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For a good number of years, the leaders of many African nations
have voiced concern about the impact of foreign economic activity in the
Portuguese-administered territories in Southern Africa. They have argued
that, as long as a major part of Portugal’s revenues are expended on military
operations, particularly to suppress liberation movements in the territories,
the income from such foreign economic activity will substantially help
Portugal maintain its grasp over the African territories.

Indeed, largely as a result of African efforts, a United Nations resolution
was passed in 1965 that recognized the relationship between foreign economic
investment and Portugal’s failure to grant self-determination and independence
for the territories; the resolution requested that all specialized UN agencies
refrain from granting assistance to Portugal and that all States refrain from
any financial activity with Portugal that would impede the attainment of
independence for Mozambique and Angola.

In contrast, relatively little scholarly attention has been paid to the role
of foreign economic activity in the Portuguese-administered territories. One
factor, undoubtedly, is the paucity of hard data on the economic activity in
each territory; another is the inherent difficulty of tracing the larger impact
of any economic investment. Nevertheless, because of the importance of the
issue, some impartial assessment seems warranted. This paper represents an
attempt to contribute to that assessment. First, the full dimensions of foreign
economic investment in the territories are examined, with special emphasis
on Mozambique and Angola during the decade following the outbreak of
the wars of liberation. Second, some comment is offered on the influence of
such economic activity on the efforts to attain independence within Portuguese
Africa.

ForeiGN EcoNoMic AcCTIVITY: DIFFERING VIEWS

Most African leaders have strong opinions on the issue: they insist
that foreign economic activity is a crucial mainstay of Portugal’s continuing
resistance to decolonization efforts in Angola and Mozambique. They point
to Portugal’s meagre European resources and argue that, with those resources
alone, Portugal could not have financed the colonial wars it has been waging
in Africa since 1961. If it were not for substantial loans and economic
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assistance from certain Western countries, they argue, Portugal would have

been totally unable to equip and maintain an African expeditionary force

of some 140,000 troops.’

Even Portuguese records provide some evidence for this view. First,
there is the long-standing pattern of Portuguese deficits in its trade relations
with countries outside the escudo zone. In addition, there has been no sizeable
increase in the productive capacity of metropole Portugal. On the other
hand, Portugal has steadily increased its military expenditures since the
outbreak of the wars of liberation, both in dollar amounts and as a proportion
of expenditures; allocations for military and security affairs have risen from
329, to 48% of the State budget, while each territory also has its own
additional appropriations for military defence.? In view of the long-standing
trade deficit and no change in productive capacity in Europe, it would have
been difficult for Portugal to meet its increasing military expenditure through-
out the last decade without foreign loans and investment to help fill the void.

Salazar’s changing stance on foreign economic activity in the overseas
territories is revealing. Prior 10 1962, he was suspicious of and in opposition
to the introduction of foreign capital in African territories. After 1962, such
a policy was largely reversed and a number of measurcs introduced that
would encourage foreign economic investment. In the earlier period, Salazar
had planned to systematically exploit the territories’ natural wealth for
Portugal’s benefit and to keep their economies subordinate to Portugal.
Development was thus controlled to meet the needs of the metropolis; the
territories were prevented from achieving any economic independence as
their role was limited to that of a source of raw materials for the metropolis
which, in turn, provided them with manufactured goods.* Foreign investment
was sharply restricted. This policy was carried out in accordance with the
Poftuguese Constitution, which stipulated: ““The economic organization of
the Portuguese overseas territories shall form part of the general economic
organization of the Portuguese Nation and shall thereby take its place in
the world economy.”™ As a result, Portugal had been both the main supplier
and the principal customer of Angola and Mozambique. This is reflected
in the figures on Portugal’s foreign trade with its African colonies as shown
in Tables 1 and 2. As can be noted, Portugal has always enjoyed a favourable

balance of trade payments with its African territories. Overall, Mozambique

and Angola generale a good portion of Portuguese economic activity; in

| U.N. Monthly Chronicle, November 1971, pp. 78-79: Yearbook of the United
Nations, 1965, pp- 605-07; Basil Davidson, “Arms and the Portuguese,” Africa
Report, May 1970, pp. 10-11; Peter Enahoro, “Africa’s Forgotten Wars,” African
Affairs, No. 7 (1972), p. 19.

