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and machinery? and handled the marketing and processing of the 

mines output for the final consumers. 

The peoples of host countries benefitted little from the 

multiplier effects promised by mainstream economists. 

Enclave-like mine development generated few backwards or forwards 

linkages to other sectors of the national economy. Only a small 

fraction of t h e national labor force obtained even low paid jobs 

on the mines -- and in recent years increasingly 

capital - intensive mechanization has reduced that fraction. Few 

workers learned the skills needed to manage the mines? far less 

increase productivity in other sectors of the national economy. 

And the companies remitted a major share of the profits to their 

home countries -- in small countries like Zambia and Namibia as 

much as 25 to 40 percent of the Gross Domestic Product 

leaving behind little capital to start other productive 

activities. The host countries spent the little foreign 

exchange they earned for their mineral exports to import high 

priced manufactures for those few who could afford to buy them. 

When the world prices for crude minerals fell? the foreign mine 

companies simply laid off workers and cut back production -- and 

crises spread through the national economies. 

After World War II, nationalist movements held out the hope 

that independence would assure a greater share of the benefits 

from their countries' minerals. But? as we all know too well? 



their bright dreams dashed on the rocks cf the harsh reality. 

Even when newly independent national governments acquired shares 

in their countries' mines, seeking to take over the management 

and capture the investable surpluses gen erated, the majority of 

their peoples benefitted little. 

By the late 1970s and early '80s, the international crisis, 

engulfing most third world mining economies , exposed their 

relative lack of success in contributing to greater national 

welfare. In the face of relatively inelastic demand, their 

competition ta expand the mines'output, together with the 

introduction of substitute products, pushed down world mineral 

prices. They borrowed heavily abroad at high rates of interest 

to cover the on-going costs of their expanding bureaucracies, 

social services and other _development programs. As Table I 

shows, debt serv ice payments began to consume an increasing share 

of their foreign exc hang e earnings. The International Monetary 

Fund <IMF>, in return for its assistance, imposed an austerity 

package that typically contributed to growing unemployment, 

reduced social services, and falling real incomes <A. Seidman, 

1986a; Makgetla, forthcoming>. At the same time, the IMF 

pressured their governments to halt even the limited 

'interference' through which they had sought to augment their 

mining sectors' contribution to national welfare. 
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opportunities and rising living standards for their peoples? 

AN EXPLANATORY HYPOTHESIS: 

I would like to suggest an hypothesis to explain why so often 

in the past, despite bold declarations at independence, 

developing countries have failed to attain their proposed goals. 

To the extent that it is valid, it suggests an agenda for the 

kind of research needed to design more successful policy measues. 

My hypothesis comprises two basic propositions. First? 

despite their declared determination to exert greater national 

control over their mining sector s , most post-independence 

governments largely left intact colonial-shaped institutional 

structures that delegated primary decision-making power to 

foreign mining firms. In the context of the post World War II 

technological revolution that multiplied the capital cost of 

mining machinery and equipment, transnational corporations 

asserted even more concentrated control over international 

sources of mining capital, technology, managerial personnel and 

markets (Seidman and Makget la, 1980). Despite nationalist 

governments' marginal changes in national institutions, these 

s till functioned primarily to replicate inherited patterns of 

mining investment. They left the host economies dependent on 

crude low-cost mineral exports directly or indirectly controlled 

by a handful of transnat ional mining conglomerates. 
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If valid, this first proposition focuses attention on the need 

to investigate alternative ways of exerting more effective 

national control over mining sector institutions. 

The second proposition contends that, even where they 

succeeded in exerting a degree of national control over mining 

sector institutions, most governments failed adequately to plan 

th e integration of the mining sector into national development. 

Too often, the mines continued to expand as e nclaves, aggravating 

the dualistic external dependence of the national economy while 

underdevelopment persistently impoverished the mass of their 

populations. 

If valid, this second proposition argues for governments to 

formulate and implement plans to integrate the mining sector into 

all aspects of their longterm industrial strategies. Only 

then can they ensure the nation's mineral wealth will contribute 

more effectively to the people's welfare . 

To subst antiate this hypothesi s, I will summarize the evidence 

as to why, first, third world governments did not more 

successful l y exert nationa l control over the mining sectors; and, 

second, they failed to incorporate the min es adequately into 

their overall development strategies. 
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-------------------------------------------------------------------

The decision-making model in Diagram I may help to understand 

the way the decision-making processes in large institutions 

function to influence policies. 

In this brief talk, I will try to show that analysis of the 

major factors influencing key individuals' behavior within the 

relevant decision-making institutions help s to explain the newly 

independent governments' relative lack of success in acheiving 

their goals despite their efforts to implement several kinds of 

policy measures. These include attempts to: 1) capture the 

investable surplus directly; 2) acquire shares of ownership to 

increase their share of profits and influence mine development; 

3) create government mining corporations to implement proposed 

policies; and 4> establish mineral marketing boards. 

In examining each category, I will, first, make explicit the 

underl yi ng, but frequently unstated premises; and then summarize 

the evidence as to the policy's impact on the inherited 

decision-making institutions in relation to the newly-formulated 

national goals. 

a. Direct efforts to capture the investable surpluses: 

- 11 -



As its underlying premise, this approach assumes as given the 

inherited constitutional framework that delegates mine ownership 

to private (frequently foreign> firms. It accepts, however, that 

governments may introduce laws to capture a greater share of the 

profits for the nation through various devices, including taxes, 

increased minimum wages, the introduction of development bonds, 

and more effective exchange controls. Several factors hindered 

the introduction of these kinds of laws. Among these, 

conventional wisdom, reinforced by international agencies like 

the World Bank and the International Monetary Fund, argued that 

such measures not only discouraged additional investment by 

existing firms, but also frightened away other potential 

investors (e.g. World Bank, 1981). 

