
http://www.cambridge.org/9780521886055


This page intentionally left blank



Business and the

State in Africa

The dominant developmental approach in Africa over the past twenty

years has been to advocate the role of markets and the private sector in

restoring economic growth. Recent thinking has also stressed the need

for “ownership” of economic reform by the populations of developing

countries, particularly the business community. This book studies the

business–government interactions of four African countries: Ghana,

Zambia, South Africa, and Mauritius. Employing a historical institution-

alist approach, Antoinette Handley considers why and how business in

South Africa and Mauritius has developed the capacity to constructively

contest the making of economic policy while, conversely, business in

Zambia and Ghana has struggled to develop any autonomous political

capacity. Paying close attention to the mutually constitutive interactions

between business and the state, Handley considers the role of timing and

how ethnicized and racialized identities can affect these interactions in

profound and consequential ways.

ANTOINETTE HANDLEY is Assistant Professor in the Department of

Political Science at the University of Toronto. Her research interests include

policy-making and economic reform in developing countries, business–

government relations, and HIV/AIDS and the political economies of Africa.

She has published articles in the Journal of Modern African Studies,

Current History, and the Canadian Journal of African Studies.





Business and the

State in Africa

Economic Policy-Making
in the Neo-Liberal Era

ANTOINETTE HANDLEY

University of Toronto



CAMBRIDGE UNIVERSITY PRESS

Cambridge, New York, Melbourne, Madrid, Cape Town, Singapore, São Paulo

Cambridge University Press
The Edinburgh Building, Cambridge CB2 8RU, UK

First published in print format

ISBN-13    978-0-521-88605-5

ISBN-13    978-0-521-71371-9

ISBN-13 978-0-511-41057-4

© Antoinette Handley 2008

2008

Information on this title: www.cambridge.org/9780521886055

This publication is in copyright. Subject to statutory exception and to the provision of 
relevant collective licensing agreements, no reproduction of any part may take place 
without the written permission of Cambridge University Press.

Cambridge University Press has no responsibility for the persistence or accuracy of urls 
for external or third-party internet websites referred to in this publication, and does not 
guarantee that any content on such websites is, or will remain, accurate or appropriate.

Published in the United States of America by Cambridge University Press, New York

www.cambridge.org

paperback

eBook (Adobe Reader)

hardback

http://www.cambridge.org
http://www.cambridge.org/9780521886055


Contents

List of figures page vi

Acknowledgments vii

List of abbreviations x

Introduction: the African business class and development 1

Part one Institutionalizing constructive contestation 27

1 Ethnicity, race, and the development of the South

African business class, 1870–1989 29

2 The neo-liberal era in South Africa: negotiating

capitalist development 62

3 Business and government in Mauritius: public

hostility, private pragmatism 101

Part two Business and the neo-patrimonial state 137

4 The emergence of neo-patrimonial business

in Ghana, 1850–1989 139

5 State-dominant reform: Ghana in the 1990s and 2000s 172

6 Business and government in Zambia: too close

for comfort 207

Conclusion: the business of economic policy-making,

comparatively speaking 242

Bibliography 264

Index 286

v



Figures

1.1 Foreign direct investment into South Africa, net

(BoP, current US$ millions) page 49

1.2 South African GDP growth (annual %) 49

1.3 South Africa: general government final consumption

expenditure (% of GDP) 52

2.1 South African budget deficit (% of GDP) 80

3.1 Mauritian GDP growth (annual %) 111

4.1 Government consumption of expenditure,

Ghana (% of GDP) 157

4.2 Ghanaian GDP growth (annual %), 1960–1989 160

4.3 Ghanaian GDP growth (annual %), 1980–1990 165

5.1 Ghanaian government fiscal balance (as % of GDP) 186

6.1 Zambian GDP growth (annual %) 217

vi



Acknowledgments

While I was working at the South African Institute of International

Affairs in Johannesburg, South Africa, the Institute’s then-director,

Greg Mills, challenged me to think harder about the relationship

between business and government in Africa. Many years have passed

since then, over the course of which I learned a great deal and

acquired many other debts, both intellectual and personal, but this

first setting is most responsible for the genesis of this book. At

Princeton University this germ of an idea took shape and I in turn was

shaped into a political scientist. Jeff Herbst guided the project as it

developed further and his perspicacity, intellectual rigor, and friendship

challenged and motivated me throughout. Kent Eaton and Atul Kohli

were similarly stimulating and generous teachers. In particular, Atul

shaped my thinking on the historical development of institutions in

important ways. Now a teacher myself, I must acknowledge my

students, especially those in my seminar on African political economies,

for what they have in turn taught me.

