiency. The" second economy** showed what
capitalism in Tanzania could actually achieve, evenin thefaced sup-
posed obstruction and persecution by the state (Maiyamkono and
Bagachwa, op. cit., 134).

In this connection, Tripp (1989, 45-6) has argued that individual
strategiesfor survival and pressures’ from below through parallel mar-
keting systems... laid the basisfor many o theliberalisation measures
that the state adopted later. Thus, the "informa economy" was a
catalyst for changeasitforceda" redefinition o the boundariesd state
control™. The state was gradually forced to recognisethe "way people
go about procuring alivelihood". This adjustment was also a move-
ment toward anideal . Activitiesin the' secondeconomy'* wereconcep-
tualized as "adaptations to social or market forces working towards
societal harmony or equilibrium™ (ibid., 33). Liberalisation measures
thus came to be depicted as embodying agenuinely popular content.

Many international studies haveasoimputed an essentially politi-
cal natureto the " second economy" and itsrolein social and economic
change in African societies. MacGaffey’s (1991) definition d "second
economy"* while not necessarily insisting on the illegality o these ac-
tivitiesin relation to the state, nonethel ess attributes their tendency to
avoid taxation and deny the government revenues the significanced
an "initiative from below" . Simultaneously, the activitiesin question
are represented as an "autonomous form o accumulation™ through
which meansd survival can becomesourcesd accumulationd wealth
to be [re]invested in productive enterprises. Asin the studies by Mac-
Gaffey (1983;1987; 1991), Bates(1983), Kasfir (1984), Rothchildand Cha-
zan (1988)and so on, reconceptualisation d state/market relationsin
terms o the existence o the "second economy", "informal sector”,
"parale markets™", etc. isaimed at demonstrating that policy reforms
designed to overcomethecrisisneed to harnessthe energy o theseac-



tivitiesand to politically rehabilitate them. In MacGaffey’s (1991, 23) for-
mulation, studies which highlight the “second economy" thus have
“important implications for international aid donors, for potential in-
vestors, both foreign and national, and for government planners”.

Animplication d thisposition isthat thecrisiscanin any event be
resolved by "good governance” and more appropriate policies. Bad
policies, and failure to manage the economies or adjust to the be-
haviour d the producers are taken to be causes, rather than mere
symptomswhich demonstrate the existenceof aproblem. A secondim-
plication is that the " second economy" is economically separate from
and opposed to the “first”. However, as Roitman (1990,676—-7)has cor-
rectly observed:

Because production and trade are social acts, it is not sufficient to examine
how market forces make workers out o people, because social formations
(which are constantly redefined by capital, the state, and producers them-
selves) determine which choices and alternatives within the productive pro-
cess are themselves legitimate. Since social structures are the loci in which
relations of production and power in society areformed, they therefore de-
termine specific patterns of commaodification.

In a nutshell, various productive relationships constitute a unified
system which hasto be understoodin relationtointegral production
systems. They are not simply aset o alternatives from which people
"choose”. Such "choices" are mythological, since individuals/
groups are not equipped with the same chances given the forms o
exploitation and domination "which control, propagate and/or re-
sist capital...” (ibid.).

Thedualism and idealism o the" second™ " parallel™/"informal*
economy thesis needsto be challenged if any proper understanding
o the nature o African socia formations— or the African economic
crisis—is to be reached. As Bangura and Gibbon (1992, 15) have
noted, this position " posits two contrasting models o resource allo-
cation with different structures o opportunities— one based on
state interventions leading to price distortions and economic rents
for aprivileged few; and asecond based on freecompetitive markets
which allocate resources optimally." Moreover, all anal ysis o unre-
corded economic activity revolvesaround its supposed " hon-state-
ness’. Theformation of aclassd parasitic rent-seekers isthus seen
as occurring only in and through the state, while the existence o a
classd " autonomous entrepreneurs” is postulated outside it.

Mamdani (1991) on Uganda and Galli (1990) on Guinea Bissau
have actually demonstrated that the groupsinvolved in the" second



economy" do not occupy separate market and production systems;
rather, they are part and parcel of an entiresystem o production, ex-
change and distribution around which particular formsd social and
political relations are embedded. " Informal™ or " second"” economy
channels o accumulation and power are just as much a product o
the post-colonial state as are purely state-based forms o accumula-
tion. When the ILO first popularised this duality, criticsalready de-
monstrated that social relations, whether in the formal or informal
sector were primarily differentiated not around degrees of state
regulation, but around the control and access to the means o pro-
duction, transformation o thelabour process and forms of accumu-
lation (LeBrun and Gerry, 1975).

This means that in both the recorded and the unrecorded
economy there arevariousformsd contradictory relations, exploita-
tion and oppression. Also found within both o them—albeit in
highly subordinate forms—may be elements o social differentia-
tion with progressive implications, i.e., involving the formation
through competition of indigenous private capital. A danger, how-
ever, with the use o terms such as " accumulation from above" and
"accumulation from below" (cf. Mamdani, 1987) to refer to theseis
that it tendsto suggest an alternative form o dualism. Such different
typesd accumulation may indeed be properly identified but ascon-
tradictory tendencies d a single system rather than as physically
separate economic processes.