Andrew Wilson Green, “portugal and the African Territories: Economic Implica-
tions.” in David M. Abshire and Michael A. Samuels, eds., Portuguese Africa:
A Handbook (New York: Praeger, 1969), pp. 349-50.

3 Eduardo Mondlane, The Struggle for Mozambique, (Great Britain: Penguin, 1969),

pp. 79, 93-94.

[

A
.(!

301 F 5
OREIGN ECONOMIC INVOLVEMENT. ANGOLA AND MOZAMBIQU
E

: i ‘ N unt d fOI‘ 25.5 (0} Of Ortugue‘ (]

Table 1— ST
ANGOLA’S 'IRA[.\E w.rm METROPOLITAN PORTUGAL, 1961-1970
(in millions of dollars) y

Year Exports
156 %59 s ey
1 922 29.7 56.1 gy
]%3 Firge i —26.4
196‘: iy g Tloz
1966 b i "3
1967 4l sk Tis
1968 i vy “i5
1968 oy i —18.0
o 121.7 119.1 iy
0 145.2 129.7 I,ﬁ?

.;0“’((’. U]llled Qatl(ms, I‘()l‘(’l{,’n Irad(‘ Slausucs IUI A“lCﬂ, E/CIJ 14/5 / . / =10.
& lat‘sel A/S 18

Table 2—m A8 7
OZAMBIQUE'S rBADE WITH METROPOLITAN PORTUGAL, 1951-1970
(in millions of dollars) ¥

Year Exports

: 261 2.4 Im:i[;r.r‘r‘ts Balance
‘922 36.4 39.5 ki
1963 35.8 44.4 iy
196;1 -y b S5
e 40.2 60.4 T p
1963 14 ke i
i 46.2 62.9 oo
]968 55.5 71.3 b
1979 58:4 81.3 me
J 599 89.3 Z;ﬁ'Z

S Uni . . : N .
ources . lllted Natloﬂs, I oreign 7 lade s’(l”SnCS for A fll('a, E /CN. 14/Stat/Se .
/ T

A/5-18. For 1965, Ban aci :
1968) co Nacional Ultramarino, Boletim Trimestral, No. 73 (Lisbon

Through the imposition of trade restricti

o 3 rictions, Portugal had ma
i incpreasee :{1: zA;(f)gf:llthnlarkets as outlets for its industrial exportsn;]gjdth:g
completely Preclrljxded th rougtl: the benefit of no competition. Portugal had
and food processin thetesta lishment of such industries as textiles, ferilizers
R ¥t é; i : tvs{ould have competed with those in the metropole
P Moo altho'uglf w'?h in Angola and. Mozambique was left for privat(;
o l;ecaiﬁ??:ﬁ?goijes;r;:on}? lljveanor Portuguese firms.
ermitted : : sharcholder. Foreign investors ’
Eelves withblll?tor‘:/:rz feqlﬁllreq to register their companies, tf assoceisaftoerstf‘lv &
guese firms, to include Portuguese capital in [orcign-o‘wi?(;

P A L 4 . v . =
h) bshire and ;amuels, Por tuguese 4[”( a: A Handbook op cit PP 353-54
’ ) .




302
M. A. EL.KHAWAS

i i rs.
t Portuguese nationals to their boards of directo

i i t to bring to a
i r to discourage, if no '
Nl d to slow the influx of foreign

companies, and to appoin
These measures were 1mpose

.scale, foreign investment an e
halt, zlm}./ ézrg/i 1’51;2:)12- and Mozambique. As Frank Brandenburg p
capita mn

i i ity investment was rare as a rul?, and
“Th'roug'h\(;:sttrglt:rﬁ]aiﬁl’ofl?srginaiquﬁgze meant essentially Portuguese invest-
oo lcril Portuguese metropolitar} and..“ AP AB Y L0 i
it h operation of this policy was dlsrup. S e frdlpsdhas