As a graduate student at Princeton, my work was supported by the

Fulbright Program, the Center of International Studies, Council of

Regional Studies, the Graduate School Princeton, and the MacArthur

Foundation. Many of my early ideas were honed in discussion with

fellow Woodrow Wilson Scholars at Princeton University and the

Fellowship also supported me financially. The Irving Louis Horowitz

Foundation for Social Policy and the Institute for the Study of World

Politics provided crucial additional support. The University of Toronto

subsequently provided a generous and convivial research environment

via the Connaught Start Up and New Faculty funding programs, in

addition to much appreciated teaching leave that facilitated additional

field research.

At the University of Toronto, this project was shaped by dialogues

facilitated by that long corridor in Sidney Smith Hall. Joe Carens

provided wise counsel at every stage of the project, as did Richard

vii



Simeon. Dick Sandbrook generously read numerous versions of almost

every chapter of the book; although he will disagree with much of what

I have to say, his remedial hand is everywhere to be seen. My colleagues

Lou Pauly and Joe Wong both made time to read an entire early draft

of the manuscript, as did Peter Lewis of Johns Hopkins, along with

Bruce Berman (Queens University) and Sylvia Maxfield (Simmons)

who kindly participated in a manuscript workshop organized by my

department. I have benefited from the support of the talented com-

munity of Africanists at the University of Toronto, especially Dickson

Eyoh, Sean Hawkins, Michael Lambek, Wambui Mwangi, Nakanyike

Musisi, Richard Stren, and Richard Sandbrook.

It is a great pleasure to acknowledge those who taught me so much

while I was doing fieldwork, in particular the interviewees who

spoke with me so frankly about business–government relations in

their countries. Many of them are named in what follows; many more

remain unlisted. I thank also the librarians and staff at the University

of Ghana in Legon, Ghana; the University of Zambia and the Institute

for Economic and Social Research, both in Lusaka, Zambia; the

University of the Witwatersrand and the South African Institute of

International Affairs, both in Johannesburg, South Africa; and the

University of Mauritius, Reduit. They keep their libraries accessible

and conducive to research under what are often exceptionally difficult

circumstances.

For their specific input into this project, I would like to acknowledge

Johann Fedderke, Steven Friedman, Merle Lipton and StefanMalherbe.

Espelencia Baptiste, Girindre Beeharry, Kate Kuper, Melissa Levin,

Giuliana Lund, Laurence Piper, Christian Sellars and Thomas Tieku

commented on early drafts of chapters, greatly improving them. Dear

friends and respected colleagues Sigrid Adriaenssens, James Akpo,

Francis Antonie, Jeff Boulton, the late Theo Bull, Kathy Bunka,

Hannah Green, David Gordon, Judi Hudson, Sally Jacques, Laurence

Kuper, Earl Ofori-Atta, Bhizima Phiri, Spencer Rahman, Guy Scott,

Naunihal Singh, andNeil vanHeerdenwere tremendously helpful local

sources of support, pointing me toward important contacts. Nic van

de Walle and Muna Ndulo invited me to present some of these ideas

at Cornell’s Institute for African Development where I enjoyed a

tremendously stimulating set of discussions.

Many thanks to my editor John Haslam for having shepherded this

book through the review process with such courtesy and efficiency.

Acknowledgmentsviii



The suggestions of two anonymous CUP readers greatly improved the

manuscript; any remaining errors or gracelessness are however mine

alone. Pippa Lange’s keen editorial eye over many years has made

my writing easier to read, ironing out the harshest infelicities, and

my readers may wish to join me in thanking her for that. Likewise,

heartfelt thanks to Melissa Levin for her note-taking, eagle-eyed

proofreading and keen political insights, and to Renan Levine for

help with the tables. I thank the Journal for Modern African Studies

(43, no. 2, 2005) and Canadian Journal for African Studies (41, no. 1,

2007) for granting copyright permission to use material first published

in those journals.

Finally, many thanks to friends and family, in South Africa and

elsewhere, who have put up with me all through the writing of this

book. Giulio Boccaletti, Josh Greene, and Andrea Heberlein provided

valued friendship and intellectual counsel as did Amanda Dickins

who inspires me always with the verve and wit of her own writing.