To explain what constitutes the mechanisms, the conditions o
existence or the nature o the crisisin Tanzania or any other social
formation, it is necessary to explain these contradictory tendencies
in the process o accumulation. If one removes dualism, then it is
clear that the crisisin Tanzania, as elsewherein Africa, isaresult o
the nature d private accumulation through the state enterprises and
also outside them. Activities in the so-called second economy — em-
bodying these forms of accumulation— have contributed to the
crisis, rather than their emergence simply having resulted from it.
For example, it is these forms of accumulation which are partly re-
sponsiblefor the fiscal crisis and the collapse o sources o state re-
venue (taxation), as they systematically deprive government o re-
venue (as Mamdani, 1991, has observed, fiscal crisis relates to the
question d revenue and not only expenditure).

It has also been observed that in Uganda and Guinea Bissau
liberalisation and the outpouring o loansand grantsfrom donorsin
the name o supporting an " enabling environment™ for private en-
trepreneurs has often ended up encouraging non-productive rather



than productive activities and that major beneficiariesturn out to be
membersd thestate classand thetraditional bourgeoisie, for whom
production increasingly gives way to merchant and commercial ac-
tivity (Mamdani, ibid. ; Galli, op. cit.). Thus, arguably, adjustment
has generally strengthened existing accumulation forms rather than
supported the development of new, more dynamic ones. This has
been partly the result o a process o legitimisation but largely
through theincreasing levelsd (donor)liquidity available to them.
On the other hand, adjustment aso has certain other conse-
quences. For example, by creating asituationin which certain forms
o foreign investment become easier it may lead to increased forms
d competition for either or both dominant and subordinate ele-
mentsd local accumulation forms. In this process, changesin the ba-
lance o forces between different contradictory elementsin theloca
accumulation form may be affected. An examination o gold mining
in Tanzania demonstrates the importance o these considerations.

GOLD MINING IN TANZANIA

Mining activitiesin Tanzania are historically traceable tothe pre-col-
onial period. Most known activitiesat thetime consisted inthemin-
ing and working o iron, copper and salt. Unlikethe other minerals
which were primarily exploited by Africans, gold was exploited on
somescaleby Arab traders (Parker,1992; 1liffe,1979; K oponen, 1986;
Kjekshus, 1977). With the establishment o German colonial rule,
other minerals were discovered in economic quantities, including
mica, garnet, coal, and uranium (IBRD, 1961, 253). The recovery
gold and garnet in scattered operations were the principal mining
activitiesin the early years o colonization undertaken by German
diggers.

British rule (1918-61) was associated with an intensification o
mineral prospecting. Mining laws were enacted in 1921 and 1929. A
Department o Geological Survey was set up in 1923. The 1929 law
was however designed to discourage small-scale™ enterprising indi-
viduals". It was introduced to control the accelerated gold rush
which began to take place around this time and to discourage the
emergence o a''classd poor whites" as the Secretary to Native Af-
fairs, P. E. Mitchell used to cynically cal settlers and diggers who
eked out a bare subsistence. The colonial government wasin favour
o bigger concerns, and large-scale companies based in Britain and
South Africaindeed began to take an interestin gold miningin Tan-
zania by 1928.



Small mechanised gold mining operations had been operated in
Musoma and Lake Victoria districts and along the Lupa river near
Lake Rukwa since 1921. The latter had become the country's chief
source o gold by the mid-1920s. Before the large-scale companies
could set up their operations, the 1929-32 economic slump and
droughtsresulted in adeclineinthe production o alluvial gold. But
the economic slump discouraged the large companies aso, whoin
any case would have been facing stiff competition for |abour and re-
sources from the small miners as the law failed to stop their ac-
tivities. Two hundred Europeans from what is now Zaire and Zam-
bia and from within East Africaflocked to the Lupa to prospect and
dig gold in 1931 alone, and were followed by hundreds more in the
next four years. According to the mines inspector, they arrived in
Lupa by "bicycle, on foot, riding on donkeys, or anything on four
wheels which could beinduced to move" (Roberts, 1986,556).

With this gold rush by the small miners, there wasadoubling o
production from 1929 levels by 1932. Production continued to rise
until 1936. In the second haf of the1930sdry blower machines were
introduced by small-scale gold miners, thus allowing production o
gold during the dry season as a continuation o alluvial production
during therainy seasons. However, by thistimethegold rush had al-
ready subsided, as many o the diggers were able to find more reli-
able sources d incomein other sectorsand alluvial gold production
wasincreasingly being replaced by the moretechnically demanding
reef mining. Big capital now renewed itsinterest in gold mining.