T'he e 1 Effered in the early 1960s as revolutlons' bIX s
piie POI.'tUga Sfter another. Armed struggle ﬁrst. began in 12g(3le e,
g 'at Guinea (Bissau) in 1963 and into Moza}m iq s
mime mot’ feel the financial burden of its colc‘)mal. Willl; ; e
T beg‘:n d(())n his policy of limiting foreign capxtgl md reto o
i 'fOI‘CCd e a? badly needed new sources of revenue in ordel ne
TR Portugad ne measure taken was to encourage forelgn.m e
g1 bique in two areas: the extraction of mmer:lhmugh
in Angola aqd Moja:llan?lfacturing industries. The strategy was tha%, i
i o itn of foreign investors, the general level of cco‘nomlc(:i e
i) Tge‘tl;ieué:czgcr)atid This, in turn, would lead to greater exports and g
wou a A ;

foreign exchange earnings: }
Portugal’s previous disinter
vinces helped to leave no recourse t

est in fostering industry in the African pr;
han that of foreign investment. Increas

itories lacked any in-
il , yet, the terri 1l
nomic productivity was necessary i o raw materi
322)2?1?61; I;Conomic: base because they haddbfeen r:S st;ll;::fget of local capital
i uffered from ; s

ion in the past. Each territory s : ‘ t; in addition,
Produ;:tiﬁz gtpitalpequipment needed for economic de‘}llelopzztssary tor caill
Z:((:iholacked the skilled manpower and t&h\r;/l'cil tl:?()v::;)n(i:xt in mind, Salazar

i : tion.” With this ringentl

es as mineral explora ‘ ’s stringently

neelc:ed aﬁgvigcedented step in 1962 and began to a‘lter It’oret:tg'cgn ] indﬁstri 3
i iivestmem laws. By 1965, new foreign investm et oo
restgcut‘i/:n laws were proclaimed, intended to simplify mvris e
pr(; ltlcf offer guarantees to foreign capital. As i Marcgt need for revenues
o ed, Portugal took such action only because of its urge a drastic departure
?rgfu d its African wars.® The new laws represented quite e

o fun ] : . iven ge ‘ 7
A tors were giv
jous practice: foreign inves ) s; they were
from p;:v;oumrid to associate themselves with Portuguesehf;gsays ofyup i
weretn e :(tlriate capital and profits and were granted tax pgnnddel
fl’ﬁg 0dr I"J With these new laws as incentives, SalaZ?lr E quest for sub-
a decaae. ; inational corporations in his
ies and their multinationa I ic response from
v:/esz'earlna?rigzsnts of foreign capital. He found a sympathetic resp
stanti

: ade,” in ibid., p, 221 0
“ Finance and Trade,” in i Foreign
Frank Brandenburg,f %f)\;g}:gl{g:?thureau of Internatlgn?l bgngrgng;-j 7.0
R e d Their Implication for the U.S., C? difference (Syracuse,
EconomtcNTI‘rends ar;’ortugal and Africa: The Politics of In
John A. Marcum,

i i 1972), p. 10. £ : N
Psbint Yocik:Fgg;gxeNgé}:gls:t%;wesmzems in Portugal (Lisbon, 1973), pp
Branco de

O o I

303 FOREIGN ECONOMIC INVOLVEMENT: ANGOLA AND MOZAMBIQUE

the American, German, and South African Governments, none of whom
opposed the outflow of capital and technology into the Portuguese-administered
territories of Africa. These efforts resulted in a sharp increase in private
foreign investment in Portugal’s overseas territories, from a point of less
than 159, of gross fixed capital formation in 1964 to 25%, in 1969.1° Without
doubt, a major appeal for investors was that economic activity in the
Portuguese territories yielded higher profits than anywhere else in the world.'!
Portugal’s economic relations with neighbouring white-minority ruled
Southern African countries also took a new turn in the mid-1960s, Through
a number of new agreements, Portugal began to develop stronger bonds of
cooperation. The most notable example with respect to South Africa, perhaps,
was the joint agreement to develop the basin of the Cunene River, which
flows between Angola and Namibia.’? Also, when most African ports were
closed to South African aircraft, Portugal allowed South African use of an
airport in Cape Verde. Moreover, in Mozambique, the South African based
Edmundian Investments Ltd. was granted a concession to the copper mine
in the Tete District, while the South African Government agreed to build
a pipeline to transport natural gas to the Witwatersrand. Greater cooperation
was also developed with Southern Rhodesia. In 1964, Rhodesia was granted
a “‘most-favoured-nation” treatment in trade with Mozambique, thus exempt-
ing it from an import duty on certain commodities, In December 1964, a
300-kilometre pipeline running from Beira to the Feruka refinery at Umtali
in Rhodesia was opened for service in order to facilitate the delivery of
crude oil supplies to Southern Rhodesia; Beira’s facilities were vital to
Rhodesia’s overseas transit trade. Economic ties were further strengthened
at a joint trade and technical conference held in Salisbury in 1965, Moreover,
when the UN Security Council called for economic sanctions against Rhodesia,
including an embargo on oil and petroleum products, Portugal continued to
allow the use of Beira’s facilities for the. delivery of oil to Southern Rhodesia.'®
Most African leaders viewed with alarm the strengthening of economic
ties among these three countries—Portugal, South Africa and Southern
Rhodesia. They believed that such increased economic cooperation was
helping Portugal to suppress the liberation movements in Africa and, from
a long-term perspective, could only lead to greater opposition for the
decolonization process. Largely though their efforts, the United Nations
passed a resolution on the matter in 1965, which requested that all States