Special thanks to Sean for his unceasing love and support, and his

great wisdom about how long it really takes to write a book. Thanks

too to my wonderful family, especially my mother, for a lifetime of

love. This book is dedicated to my late father, who answered many of

my very first questions in life about politics.

Acknowledgments ix



Abbreviations

AAC Anglo American Corporation

AGC Ashanti Goldfields Company

AGI Association of Ghana Industries

AHI Afrikaanse Handelsinstituut

AHRIM Association des Hôteliers et Restaurateurs de l’̂�le

Maurice

ANC African National Congress

BAF Business Assistance Fund

BEE Black Economic Empowerment

BMF Black Management Forum

BSA Business South Africa

CBM Consultative Business Movement

CEO Chief Executive Officer

CIBA Council of Independent Business Associations

CMB Cocoa Marketing Board

CODESA Conference for a Democratic South Africa

COSATU Congress of South African Trade Unions

CPP Congress People’s Party

EAZ Economics Association of Zambia

EPZ Export Processing Zone

ERC Economic Review Committee

ERP Economic Recovery Programme

EU European Union

FAGE Federation of Associations of Ghanaian Exporters

FCI Federated Chambers of Industry

FDI Foreign Direct Investment

GDP Gross Domestic Product

GEA Ghana Employers’ Association

GFA Growth for All: An Economic Strategy for South

Africa

GNCC/I Ghana National Chambers of Commerce and Industry

x



GNPC Ghana National Petroleum Company

IDC Industrial Development Corporation

IFI International Financial Institution

IMF International Monetary Fund

INDECO Industrial Development Corporation (Zambia)

ISI Import Substitution Industrialization

JEC Joint Economic Council

JSE Johannesburg Stock Exchange

LP Labour Party

MCCI Mauritius Chamber of Commerce and Industry

MD Managing Director

MEF Mauritius Employers’ Federation

MERG Macro-Economic Research Group

MMD Movement for Multi-Party Democracy

MMM Mouvement Militant Mauricien

MP Member of Parliament

MSM Mouvement Socialiste Militant

MSPA Mauritius Sugar Producers Association

NAFCOC National African Federated Chambers of Commerce

NDC National Democratic Congress

NEDLAC National Economic Development and Labour Council

NEF National Economic Forum

NP National Party

NPP New Patriotic Party

OECD Organisation for Economic Co-operation and

Development

PEF Private Enterprise Foundation

PMSD Parti Mauricien Social Démocrate

PMXD Parti Mauricien Xavier Duval

PNDC Provisional National Defence Council

PSAG Private Sector Advisory Group

RDP Reconstruction and Development Programme

SACOB South African Chamber of Business

SACP South African Communist Party

SAF South Africa Foundation

SAP Structural Adjustment Programme

SIT Sugar Investment Trust

SOE State-Owned Enterprise

List of abbreviations xi



UDF United Democratic Front

UGCC United Gold Coast Convention

UGFC United Ghana Farmers’ Council

UNIP United National Independence Party

VAT Value-Added Tax

ZACCI Zambia Association of Chambers of Commerce and

Industry

ZAM Zambia Association of Manufacturers

ZCCM Zambia Consolidated Copper Mines

ZESCO Zambia Electricity Supply Commission

ZIC Zambia Investment Centre

ZIMCO Zambia Industrial and Mining Corporation

ZNFU Zambia National Farmers’ Union

ZPA Zambia Privatisation Agency

List of abbreviationsxii



Introduction: the African business
class and development

It now seems to me less important that the domestic bourgeoisie should

be efficient – technically, financially or otherwise – as capitalists, as

individual accumulators, than they should be competent politically as a

class: that they should, as a class, recognise the requirements of capital

accumulation for capital as a whole and be able to see to it that these

requirements are met.1

In the late summer of 1981, in a hot and sticky Washington DC, staff

members of the World Bank were strategizing how best to release a

report entitled Accelerated Development in Sub-Saharan Africa.2

Some were nervous about how the report might be received – and

rightly so.3 The content of those 200-odd pages proved highly con-

troversial. They would also be enormously consequential, reshaping

the role of the state in economies across the developing world for

decades to come. In sub-Saharan Africa,4 the impact of the report

would be directly felt through policies of structural adjustment that

linked access to development finance to a neo-liberal set of economic

policies. Africa’s growth prospects, the report argued, had been cur-

tailed by the overreach of the state; what was needed instead was a

greater role for unfettered market forces and for the private sector.