Sekenke became the most important gold minein the late 1930s.
It had been taken over by the South African Central Gold Minescom-
pany in 1928 although it was not developed until later. Other South
African and British mining companies which undertook develop-
ment in Musoma and Mara areas included: Tanganyika Diamond
and Gold Development Co. (South Africa), Anglo-Transvaal Consoli-
dated Investment Co. (South Africa) and South Nyanza Develop-
ment Co. (British). There were also some Asians from within the
country and outside with interestsin mining. An exampleis Nanak
Chande, oned the wealthiest Indiansin the LakeVictoriaareawho
owned two inines managed by a South African Boer. The Soriano
group from Asia, with interestsin the Philippinestook over amajor
mine reef which had been previously developed by East African
Goldfields in Lupa (Roberts, ibid.). Asians moreover by now com-
prised most o the skilled employees found in the industry.

It is estimated that by 1938 gold mining companies employed
about 11,000 Africans and aluvial gold mining, which was more
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labour intensive and dominant in Lupa, employed approximately a
further 12,000. Many o the labourers who were employed in Lupa
came from what are now Zambia and Malawi, while around Lake
Victoria labour was mostly local. These immigrants were young
people, very often unpaid or paid very little and living under very
poor and unhealthy conditions (ibid., 557-8). The same working
conditions existed in the minesaround Lake Victoria. The only dif-
ference was that the presence here d cotton growing as an alterna-
tive source d income constantly threatened labour supply to the
mines and resulted in a high turn-over and frequent desertions.

At thesametime, agroup o Africanskilled small-scaleminers(re-
ferred to as" artisans™ in current studies) had also emerged by 1935.
Many o these were Malawians who had been previously assisting
European small-scale miners. In some minesthey came to constitute
a permanent labour force, and as a result "two years later, several
Asian artisans had been displaced by Africans” (ibid.,559). Other
Africans operated independently on a group basis, relying on the
local merchant classas an outlet.

Besides competing for labour with the cotton economy, the main
impact o gold mining on the surrounding areaswasin termsd in-
creased demand for foodstuffs. There werefarmerswho migrated to
take new lands near thegoldfieldsin Mbeya. Some d theseextended
their operations by adopting the plough or in somecircumstancesir-
rigation. Mainly as aresult, hybrid maize seeds were already being
distributed in the Southern Highlands by 1937. Fifteen years later,
more than 700 ploughs were in use in the rice fields around the
goldfields in the Southern Highlands. Such transformations also
took placein the Lake Victoriamining areasin the late 1930s under
thestimulus o rising demandsfor food and thearrival d Luo entrep-
reneurs from Kenya. These transformations resulted in differentia-
tion among therural producers, whereby somerural producerswere
increasingly being employed seasonally on thefarms d others who
had extended their operations (Illiffe,1979,316 and 393-4).

By the early 1940s gold was well-established as the most impor-
tant economic mineral and its production had peaked at an average
o four tonnesayear. By thistimethe output value o gold wasonly
exceeded by sisal. But the government gained very little revenue
from gold mining in theform o royalties, rents and fees despite its
importance as an export commodity in these years. Out o the re-
venuesfrom the industry, the government was only able to compen-
sate "for earlier deficitsincurred by the officesd minesand geolog-
ical survey". The price d gold throughout the period remained low,



since it was mainly purchased by the financial institutions (such as
the Bank o England) which had alow demand for the commodity.
As aresult, the government invested little in the industry, either in
the form o labour recruitment, provision o infrastructure or eco-
nomic protection. In the case o the Lake Victoriaarea the govern-
ment's attitude towardstheindustry waslargely negative, reflecting
the importance attached to cotton production.

With the advent o World War 11 gold production began to de-
cline, mainly because o "war economy supply" priorities. From
1941, "mining companies were denied priority for supplies d
machinery, gold prospecting was banned until the end o the war,
and labour became genuinely scarce’™ (Roberts, op. cit., 560). Thefor-
tunes d gold declined further with the discovery o diamonds at
Mwadui in Shinyangain 1939 by Dr. Williamson. By 1945 diamond
exports accounted for the single largest component of export value
and gold production had declined to an average d twotonnesayear.
Production d diamondswas ableto rise steadily asit was backed by
a" number o Indian merchantsin Tanganyikaand atask forced Ita-
lian prisoners d war.... By 1946 [there were] 6,000 workers... with
their families..., and over 200 armed guards” at Mwadui (Epstein,
1982, 89). Active government support for diamond mining (includ-
ing taking up equity in the private companies and even proposing
nationalization (in1946) was due to thefact that diamonds* earned
at that time more foreign exchange for (the colonial government)
than almost any other export, and the British ...(were) understanda-
bly concerned with preserving itsvalue"” (ibid., 90).

Minerals contributed 3 per cent to recorded GDP by 1950. At
around 15 per cent o total exports by value, their overseas earnings
were nearly as much as those o coffee or cotton. Diamonds ac-
counted for roughly two-thirds o mineral production by 1960, al-
though by thistime gold production had risen to 3.5tonnesfromits
previousiow levels(IBRD,0op. cit.). With the government's actionsin
the 1940s, coupled with the relative unimportance o gold in the
international monetary system which was to last until 1970, it had
become unprofitable for large companies to develop gold mining.
Throughout the period prior to 1970, the gold price remained at only
USD 35 per ounce.