10 Basil Davidson, In ihe Eye of the Storm: Angola’s People (Garden City, New
York: Doubleday, 1972), p. 306.

11 United Nations, Report of Sub-Committee I, Special Committee on the Situation
with Regard to the Implementation of the Declaration on the Granting of
Ind;pcndencc to Colonial Countries and Peoples, A/AC.109/L.893, 31 July 1973,

p.
12 Cunene Dam Scheme and the

Struggle for the Liberation of Southern A frica,
prepared by the World Council of Churches (1972), p. 4.

13 A Principle in Torment: JI. The United Nations and Portuguese Administered
Territories (New York: United Nations, 1970), pp. 42-3, Working Paper on
Territories Under Portuguese Administration, prepared by the U.N. Secretariat
(A/AC.109/L.625), 17 April 1970, pp. 56-8; U.N. Monthly Chronicle (August-
September 1971), p. 26,
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refrain from economic activity that might aid Portugal’s military suppression
of the independence movements. In addition, since 1966, Portugal has not
been able to get economic or technical assistance from such specialized
United Nations agencies as the World Bank, the International Monetary
Fund, the World Health Assembly, and UNESCO."!

Despite these actions, Portugal has had no difficulty in attracting a
continual flow of foreign capital into Angola and, to 2 Jesser extent, into
Mozambique. Further, when Portugal announced its Third Development

Plan (1968-1973). which had a total investment target of $1.6 billion in the

overseas territories, there was no sign of any concession to United Nations
to acceleratc the development

decisions. As a major focus, the plan sought
of African mineral resources: this was to be accomplished, however, primarily
with European and American capital. Overall, Portugal expected giant
European and American corporations to provide $283 million of the total
investment target for Angola and another $171.7 million for Mozambique.
By contrast, and as an indication of Portugal’s inability to finance long-term
development, the expected Portuguese contribution stood at only $70 million
for Angola and at $78.5 million for Mozambique.*”

From an carlier position that severely restricted foreign investment, the
Portuguese Government had thus moved to a position of strong reliance
on foreign capital for the economic growth of its African territories. This
transition had taken place in a context of sharply increasing Portuguese
military operations, necessitated by the activities of the liberation movements
in the territories. In the view of many obscrvers, the two changes are in-

extricably linked, mainly because foreign investment has provided the revenues

by which military operations have been financed. In addition, however, the
he Portuguese desire

prospects of such continuing revenues may reinforce t
to -maintain its control over the rich economic potential of its African
territories. In order to fully assess the impact of such a change of policy,
the record of foreign economic activity during the past decade should be
examined in some detail. A better understanding of the nature of this activity
—particularly the range of investors and the extent of foreign involvement
in each territory’s economic life—should shed some light on the relative
importance of foreign investment in each territory and in the overall Portu-
guese economic picture as well. In the next pages, then, the extent of foreign
investment in each territory is discussed separately; in addition, the highly
significant Cabora Bassa and Cunene River projects are given particular
attention. Afterward, some of the implications of such foreign investment
will be drawn concerning Portuguese economic and military resources and,
inevitably, too, concerning the prospects of the independence movements in

Angola and Mozambique.