The report represented nothing less than an agenda to revolutionize

the respective roles of the public and private sectors in African econo-

mies. The attempt to implement that agenda, however, produced uneven

results.

1 Colin Leys, “Learning from the Kenya Debate,” in Political Development and
the New Realism in Sub-Saharan Africa, ed. David E. Apter and Carl G. Rosberg
(Charlottesville, VA: University Press of Virginia, 1994), 230.

2 Known, for short, as the Berg Report.
3 Devesh Kapur, John P. Lewis, and Richard Webb, The World Bank: Its First
Half Century, 2 vols., vol. 1 (Washington, DC: Brookings Institution Press,
1997), 717.

4 Henceforth, I will use Africa as shorthand for sub-saharan Africa.
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This book focuses on what are, from one perspective at least, a

counterintuitive set of policy-making outcomes arising out of those

efforts: During the neo-liberal era, the World Bank pressed African

states to accord a greater role in the running of the economy and in

economic policy-making to the private sector. At the start of the

1990s, the governments of both Ghana and Zambia were regarded as

two of the most radical neo-liberal reformers in Africa and both

expressed – and even displayed – some commitment to consulting

business in the making of economic policy. By the end of that decade,

however, the impact of the business community as a whole on eco-

nomic policy-making in those two countries was negligible.

By contrast, at the beginning of the 1990s, neither the new govern-

ment in South Africa nor Mauritius appeared likely supporters of neo-

liberalism, and the World Bank enjoyed little policy leverage in either

country. Moreover, in both instances, the state had little reason to

regard business as a policy-making partner but instead regarded busi-

ness with a considerable degree of hostility. Nonetheless, by the end

of the decade, in these two countries business did have a significant

and sustained impact on economic policy-making.

How do we explain these strikingly divergent results? My answer is

that outcomes in South Africa and Mauritius differed from those in

Ghana and Zambia for reasons that had little to do with the World

Bank. Rather, policy-making in the former cases was shaped by the

existence of strong institutions on both sides. Both business and

government displayed high levels of capacity to engage in a robust

and sustained set of exchanges concerning policy; to wit, business–

government interaction fostered a process of constructive contestation

in South Africa and Mauritius. In Ghana and Zambia, by contrast, the

process more closely resembled neo-patrimonial collusion. In such a

situation, where both the state and the local business community lack

capacity, the state will win out, and where the state in question is

neo-patrimonial, policy-making will probably be highly personalized.

Constructive contestation of policy is unlikely to occur where

business is so weak that the state can act as it chooses nor where

business is so strong that the state simply rolls over and serves business

interests. Rather, it requires energetic policy contestation between two

relatively well-matched protagonists, and that each player is both

structurally powerful enough and organizationally efficient enough

that its views must be taken seriously in resolving on any course of

2 Business and the state in Africa



action. Policy processes are strengthened when the state is forced to

engage in considered, inclusive consultation with important social

actors – such as business.

Crucially then, it is not just the state but business too that must have

a significant level of political capacity. Of course, the characters of

these two actors are closely connected: how business looks and

behaves depends in large part on the state, and the reverse is true too

although perhaps less so. Nonetheless, the quality of policy-making in

any given moment will ultimately depend on the nature of the state,

the nature of business, and the consequent relationship between these

two sets of actors.

The phrase “constructive contestation” implies a number of features

about this policy-making relationship.5 First of all, it signifies that it

was a genuine process of contestation. In South Africa and Mauritius,

business and government often had very different ideas about what

optimal economic policies were, and their engagements over the con-

tent of that policy were not always entirely friendly. Indeed relations

between business and government were at times marked by mutual

suspicion and some coolness. This is in contrast with Ghana and

Zambia where elements of the business community were instead very

close to government – perhaps too close – and their interactions were

often conducted on a highly personal basis.