The most important gold mine o the inter-war period, at
Sekenke (Lake Victoria area) which was operated by Tanganyika
Central Gold Mines, along with other less large mines, were closed
by thelate 1940s.The only big minewhich continued to operate until
the early 1960s and produced well over haf o total gold production



wasthat owned by Tanganyika Concessionsin Geita. Thisremained
the largest gold mine in East Africa (employing around 2,200) until
it was closed in 1966. Although greatly improved in terms o effi-
ciency from the 1950s, it constantly faced financial problems. The
only other remaining mining activities by the 1950s were those o
the medium scale companies which operated in Lupa (Saza and
Ntumbi), M panda (Mukwamba), Mwanza (Geitaand Mawe Meru),
Musoma (Buhemba and Kiabakari), Singida (Sekenke-lramba),
Shinyanga (Nzega) and Ruvu River. The small-scale producers who
had emerged in the 1930s, who used labour intensive methods, and
whosactivitieswerearticulated with merchant capital werealso still
in operation. Some o those who had been previously employed by
the mining companies which were closing down joined the ranks of
"artisanal" minersbarely surviving on the activity.

Commercial gold mining declined rapidly before and soon after
independence from three tonnes per annum in the early 1960sto 10
kginthel970s.1t officiallyceased entirely in1972. TheThreeYear De-
velopment Plan for Tanganyika (1961-1964) which had been pre-
pared by the World Bank considered that the development o the
country depended fundamentally on the transformation o agricul-
tureand animal husbandry. A contribution from mining to devel op-
ment was merely something to be hoped for — probably in the fu-
ture. On the other hand the Plan's authors advised the government
to modify its mining policies" as necessary, to increase theattraction
and (give) encouragement to further prospecting by private in-
terests”, chiefly through providing favourable tax incentivesin the
early stages o mine development (IBRD, op. cit., 8 and 269). In any
case, since many o the companies which had been previously in-
terested in gold prospecting were South African based, trade sanc-
tions on South Africa from 1961 made it impossible for them to oper-
ateinTanzaniairrespective d the tax regime. Those which were not
South African were also disadvantaged, by the fact that they could
not import cheap mining inputsfrom South Africa.

However, the disappearance d large-scale operations and offi-
cially recorded production did not eliminate gold mining activities.
The large number o skilled people experienced in loaning, gold
prospecting and underground mining methodswho werelaid off by
the companies which closed down increasingly moved into "self-
employed” mining. "Artisanal™ mining, continuing to rely on the
market provided by Asian, Arab and Greek merchants existed
throughout the period when large-scale mining companies ceased
to operate. Most o this gold was smuggled into Kenya (Jones, 1931,



113 and 122) before being trans-shipped elsewhere. Intensification
o "artisanal" production increased further with the laying of o
more minersin 1976 asaresult o adeclinein diamond production.

These small-scale mining activities were illegal from the state's
point o view asthe19291aw remained in operation. Under thislaw,
prospecting by private firms had to be in association with the gov-
ernment, which in turn granted licences to qualified adults at its
own discretion for anominal fee. The government could i ssuean exc-
lusive prospecting licencefor an areadf up to eight square milesor
a negotiated special exclusive prospecting licence covering alarger
area. It could also control prospecting activities by formally closing
any district or awhole territory for any specified minerals, or simply
by withholding prospecting licences. During the colonial period,
government had prohibited prospecting throughout the country for
diamonds (except for Williamson Diamonds Co. in the 1940s), coal,
helium and salt. In certain specified areas it had also prohibited
prospecting for gold, gypsum, meershaum, kaolin, radioactive min-
eralsand materials for cement production.

The international scene in regard to gold demand began to
change from 1969. From this year, the demand for industrial gold
began to rise by 12 per cent per annum. Simultaneously, there wasa
huge increasein the US budget deficit and a corresponding decline
in US gold stocks, which created acrisisin confidence in the dollar
asauniversal currency. Consequently, the priced gold began torise
from 1971. Further price increases were to be fuelled by a surge o
speculation on the free gold market, as a result d which the price
rose to USD 49.25 per ounce by 1972 (Green, op. cit., 3).

The international financial chaos o 1973 together with the in-
flationary fearsaccompanying thethreatened devaluation of the dol-
lar sent the price d gold to USD 132 an ouncein July. By 1975, it had
reached USD 197.50 an ounce, whereafter it fluctuated inversely
with movements in the US dollar value. The price d gold rose
dramatically from USD 330 to USD 507 an ounce in 1982, only to col-
lapsein early 1985 to USD 300. Later in theyear it sharply roseagain,
only to ease back to USD 400 after 1986 (Green, op. cit., 3-4).

With theopening d afree market in gold from1971, the nature o
the gold market also substantially altered. While two-thirds o gold
had been bought by the monetary authorities between 1948 and
1965, whichin turn had kept the priced gold and itssupply constant
or below itsvalue, 60 per cent o gold coming into the market by 1986
went into jewellery, 14 per cent to industry, 14 per cent to private bar
hoarding, while bullion coinstook up the balance(ibid., 5).Switzer-
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land emerged as the fulcrum o the European industry, with a con-
centration o private bank-owned small refineries. Major marketsin-
cluded the Middle-East and India, where there was very high de-
mand for jewellery. Therefore, there was a renaissance in gold min-
ing internationally from the early 1970s reminiscent o the
nineteenth century boom.