B TR S ALY el
14 Y.U.N., 1965, p. 609; The U.N. and Portugucese Administered Territories, Op. cit.,
40-5; Mohamed El-Khawas, “Mozambique and the United Nations,” Issue
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(Winter 1972), p. 32.
15 Jennifer Davis, “Allies in Empire: Part 1—U.S. Economic Involvement,” Africa

_August 1970), p. 7.
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FOREIGN INVOLVEMENT IN ANGOLA

An i
ol resgl(])lrz; elslz:)sf z:il_ways been attractive for foreign investment because of its
o e i 1a.mon.ds, petroleum and iron ore. Indeed, Lisbon previousl
e al’sls snuatlon_s.o that Angola’s foreign exchange earnings coulz
i Unliie M(c:wn lt)l."adltlonal deficit with countries outside the escudo
it tz.am ique, Angola has traditionally enjoyed a favourable
i na 1ona‘l paymc.nts because its exports have nearly always
i o B é);rtsl:l as shown in Tabl&s 3 and 4. The only exceptions were
vV wf gn trade de.ﬁcns occurred for the first time in a decade
i o ojllsedo l'he sharp increase in imports from West Germany anci
i i iate w1.th the massive purchase of equipment for Krupp’

ga iron ore project and for Gulf Oil’s Cabinda development.?’ il

Table 3—E
able 3—EXTERNAL TRADE OF ANGOLA, 1961-1970 (in millions of dollars)

]YgeGa]r E]x;;ogts Imports Total Trade Balance
]962 143‘3 114.3 249.9 +21.3
e 164.5 135.6 283.9 +12.7
i 204.1 146.5 311.0 +18.0
s 199.3 164.0 368.0 +40.1
i e .2 194.7 394.5 b1
b 237.8 208.8 430.0 +12.4
sl o .2 275.0 512.8 —37.2
o 326.6 307.6 578.8 —36.4
e i 322.1 648.7 + 45
4229 368.5 791.4 e 54:4

Sou 2 i i i

A/5f;§s F(};Tmltgzl N:t;(;ni, F]gr.ezgn Trade Statistics for Africa, E/CN. 14/Stat/Ser
o A ola, Direcgio de Economi ictio de Estatisti '

Comeércio externo (Luanda: Imprensa Nacionatl,:na, i il s

Table 4— § )
able 4—EXTERNAL TRADE OF MOZAMBIQUE, 1961-1970 (in millions of dollars)

:,96:1’ Exspgorts s Imports Total Trade Balance
1 9 g 130.2 2194 —41.0
i ]00.7 136.0 227.3 —44.7
e 105. 141.8 242.5 —41.1
i ]08.3 156.2 262.0 —50.4
b A 1. 7 179.3 288.0 —70.6
e 121.3 207.7 319.6 —95.8
i 153.7 199.2 321.0 —774
55 W .9 234.4 388.1 —80.7
i ]56. 260.5 402.4 —118.6
4 3257 482.1 —169.3

Sources: i ati ] y
United Nations, Foreign Trade Statistics for Africa, E/CN. 14/Stat/Ser

A/5-18. For 1 i i
961, Mozambique, Servicos de Estatistica Geral, Comércio externo

(Lourengo Marques, 1963)
¢ A . For 1965, M i Servi
Boletim Mensal (Lourenco Marques, 1%7)023""’“1“‘3, g B SR i