The second element of the interaction is also important, however,

namely that the policy interactions were constructive, i.e. it is not just

that government’s interactions with business were beneficial for the

policy-making process but also that they were constructive in an

architectural sense, viz. that they had the quality of actively con-

structing a particular kind of business community. In observable

(if often unintended) ways, the states of Mauritius and South Africa

fortified the ability of organized business to develop and defend a dis-

tinct set of interests. Moreover, while the state often mistrusted and

disliked business, the interactions between the state and business were

regularized and took place through institutionalized mechanisms. By

contrast, in Ghana and Zambia, while the few businesspeople who

enjoyed the favor of the state met with their political connections

behind closed doors, the rest of the business community enjoyed little

5 These ideas were developed also in discussions with Joe Carens and Amanda
Dickins.
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systematic access to policymakers. This resulted in the fracturing of the

business community and the striking of individual bargains – a process

that was unlikely to produce policy that was in the public interest or

to foster the development of a powerful business class. My cases

demonstrate then that not only are the character of state and business

respectively important but also that states may be stronger (more

developmentally effective) when they are weaker (constrained in policy-

making).

There is another important respect in which an apparent weakness

may in fact constitute a source of strength viz. with respect to ethnic

divisions, often regarded as unambiguously detrimental to economic

prospects. In particular circumstances these divisions may actually

strengthen the capacity of business to serve as a robust policy partner.

In Mauritius and South Africa, racialized and ethnicized cleavages

effectively generated a kind of power-sharing arrangement, splitting

power between two separate economic and political spheres. Public

and private actors were thus forced to balance against each other, and

their interaction was charged with a small but healthy dose of

opposition. Such a process may well be in the interests of economic

growth and the society as a whole. By contrast, elsewhere on the

continent where there were few political imperatives for the separation

of political and economic power, the workings of the neo-patrimonial

state instead resulted in a fusion of political and economic elites, and

policy-making strayed far from anything resembling the broader public

interests, converging instead on the very particular needs of that small

circle of overlapping elites.

These dynamics may well be true of many kinds of policy-making in

many different parts of the world. I focus on economic policy-making

because of its significance for broader economic outcomes and I argue

that, all things being equal, a policy-making process characterized by

constructive contestation is more likely to produce policy that serves

the interests of a wider slice of the population than one of neo-

patrimonial collusion. And I focus on Africa because its states continue

to pose many of the sharpest challenges to those concerned with eco-

nomic development.

Some might interpret my focus on the role of business in economic

policy-making as indicating sympathy for the interests of business

above all others in policy-making. This is to misunderstand the very

nature of constructive contestation. If business were able to dominate

4 Business and the state in Africa



economic policy it would be bad news for both the economy and the

population. Rather, on a continent where it is all too easy for a small

group of state-based elites to make policy in their own specific interests,

it is preferable if the state, at the very least, is forced to negotiate and

engage with one other set of organized and institutionalized interests,

namely business. Ideally of course, one would wish to see the state

consulting also other key social sectors – but this book is concerned

with business in particular because of the role that it can play in eco-

nomic development.

The subject of this book may also provoke broader questions about

whether a market-based or capitalist route is best for African states.

As important as this issue is, that is not the primary focus of this text.

Rather, given that the dominant international milieu within which

African economies currently operate is a capitalist one; that history

has presented us with few happy examples of non-capitalist routes to

economic development; and that neither of these two propositions

seems likely to change anytime soon, my concern is with how best to

make such a system work to the benefit of all. This challenge is

especially difficult in a region of the world where the state seems

remarkably ill-equipped to play a developmental role.

Constructive contestation – or neo-patrimonial collusion?

It is at least as true in Africa as it is elsewhere that the nature of

business and of the economic environment within which it operates is

shaped to a significant extent by the state. Granovetter uses the notion

of embeddedness to demonstrate how personal networks and social

institutions generate the milieu within which firms operate. This milieu

can be positive, where developmental states generate trust, or it can be

malign, where neo-patrimonial states encourage malfeasance.6

Of course, to argue that the market is mediated by the state is

not novel. A distinguished line of thinkers that includes Polanyi,

Gerschenkron, and Hirschman has long argued that the state is deeply

implicated in the business of capitalist economic development.7 As

6 Mark Granovetter, “Economic Action and Social Structure: The Problem of
Embeddedness,” American Journal of Sociology 91, no. 3 (1985): 498.

7 Alexander Gerschenkron, Economic Backwardness in Historical Perspective, a
Book of Essays (Cambridge, MA: Belknap Press of Harvard University Press,
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Weber taught us, a variety of capitalisms are “politically oriented”8 –

but the generality of this assertion obscures as much as it reveals.

Politically oriented capitalists may flourish in many kinds of state–

business relationships, from the felicitous developmental state, to

varieties of corporatism, crony capitalism, and neo-patrimonialism.