Moreover, this approach leaves the existing input, conversion 

and feedback processes intact in the hands of transnational 

corporate mining managers, whose careers primarily depend on 

maxmizing their parent companies' global profits. They often 

respond to new laws in ways that limit the anticipated benefits 

to the nation: First, they may manipulate the local mine 

company's financial arrangements to reduce the apparent profits 

generated by the mines, thus reducing the national tax base. For 

example, they may pay higher prices for inputs imported from, or 

charge lower prices for minerals exported to overseas affiliates, 

thus transferring a significant share of their profits out of the 
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country. Or they may borrow funds from affiliated financial 

institutions to finance their mining operations, paying them a 

major share of their profits in the form of interest. Such 

payments are typically not taxed or taxed a relatively low rates 

<Murray , 1981; Brundenius, 1975>. 

Second, the managers may pursue variou s production policies 

that disadvantage the national economy. They may import 

capital-intensive technologies, rather than encourage domestic 

manufacture, reducing the numbers of workers employed. They may 

mine more easily-reached valuable deposits to increase short-term 

profits after the taxes, leaving untouched marginal mineral 

reserves that, unless mined along with the richer deposits, will 

never be viable (Ffrench-Davis, 1975). 

Third, transnational corporations may utilize their 

international marketing networks to reduce output in the country 

where taxes are high, while expanding it in those providing more 

favorable conditions. When Manley 's government raised taxes on 

the bauxite mining firms in Jamaica, the transnational aluminium 

companies shifted their purchases to Australian and New Guinean 

mines, threatening Jamaican employment and incomes <Payne, 

1984a). Where transnationals have been able to expand output in 

new areas, or have developed substitutes , efforts to create 

producer associations to coordinate member countries' output and 

prices to maximize national returns have failed (for the case of 
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copper, see Takeuchi, 1975; Metzger, 1975>3. 

In short, governments' direct measures to capture the mines' 

investable surplus for national welfare have tended to fail 

because they left the transnational mining companies in control 

of the key operational decisions. 

b. Government acquisition of shares: 

Those advocating government acquisition of a share of the 

ownership of the national mines tended to assume this would 

automatically ensure government received an equivilent share of 

the mining profits. Government ownership of a majority of 

shares, furthermore, would enable it to direct mining operations 

along lines more beneficial to the nation. 

Advocates of this position sometimes argue that the foreign 

firm has long drained prof its more than equal its original 

investment, so the government may take over its local assets 

without paying for them (e.g. Chile under Allende). To avoid the 

danger of international sanctions, however, host governments more 

typically pay compensation, often in the form of a percentage of 

3. The most successful producer association, OPEC, now confronts 
tumbling prices in part because transnationals, with major 
assistance from their home country governments, have been able to 
expand output in non-OPEC member countries. 

- 14 -



future profits. As Zambia discovered when it purchased a 

majority of the shares of its mines, however, this may consume a 

signf icant portion of the investable surplus the mine generates 

(Sharma, 1976). 

Unfortunately, acquisition of shares, even a majority 

of shares, does not ensure the government will receive an 

equivalent share of profits, far less control mining and 

marketing operations. Even in developed countries, it has long 

been recognized that establi s hment of boards of directors 

separates share owners from the corporate managers' daily 

decision-making processes <Berle and Means, 1933). In developing 

countries, where past company policies have denied nationals 

essential managerial skills, governments frequently negotiate 

ma nagement contracts with the transnational mining company (e.g. 

Passara, 1976; Ushewokunze, 1975>. Transnational corporate 

managers thus continue to control the input, conversion and 

feedback processes that govern the local mining firms' 

policy decisions. In co-operation with remote head offices, they 

can easil y manipulate price and profit decisions to reduce 

government's profit share. After Zambia's government acquired 51 

percent of the shares of the two mining companies that dominate 

4. The transnational parent of one, the Anglo American Group, 
constituted the leading mining finance house in South Africa, 
with close ties to both British and U.S. financial and mining 
interests. Its investments spread throughout the independent 
countries of southern Africa. The other, a U.S. firm, American 
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government established MEMACO <Metals Marketing Coporation) with 

a London office to handle its mine exports. MEMACO appointed as 

its mareting agents several transnational corporations with which 

it had previously had relationships. These included the South 

African mining finance house, Anglo American, which still owned 

minority shares in the Zambian mines; and two Japanese companies, 

Mitsui and Misubishi, which purchased a major share of the mines· 

output CMEMACO annual reports). 

Zimbabwe's post-independence government -- aware of the high 

cos t and difficulty of asserting national control through direct 

ownership, especially given the existence of many relatively 

small mines -- decided at the outset to create a state marketing 

board to handle mineral exports. Through the board, the 

Ministry of Mines sought to diversify the mines' export markets, 

selling minerals to companies and countries other than those 

linked to the operating transnational affiliatess. In the 

process, the Ministry hoped to obtain a more accurate assessment 

of the value of the minerals sold, and thwart the loss of profits 

through transfer pricing. Over time, the Ministry anticipated 

the board would help to capture a significant share of the 

investable s urplus generated by the mines, as well as to train 

personnel to conduct research, manage, process and market 

mineral s . 

In a compromise designed to soften mining company opposition 
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