16 Abshi
shire and Samuels, Portuguese Africa: A Handbook, op. cit., p. 222

17 U.S. Department i
et 1965, xll) ' (])l(F) .Commerce, Foreign Economic Trends, October 1968, p. 5, and




306

M. A. EL-KHAWAS g0
OREIGN ECONOMIC INVOLVEMENT: ANGOLA AND MOZAMBIQUE

American and European direct investment has been concentrated mainly
in the extractive industries. Gulf Oil's Cabinda project, for instance, which
was estimated as worth $209 million in 1972, accounts for the lion’s share
of all direct foreign investment. Its exports of crude oil jumped from 4.7
million tons in 1971 to 6.8 million tons in 1972 (an increase of 43.9%), most
of which was shipped to Canada, the US, Japan, Portugal, Spain and
Denmark in that order of importance.’® This initial success of Gulf Oil’s
adventure aroused other American interests in Angola’s petroleum. Texaco,
for instance, received its first concession in 1968. Shortly thereafter, Exxon,
Union Carbide, Mobil and Standard Oil of California began to seek oil
rights. Largely because of the Gulf Oil investment, the US by 1968 was
Angola’s second major supplier (with 11.8% of imports), outranked by Portugal
but followed closely by West Germany (11.1%) and Britain (8.9%). In the
following years, the American share of Angola’s market again rose steadily:
imports from the US increased by 17.2% in 1970 and a further 16.5% in
1971, primarily due to increased importation of capital goods, raw materials,
and partly finished goods for local industries.*®

Angola’s potential mineral wealth has also been the object of investor
interest. Portugal’s encouragement of foreign capital has resulted in much
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cessions in southwestern Angola. In the following year, the US Tenneco and At present, Mozambique’s :
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as an Angolan supplier is largely accounted for by its affiliation with the
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rail, port and mine installations for the Cassinga project. Later, a group insurgency in the minerally rich, northern distr}ilcts (Cagzanll)bllqus anlg i

—_ and Tete) hav : : 0 Delgado, Niassa

18 African Development, November 1973, pp. 11-12. __;bmh contributed to the low level of activity. Between 1965

19 U.g. ADepartTg_;lzt of gommerce, Foreign Economic Trends, October 1969, p. 9, 23 United Nati R

an ugust 1972, p. 8. 1ons, Report of Sub-C 1 : .

20 Ibid., 20 October 1970, p. 7. i %1 SJugewZ?, p. 5; Afn'!anuDevZ;’;';rIr:’eL;zet,Ill\lililic;;latlyefol'g%uee' 5“‘ (AC.109/L.893,

| a3 partment of Commerce, Foreign Economic Tren’d.g' 18 August 1972

21 Africa Today, July-August 1970, p. 7. ‘
22 U.S. Department of Commerce, Foreign Economic Trends, 18 August 1972, p. 8. ' 25 gﬁngs Eu 13 A
. rope, ugust 1971, p. 263.° ‘




M. A. EL-KHAWAS 308

and 1967, particularly——the most volatile period—foreign investors were quite
heless, the end of

reluctant to invest their capital in Mozambique. Nevert
capital investment

1967 marked the beginning of 2 growing influx of foreign
in the mining sector. As one result, private investment increased moderately,

from $23 million in 1968 to $28.6 million in 1970.2¢ Most of the foreign
investment is concentrated in the extractive industries.
Like Angola, American companies account for a large portion of foreign

investment; seven US companies, for instance, have captured the overwhelm-

ing majority of investment in petroleum exploration in Mozambique. In
n was granted to three

October 1967, a joint petroleum prospecting concessiol
small American companies with little prior overseas involvement; they were

Sunray Oil Co., Clark Oil and Refining Corp., and Skelly Oil Co. A few

months later, Hunt International Petroleum received a similar concession.
In 1968, Texaco was granted a concession offshore from the northernmost
province Of Cabo Delgado. Gulf 0il Company—which has carried on
petroleum exploration in Mozambique since 1947 and has held a joint
concession with the Pan American Oil Company since 1958—has continued
to operate and recently had some Success with two small natural gas fields
in southern Mozambique at Pande and near the Buzi River. Other oil
concessions in Mozambique are operated by German, Portuguese and South
African firms.*®

Mozambique’s potential mineral wealth, accompanied by Lisbon’s
encouragement of foreign capital, has resulted in much interest among foreign

loration and development of possible deposits of iron

investors in the exp
ore, tantalite, copper Ore gold and diamonds. Mozambique is currently one

of the major world producers of columbo-tantalite, a mineral used in the
manufacture of tough and hard steel and thereby considered a strategic
metal. Its product now is exported to the US and Britain.?® In addition, a
Japanese group, Sumitomo, was granted a concession to develop 2 deposit
of high grade iron ore that was unearthed near Namapa, in Mozambique
District and, also, to construct a rail link to Nacala. Shortly thereafter,
Sociedade Algodoeira de Fomento and Sher Company of Rhodesia agreed
to build two blast furnaces at Beira to process this iron.?* In addition, new
deposits of manganese, diamonds and asbestos have been discovered at
Catuane, on the border with South Africa; Agro-Commercia] Ltd. and
Gabinete Mocambicano have been given the prospecting rights. Uranium

has also been found in Mozambique, suggesting that it may become one of
f that important mineral. It is reported that gold has

the major producers O
been discovered in Manica as well as important deposits of copper and