How are we then to distinguish among these forms of capitalism?

In the same way that Evans developed a typology of the state’s inter-

action with the market,9 we need a typology in turn of the market’s

interaction with the state. In the tradition of historical institutiona-

lism,10 this book employs a focused, comparative analysis of the

relationship between business and government, highlighting three

junctures which are critical for the formulation and development of

business and of that relationship: colonialism, independence, and the

neo-liberal reform era. In each of these three eras, the private sector

emerges from and/or is “embedded” in an environment which is shaped

by the state – to widely differing degrees. In South Africa and Maur-

itius, business enjoys some breathing room, a sphere of economic

activity in which the business community can develop a discrete sense

of its own interests. By contrast, for Ghanaian and Zambian business,

their dominant mode of operation and incentives is driven by the state.

In all cases, however, the state faces its own incentives and constraints,

and the choices that political elites make in response to these are

enormously consequential in sculpting the political economy.

The state of the state

Let us begin then with the state itself. When I use the term “state,”

I am concerned not with the entire administrative and political

1962), Albert O. Hirschman, The Strategy of Economic Development (New
Haven, CT: Yale University Press, 1961), Karl Polanyi, The Great
Transformation (Boston, MA: Beacon Press, 1944).

8 Max Weber, Economy and Society: An Outline of Interpretive Sociology, ed.
Guenther Roth and Claus Wittich, 3 vols., vol. 1 (New York: Bedminster Press,
1968), 165.

9 Peter B. Evans, “Predatory, Developmental and Other Apparatuses:
Comparative Political Economy Perspectives on the Third World State,”
Sociological Forum 4, no. 4 (1989), Peter B. Evans, Embedded Autonomy:
States and Industrial Transformation (Princeton, NJ: Princeton University
Press, 1995).

10 Peter A. Hall and Rosemary C. R. Taylor, “Political Science and the Three New
Institutionalisms,” Political Studies 44 (1996).
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structure of the state but with those sectors of the state that exert the

greatest influence over economic policy-making.11 These include the

cabinet, those top-ranking politicians who deal with matters of eco-

nomic policy, and high-level civil servants in the appropriate ministries

(such as finance, trade, and industry). This group can be distinguished

from, but often overlap with, the political elite. The political elite

include those commentators, advisors, analysts, and family members

who are not necessarily formally associated with the state, but who

exercise decisive influence over key policymakers within the state.

State capacity has received a great deal of academic attention over

the past twenty years.12 For our purposes, the understanding of state

capacity articulated by Hobson and Weiss is probably most helpful

viz. “the ability to mobilize and coordinate society’s resources in such

a way as to augment the overall investible surplus (and ultimately

raise living standards).”13 In addition to the penetrative and extractive

dimensions of state power, these authors stress – as I do – the import-

ance of negotiated power, arguing that “state strength increases with

the effective embedding of autonomy.”14

A wide range of analysts agree that the capacity of African states

to develop their economies has generally been low.15 Nonetheless,

the African state has been particularly important in shaping African

11 In particular, I refer to the national government. Arguably, in South Africa at
least, a rather different set of business–government relations pertains at the
provincial level as opposed to the national level; specifically, provincial-level
interactions might present greater coincidence of neo-patrimonial and
ethnicized connections. (Many thanks to Melissa Levin for this observation.)
This is an important qualification that deserves a fuller treatment than is
possible here.

12 Michael Mann, “The Autonomous Power of the State: Its Origins,
Mechanisms and Results,” in Political Geography: A Reader, ed. J. Agnew
(London: Arnold, 1997), Theda Skocpol, “Bringing the State Back In:
Strategies of Analysis in Current Research,” in Bringing the State Back In, ed.
Peter B. Evans, Dietrich Rueschemeyer, and Theda Skocpol (Cambridge
University Press, 1985), Linda Weiss and John M. Hobson, States and
Economic Development: A Comparative Historical Analysis (Cambridge:
Polity Press, 1995).

13 Weiss and Hobson, States and Economic Development, 4. 14 Ibid., 7.
15 The list is potentially very long. It includes Goran Hyden, Beyond Ujamaa in

Tanzania: Underdevelopment and an Uncaptured Peasantry (London:
Heinemann, 1980), Atul Kohli, State-Directed Development: Political Power
and Industrialization in the Global Periphery (Cambridge University Press,
2004), Crawford Young, African Colonial State in Comparative Perspective
(New Haven, CT: Yale University Press, 1994).
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business communities – for two reasons. First, decolonization in the

late 1950s and early 1960s coincided with the heyday of development

economics when there was wide support for the view that Third

World countries could catch up with the developed world if their

governments substituted for the failings of private capital markets.