Officidly, gold production in Tanzania failed to respond to this
rapid increase in world prices to the extent that by 1989, registered
gold production was still only 116 kg. Studies examining this sector
inTanzania (e.g.Parker, op. cit. and Jourdan, op. cit.), placeresponsi-
bility for this on Tanzanids "socidist™ policies, in particular
nationalisationsin other sectors. According to Parker (ibid.,19) and
Jourdan (ibid.),outside investors becameinterested ininvestingin
mineralsin Tanzaniaonly in the 1980s, because the government had
by then abandoned itsfailed policies and changed tax, employment
and exchange control regulations. By 1992, there were 67 companies
licenced in mineral drilling, although al o them were merely rep-
resented by agents (Daily News, 5 August 1992).

Actualy however, Tanzanias mining law was changed in 1979 and
was designed to encouragelarge-scaleforeign companies. I nstead, the
big mining houses in South Africa, which had been profitable even
when goldearned only USD 35an ounce, werereaping sufficiently huge
profitsat hometo not risk movinginto uncharted territory.

The Tanzanian government's own attempts to take advantage o
the new profitability o gold through the establishment o the State
Mining Corporation (STAMICO) adso proved to be doomed.
STAMICO attempted to reactivate production o gold from alluvial
sources by using large-scale production techniques (Jones, op. cit.,
111).This was despite the fact that it could not run the buck reef
mineswhich it had taken over in 1971. Such large-scale operationsre-
quired a massive injection o capital from the government if they
were to bear fruit. Thiswas not possible at atimewhen the state had
already begun to face afiscal crisis.

Attempts by STAMICO to attract large capital in the 1970s and
early 1980sin theform d aid or joint public-privateinvestmentsalso
failed, even with the new government mining law which cameinto
operation in 1979. Under thislaw, government participationin such
ventures was no longer mandatory, and loca small-scale miners
could for thefirst timelegally peg claims and work on them. Foreign
gold mining companiesonly began to appear in 1984, although then,
indeed it was under the same 1979 Mining Act which provided the
legal and political framework and incentivesfor large-scale mining.
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Further reforms o the mining law were passed by the govern-
ment in1982-83. In 1987t a so approved agold and gemstonestrade
rationalisation policy which established aframework for privatiza-
tion o minerals trading activities (liberalised in 1989). Current in-
vestment incentive packages in the country include low corporate
taxes, exemptions from customs and sales duties, reduced royalty
payments, increased foreign exchange benefits by allowing reten-
tions o up to 70 per cent, and the creation of an Investment Promo-
tion Centre (IPC)to provide accelerated clearancefor investmentsin
anumber o sectors, including mining. By 1992, agreementsreached
between government and foreign private investors for prospecting
and mining rights took the forms d royalties levied at 3 per cent o
income, a 10 per cent government stake in the company and normal
income tax levels (IPC1992).

Of the sixty-seven companies currently licenced in the mining
sector, about twenty had applied for prospectinglicencesin gold by
1992. Interestingly, almost none o the foreign companies which
were given exclusive rights in gold mine development since the
mid-1980s have opened new mines. For example, Dar Tardine Tan-
zania (the representative d a Swiss company) was given exclusive
rightsin 1984 to an areawhich covered 80 per cent o the most attrac-
tive gold prospects in the northern part of the country (Mara,
Mwanza and Singida). By 1988, the company had managed to shut
out other investors in the area but had not explored or developed
new prospects. Instead, it was involved in an experimental retreat-
ment o the Buhemba (M usoma) dump by cyanide leaching, produc-
ing only 40 kg per annum. It was also involved in a project with
STAMICO to send teams o purchasers into "illegal™ gold mining
areas to buy gold at open market prices (Jourdan, op. cit., 9). This
company fell under parliamentary investigation for smuggling in
the same year. By 1991, it had lost all its prospecting licences, and is
currently involved in alegal wrangleto get them back (EIU, Tanzania
Country Report, 1991, No. 3, 19). Likewise, the Canadian Placer
Dome company was granted an exclusivelicence to work on theim-
portant Bulyanhulu deposit. However, it relinquished the prospect
"apparently for internal reasons" (Parker,op. cit., 82).Infact theonly
mechanised gold production operationsin Tanzania so far are Tan-
Can Gold Ltd. in Nzega and Mans Mining in Lupa. The remaining
companies seem more interested in recovery operations on older
sitesand the activities o the"artisanal" miners.

This reflects changes in the economics and technology o gold
production. At current price levels (USD 330-360 per ounce), deep



mines are hardly economic anywhere in the world, and few new
ones are likely to open. On the other hand, new low-cost organic
chemical technologies have been developed in recent years which
alow the recovery d gold from easily accessible sites and materials
which were previously considered too low grade to merit corporate
investment. Some d these technol ogies— which are even portable—
are particularly suited to " mopping up" gold from old workings o
various descriptions. The 1980s have seen an expansion o so-called
"junior' small mining houses based in Australia, Canada, and parts
o Europe (e.g. Ireland) which specialise in precisely these opera-
tions, which in Tanzania they profitably combine with buying gold
from small miners.