26 Department of Commerce,

April 1971, pp. 5-6. :
27 Supplementary working paper prepared by the U.N. Secretariat for the members

of Sub-Committee I, Special Committee, Conference Room Paper SC.1/73/2, 8
June 1973, pp. 611; Mondlane, The Struggle for Mozambique, ©OP. cit., p. 94
28 William Minter, Portuguese Africa and the West ((Great Britain: Penguin, 1972).
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however, the measures also caused some slowdown in trade.* Even so,
Mozambique has continued to import machinery and equipment. particularly
in the food processing and clothing fields, and has continued to rely heavily
on Europe and the US for essential imports such as capital goods and food
grains. Consequently. the trade deficit has continued to exist even after
these new restrictions (i.e., a deficit of $129 million in 1971) and has resulted
in payment restrictions on imports of capital goods, including industrial
machinery, road-building equipment, airplanes, trucks and tractors.*®

As compared to Angola, the Mozambican economy has been the object
of much interest among foreign investors but as yet has witnessed much
less in tangible results. Foreign investors have become active in several
spheres that should eventually provide significant growth for Mozambique’s
economy, but it will be awhile longer before such activity becomes strongly

productive.

THE CABORA Bassa AND CUNENE DaM PROJECTS

In both Angola and Mozambique, major construction projects are
currently underway that will greatly increase each territory’s productive
capacity. Because both projects—the Cabora Bassa dam in Mozambique and
the Cunene River dam in Angola—depend heavily on direct foreign involve-
ment, they provide good examples of the importance of foreign economic
activity in the two territories. Portugal alone would not have been capable
of sponsoring such gigantic projects—both in terms of capital and technical
know-how—because of its limited European resources, the relative back-
wardness of its own economy and, too, its already heavy commitments to
military operations to suppress territorial independence movements. The
close interrelation between foreign investment and the Portuguese military
effort is again illustrated: Portugal’s continued control of territories helps
make investor activity both feasible and profitable while Portugal’s own
resources will be immeasurably increased by such successful economic
ventures. In turn, strengthened economic resources would enhance Portugal’s
ability to continue fighting the independence struggles.

A major feature of the foreign economic activity in these projects has
been the entrenchment of South Africa into Angola and Mozambique. In
1969, the Cabora Bassa contract was awarded to ZAMCO (Consorcio
Hidroelectrico do Zambeze), a consortium headed by the Anglo-American
Corporation of South Africa and comprising 17 companies, mostly American,
British, French, German, Portuguese and South African. Because of its
location, South Africa has emerged as a prime supplier of technical know-how,
machinery and materials for the project. Also, by the terms of the final
contractual agreement, South Africa is not only a major financial sponsor

35 U.S. Department of Commerce, Foreign Economic Trends, 19 May 1972, p. 5.
" i rope, 14 April 1972, p. 115.
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ASSESSMENT OF FOREIGN ECONOMIC ACTIVITIES
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forced to change this policy in the early 1960s, however, when it was faced
d needed

with the outbreak of one armed struggle after another in Africa an
new sources of revenue in order to fight against the liberation wars. One
result was that Portugal’s investment and industrial production laws were
altered to encourage the flow of foreign capital into mineral prospecting,
industrialization and foreign trade in the African territories. Such a change
of direction was perhaps inevitable if Portugal hoped to fight on three fronts
to hang on to its African territories. The war efforts were very costly, and
the major untapped source of potential new revenue available to Portugal
was the vast and largely unexploited natural wealth of its territories. Yet,
Portugal itself was unable to fund any major increase in territorial economic
activity. It can be noted, in support of this view, that Portugal had contributed
relatively modestly to development plans for the territories prior to the
wars and the introduction of foreign investment. Thus, when the need to
support its defence effort became urgent, Portugal had few other options
than to allow, and encourage, the development of such foreign economic
activity in the territories as would materially benefit Portugal’s financial

coffers.