Alongside theforeign mining companiesthere are several Tanza-
nian players. These include the Bank of Tanzania, which since 1939
has itself been buying from small miners at parallel market prices
and three types o local company, described as follows by Parker:

Local Tanzanian companies are d three main types. Severa artisan miners
often, with assistance from foreign companies, are trying to develop their
claimsinto mechanized mines (Chipaka, Kiganga, Four Gold Miners).Loca
businessmen, often Asians or Greeks, establish companiesto formalizethe
gold dealing which they have probably been doing illegally for years. The
most interesting are those set up by Tanzanian geologists or mining ad-
ministrators. (Bungu, Engineering Associates, ibid., 82)

The activities d the small miners (so-called "artisans”, galampsey,
creusseurs or pailleurs) have in recent years mainly been undertaken
at old mines and areas where known alluvia deposits existed up to
the early 1970s. Their numbers experienced a spectacular boom in
1976 with the discovery o ahitherto unknown large gold deposit at
Bulyanhulu (now recognized as aworld class deposit) in the south-
ern part o LakeVictoriaand theinflux toitd workerswho had been
laid off indiamond mining (Billset al,1991,292).Sincethen thesmall
miners have continued making totally new discoveries in many
partsd thecountry every year, to the extent that by 1990 it was esti-
mated that there were about 300 gold mining sitesand an unknown
number o gemstone sites operated by "artisanal™ miners (Parker,
op. cit., 20).

Despite the activity being illegal from the government's point of
view, mining communities o 10,000 up to 25,000 people were being
"unofficially™ established within a space o afew weeks in these
years, with a"high degree o internal organisation™. Since the Vil-
lage Act, which passed land ownership to village governments as



corporate bodies, had already been introduced by this time, these
activities must have been undertaken with the knowledge or partici-
pation (direct or indirect) of party and government officialsat some
levels. The same isindicated by thecompletelack d enforcement o
the mining law. Within a year of the discovery d Bulyanhulu, for
example, 50,000 people were reported to be working thereef or pro-
viding support services to miners". Recent estimates are that there
are 300,000" people operating at gold sites. (Bills,op. cit., 292)

Bulyanhulu miners were cleared from the site by the state in
favour of STAMICO and international mining interestsin 1978. De-
spite this, illegal mining on an unquantifiable scale continued at
thissiteand othersthroughout thecountry. Itisestimated thatinthe
past 15 years or so, between eight to fifteen tonnes o gold have been
produced by these small-scale miners annually. According to the
Business Times (7 December 1990) about half currentforeign exchange
earnings (about USD 172 mn.) or ailmost three timesthe value o cof-
fee exports were lost annually through the unofficial gold trading
channels in the 1980s.?

Despite the 1979 legal reform, it was therefore not until the 1989
liberalisation in mineral trading that many small miners operations
became official. Since then, previously unofficial claimants have
begun pegging their claimsin the name of asingle owner or partner-
ship (asyndicate d miners). Village governments have also pegged
claimson behalf of villages. Thelatter have been administered by vil-
lage | eadershipswhich have also kept ' records o visitors, peopleliv-

' This is about a half of the official figures of wage employment which by 1990
stood at 633 380, and more than all public sector employment. Officialy, the
number of people in mining activities has fallen to only 7,000! Parker (op. cit.,
101) more conservatively estimates 300,000 at all mining sites (gold, gemstones
and other) in Tanzania. Certain Tanzanite sites have huge populations. In 1990
25,000 people were removed from one at Marelani in Arusha (EIU, Tanzania
Country Report, 1991, No. 1, 21). When the author visited the site in 1993 he
found 50,000 persons there.

> One o the main such channels seems still to be via Kenya. This may also be a
channel for Zairian smuggling. The Kenyan connection involves an interesting
combining of legal and illegal activity and probably alsolarge-scalefraud. A Ke-
nyan company, Goldenberg International, claimed to be exporting almost KSh.
1 bn (USD 16 mn.) worth of diamonds per month in 1992. Kenya produces no
diamonds or any other mineral in significant quantities. Of course, Golden-
berg0s claims were also tied to effortsto fraudulently obtain billions of Kenya
shillings from certain politically-connected banks, which were in turn used to
speculate on the foreign exchange market (cf. Financial Times, 24 March 1993).
(Editor).



ing and mining on the claim and gold production (official or unoffi-
cial)" (Bills, op. cit.). The claimholders do not work on the pits, in-
stead they lease the claimsto aseriesd " pit owners" who are given
control o a few metres o strike length. The pit owners in turn
employ four to six minerswho do the actual work.

With regard to production relations therefore, the claimholder
usually becomesacapitalist landowner (receivingan agreed share d
the mined ore or the product d an agreed number o labour shifts),
while the pit owner is a small capitalist or sub-contractor who in
turn employs workers. Under such arrangements, the pit owner
either works at the claimholder's expense or at his own expense (pit
ownersareinvariably men).Intheformer casethepit owner and the
workersare paid intheform o retaining the proceeds o a"shift" o
their own for one to three days aweek. In thelatter, the claimholder
receives the proceeds o ashift for one to two daysaweek. The min-
ers themselves receiveashare o the mined ore which the pit owner
retains. While the rates o the share o the mined ore between the
claimholder and the pit owner may vary, on average theformer gets
about 30 per cent and thelatter takestherest. At thispoint, either the
bagged crude oreisauctioned to otherswho purchase and treat it, or
itistreated inclividually by the claimholder or the pit owner.

Production methods are simple and labour intensive.
M echanized equipment (such as compressors, jackhammers, water
pumps or even explosives) are arare phenomenon at the sites. Even
that which isavailableisin extremely bad shape. Mining isdone by
hand using "outworn pickaxes, sledge hammers, chisels and
shovels” (ibid.). The team d miners which is organised by the pit
owner carries out shaft sinking and extraction o gold ore. Shaftsare
sunk at arate d up to three meters a day, and waste rock and oreis
hoisted to the pit surface by baskets or sacks. The broken quartz reef
issorted by hand.

Grinding, crushing and recovery d gold is done with rented
equipment and hired |abour (mostly old men).Then othersare hired
to pound. Thisisthe most highly paid labour, and withinagoldfield
there may be up to twenty groups o four to fifteen workerswho do
this job. The pounded product is sieved so as to remove the over-
sized product and repound it. Repounding isdone by children who
are a source o cheap labour. Gold recovery from sand is done by
sluicing and finally amalgamating with mercury. Finally tailingsare
sold for regrinding and rewashing, a job which is undertaken in-
doors by women in mining and surrounding villages.

The fortune makers in this process, as in most historic gold



rushes, are firstly the claimholders . These basically comprise the
rural bourgeoisie and village leaders (whoarein aposition to regis-
ter claims at local offices and at the Ministry o Water, Energy and
Minerals), some syndicates o small-scale miners, some Asian and
Greek businessmen, employees d the official mining sector and
urban party and state bureaucrats. Secondly come the merchants—
dealers who are " notoriously shy over the observance o their ac-
tivities [who] congregate around margins o the workings with
scalesand a practised eyefor fraud, and thetrue density o gold and
thetypical finenessd eachfield” (ibid., 294). Itisthesewho smuggle
out gold and recycletheforeign exchange earned fromit through im-
portation of consumer goods. These groups are the main benefi-
ciaries o theliberalisation measures, which have partly formalised
these activities.

The pit owners' fortunesare mixed. A few makeit, depending on
the richness o the deposit, but most do not. Most pit owners are
themselves workers, the difference being that they employ others
and are not permanently controlled by the claimholder. Their ten-
dency isto drift to wherever there are better prospects. The mgjority
o the workers are losers in these operations. Other losers are the
poor rural dwellers who lose their lands after claims have been peg-
ged.

Many mining camps are highly organised. Some claim holders
erect quarters so as to attract a permanent labour force to the camps.
Onceacampisestablished, within weekstherefollowsachain o en-
trepreneurs— second-hand clothes dealers, tailors, beer sellers,
prostitutes and those who establish food stalls, kiosks and " hotels”.
The camp also starts being serviced by water sellers. The organisa-
tion o thecamps embodiesconsiderable social differentiation, rang-
ing from "high street”" to "low ones". Even the nature d means o
transport reflectsthe same segmentation (frombicycletaxisto buses
to four wheel drive vehicles). Party (CCM) officials and the *'tradi-
tional" defence groups (Sungu Sungu) are also present in these
camps (ibid., 295).

The way that current operations are carried out and the manner
in which camps are organised has a number o implications for the
people d theareas and the physical surroundings. Massiveland ero-
sion and deforestation occursasaresult o the concentration o most
mining on shallow, soft ore areas which are abandoned immediately
there are water or air problems. The use d mercury —at least one
tonnewasafficia lyimported for mining usein1991( Sunday News, 4
October 1992) —to capture gold from sedi ments has meanwhil e seri-



ous environmental and health implications in terms o pollution,
neurological problems and birth defects. Other mining-related
health problems include the spread of AIDS, diseases arising from
unhealthy sanitary conditions, pulmonary problems and deaths
from major collapses.

CONCLUDING REMARKS

Ashasbeen shown above, thelegal framework and attitude towards
private mining investmentinTanzaniahasover theyearsbecomere-
latively favourable. Ye so far it has proved difficult to attract large-
scale mining companies. In the case o developing countries gener-
aly it has been observed that " newly liberalized investment codes
have not precipitated a rush by private companies and the invest-
ments that have been made have tended to be cautiously selective
both in terms o countries and commodities” (Andrews, 1991, 50).
Ghana's meteoric boom in large-scale gold mining, supposedly the
result of an " enabling environment™, isunlikely to be generalised to
other countries in Africagiven the specificity of Ghana's history o
mining investments. Asindicated, most of the new foreign direct in-
vestmentsin Tanzaniaare small-scale and in recovery processes.