Ever since the introduction of foreign economic activity. Portugal has
been provided with much needed revenues by which to support its military
campaigns against the indigenous population in Angola and Mozambique.
Many would argue, in fact, that it has been primarily due to European and
American involvement that Portugal has been able to strengthen its economy
and to continue its colonial wars in Africa."! Necessarily, however, such
large-scale foreign economic involvement would have other long-term implica-
tions. In the 1950s, Luiz Teixeira Pinto, a leading Portuguese economist and
later Minister of Economy, had warned his country that, while ... foreign
aid is necessary to Portugal...it may involve giving up some political
independence and accepting unbalanced types of economic development™.*
Indeed, the presence of foreign economic interests in Africa has already had
numerous consequences for the long-term development of Portugal’s African

territories.

Even in economic terms, Angola and Mozambique are not the prime
beneficiaries of the growing foreign participation in their economy. Foreign
companies are instead obliged to make substantial payments to Portuguese
authorities in the form of taxes, shared profits, defence payments, royalties
and Mining Fund contributions**—all of which can be used to support
Portugal’s colonial wars in Africa. As an illustration of this point, in 1972,
Gulf Oil’'s payment in taxes and revenues to the Provincial Government of

41 Supplementary working paper prepared by Secretariat for the members of Sub-
Committee I, Special Committee, Conference Room Paper SC.I/73/1, 12 June

1973, p. 11.

42 Richard J. Hammond, “Portugal’s African Problem: Some Economic Facts,” a
working paper prepared for Carnegie Endowment for International Peace (New
York, 1962), p. 38. i

43 Africa Today, July-August 1970, p. 8.
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are designed to keep the African majority under permanent subjugation and
to thwart their efforts toward independence.*?

For the most part, the effects of foreign economic involvement in Angola
and Mozambique are indirect: however, taken together they indicate that
multinational corporations, particularly American, European and South Afri-
can, have collaborated with Portugal for the maintenance of the status quo
in Southern Africa. Foreign investors have definite interests in the continua-
tion of Portuguese rule in Africa so that they can have access to African
mineral resources; they are motivated to support Portuguese African policy
since it has guaranteed them substantial and profitable returns on their
investments in Southern Africa. For the sake of protecting their investment,
they have contributed large sums of money, through taxation and other
means, to the colonial administration. By having sizeable investment in
Angola and Mozambique, the multinational corporations have thus made
the Portuguese economy strong enough to allocate more and more funds
to be spent in their colonial wars in Africa. In turn, little attention is paid
to the forms of economic investment that could aid the goal of eventual
economic self-sufficiency for the territories. From both perspectives, Portugal’s
interests—and not those of the indigenous population—are being furthered
most by foreign economic investment.

49 Report of thc United Nations Special Committece. A/AC.109/L.759/Add.1. 19
November 1971, p. 8.
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SOCIALISM AND PARTICIPATION: TANZANIA’S 1970 NATIONAL
ELECTIONS, by the Election Study Committee, University of Dar es Salaam.
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Tanzania Publishing House is pleased to announce the publication of this
comprehensive study of the 1970 national elections. As the preface to the
book states: ‘Since the Arusha Declaration forms an important watershed in
Tanzania politics, the need was felt for a study which would situate the 1970
general elections within the context of the country’s process of political
development’.

The Committee members were drawn from TANU national headquarters,
the Tanzania Electoral Commission, and students and staff from the Univer-
sity’s Departments of Political Science, Sociology and Development Studies.
The result is a collection of wide-ranging essays, with statistical appendices,
maps and interpretive charts. The range of aspects of the Election covered
extends from ‘The Presidential Election’, (A. H. Rweyemamu) to ‘Elections
and the Politics of Socialism in Tanzania, 1965-70’ (J. S. Saul) to ‘Elections
in Kilimanjaro: Issues or Personalities?’ (S. S. Mushi, B. M. L. Nyambo and
R. L. Mwase).

SOCIALISM AND PARTICIPATION will be found useful as a reference
work appreciated not only by political scientists, but also by ordinary readers
who have a keen interest in the dynamics of Tanzania’s political development

—particularly now, on the threshold of the 1975 National Elections.