It is obvious that the World Bank's thesis that mining in Africa
was hampered by controlsand inappropriate policies, and that what
isrequiredisan " enabling environment” isbased on fal se premises.
It rests at the very least on confusion between mining in general and
mining by very large-scale foreign private companies. Controlsand
"inappropriate policies” were never relevant for the small-scale, so-
called artisanal, sector whosefortunesfdl and rose with fluctuations
in the gold price and labour market changes. Nor have Tanzanias
lawsever been hostile to foreign private mining companies, even be-
forethelegal changesd 1979.

These lawsfollowed the direction which theWorld Bank has since
been advocating and yet they failed to attract investments in gold
until new technologies accessible to"junior" foreign companies be-
cameavailable. TheWorld Bank's argument isalso based on thefalse
assumption that therewas an actual fall of production of mineralsin
Africa, when huge quantities of artisanal production were going un-
recorded (over 40 per cent o gold in Sub-Saharan Africais still pro-
duced by "artisanal™ miners). Thefactis, while production may have
fallen for large companies and for bulk mineralswhich require heavy
investment (e.g.copper, iron ore, phosphates, etc.), orthodox statis-



tics tell us practically nothing about the realities o production of
gold, diamonds, and other gemstones.

Given the changing nature o production processesand relations
intheindustry, coupled with the price and demand situation in the
world market,”most commercial mining companiesin the case o
Tanzania are likely to continueto take licences for mercantile, or at
best, recovery purposes as DTT did in the 1980s. Actual miningis
likely toremaininthe handsd theso-called artisans, becaused the
latters extreme cost advantage. These alow a high level o "un-
economic” production. AsBill et al state " In consequenceitison oc-
casion possible for the artisanal miners to highgrade deposits that
would be too low in overall grade for commercial companiesto con-
sider" (ibid., 293).

The new technologies which emerged in gold mining from the
1970s interlock with and help reproduce existing production re-
lationships in gold. These remain even now quasi-feudal with mer-
chant capital dominating. Larger capital (foreignor local) —commer-
cial, state or industrial — hasitself been operating mainly in a mer-
cantilist form, hence fettering further technical transformation. The
World Bank and the advocatesd the' second economy** dualism are
hencein practice championing the dominance d merchant capital in
production. They are defending forms d accumulation which tally
well with the expansion o the world market but which in the pro-
cess undermine productive accumulation and encourage an
"economy o plunder”. The advocates o the "second economy"
thesis reproduce this position because o their failure to grasp the
fact that petty commodity production and small-scale enterprises
are essentially an expression o fragmentation within capital. The
latter constitutes the very logic o existence d capital and its repro-
duction (competition-monopoly-competition).

These forms d accumulation have definite implications in the
process o class formation in Tanzania. Within the mining villages
the producers are differentiated and this differentiation forms part
and parcel o differentiation in the surrounding areas and class dif-
ferentiationsin society at large, under forms o accumulation which
combine competitive market relations (accumulation from below)
with the manipulation o state and international connections (ac-
cumulation from above). The unity and contradictions o these two
formsd accumulation and their political implicationsiocally and at
the country level have not been studied in Tanzania.

Those in Tanzania who criticised theWorld Bank and IMFfrom a
radical position have usually counterpoised to them the autonom-



ous organisations of the ™ civil society", and have ended up in esp-
ousing dl sortsdf social movements asagentsd change from below.
This has usually been done without an examination o the specific
modes d politicsbeing generated at different production sites— the
factory, thefarm, the mine, the plantation and home. Itisdifficult, if
not impossible, to grasp the real nature o future politicsfrom below
without understanding the changes that are taking place in the ac-
cumulation process and struggles around it.

Currently for example, small-scale mining— despite its crude
methods o production, itsoppressivesocial relationsand itsoverall
congruity with and stimulation o compradorialism in the national
economy —isproviding ameansd livelihood to many peopleinthe
form o profits or wages, besides stimulating other forms o local
level capitalist growth. The granting o prospecting licences to large
or "junior" international mining houses is bound to generate defi-
nite conflicts between "artisanal” production, which concentrates
on shallow deposits usually situated in the bulk mines and that o
the international companies, which are likely to claim these same
sites (and enjoy legal priority to them).Thelatter's " mining"”, asBills
et al (op. cit.) have observed, tendsto sterilise aworking areafor sev-
eral years during exploration and feasibility studies. This clashes
with interests o local operatives and claimants. Already, the grant-
ing o licences by IPCtolarge capital i sincreasingly resulting in con-
flicts. This, for example, has been the case in Dodoma where a Ko
rean company was given land belonging to several villages for min-
eral prospecting, and also in Arusha where aforeign company was
given land belonging to twenty-five villagesin Kiteto district to es-
tablish a game farm (Cai |y News, 5 August 1992). Besides this, the
foreign companies will without question employ only afraction o
the current labour force with severe implications for the basically
healthy capitalist development o agriculture and servicesin mining
areas.
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