This complements the Gerschenkronian expectation that the later the

process of industrialization, the more the state would have to intervene

to organize and invest capital.16

Newly independent African states thus came of age in an inter-

national context that warmly approved state-led and import substi-

tution industrialization (ISI) development models. Most inherited very

weak, small indigenous business communities but, in terms of the

conventional wisdom of the day, this was regarded as no great obs-

tacle. Governments employed a range of strategies to develop their

economies. The constellation of social cleavages in each territory and

how these mapped onto struggles over economic and political power

would determine exactly how these instruments were employed and

to what effect.17 The result was often to place a large amount of

discretion over the functioning of the market in the hands of a few

state-based actors.

Second, the African state was unusually influential on the formation

of the African business class not only because of this late, late-

industrialization context, but also because of its particular character,

viz. neo-patrimonial. Because I am concerned with how the neo-

patrimonial state fashions the “rules of the game” for business too,

I find Nicolas van de Walle’s definition of neo-patrimonialism most

useful:18

16 Gerschenkron, Economic Backwardness in Historical Perspective. For a
masterful treatment of this idea, see John Iliffe, The Emergence of African
Capitalism (Minneapolis, MN: University of Minneapolis Press, 1983). Baran
and Kurth also argue that it is important to consider the timing of a particular
country’s industrialization for the kind of economic development that follows.
Paul Baran, The Political Economy of Growth (New York: Monthly Review
Press, 1957), James R. Kurth, “The Political Consequences of the Product
Cycle: Industrial History and Political Outcomes,” International Organization
33, no. 1 (1979).

17 See, for example, Nicola Swainson, “Indigenous Capitalism in Postcolonial
Kenya,” in The African Bourgeoisie, ed. Paul M. Lubeck (Boulder, CO: Lynne
Rienner, 1987).

18 Nicolas van de Walle, African Economies and the Politics of Permanent Crisis
1979–1999 (Cambridge University Press, 2001), 51–2.
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Outwardly the state has all the trappings of a Weberian rational-legal sys-

tem, with a clear distinction between the public and the private realm, with

written laws and a constitutional order. However, this official order is

constantly subverted by a patrimonial logic, in which officeholders almost

systematically appropriate public resources for their own uses and political

authority is largely based on clientelist practices, including patronage,

various forms of rent-seeking and prebendalism.

Van de Walle is talking explicitly here about the state, but that state

actively structures the economic context for social actors. Subversion

of institutional authority and self-interested behavior is thus not unique

to state officials but equally may describe how politically connected

businesspeople behave in a neo-patrimonial political economy. In such

a context, the distinction between the public and private realm – and

the public and private sectors – may virtually disappear. Indeed, where

the state is highly neo-patrimonial, it seeks to draw the business and

economic elite further into an incestuous relationship with itself – and

this pressure can be enormously hard to withstand.

Neo-patrimonialism is thus not restricted to the state nor is it a given

condition; it arises out of ongoing tussles between leading political and

economic actors. The social cleavages that may carve up political and

economic power – or fuse them – play into these struggles and are

similarly dynamic. Nonetheless, history matters for the institutions

and for the milieu that it generates, and some factors will make neo-

patrimonialism more likely. Chief among these is the extent to which

the state succeeds in monopolizing the decision-making terrain.

The first question then to consider at any given moment is whether

the role and power of the state is being buttressed at the expense of

other political and economic actors. Here it is not just the level of

intervention by the state that is important, but the character of that

intervention too. What kinds of functions, responsibilities, and powers

does the state assume? In particular, is the intervention in the economy

developmental or neo-patrimonial?

One of the key determinants of the state’s character operates via its

revenue stream: Can the state safeguard its economic interests merely

by controlling the leading sub-sector, or does it have to negotiate with

a wider range of disparate economic actors? Are there incentives in

place that might induce a state to diversify the economy? Finally, are

there external sources of funding (such as international development

aid), which allow the state to ignore domestic economic actors? All of
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these factors will determine the extent to which the state negotiates

policy decisions with other local actors.

The nature of business

I use the terms “business” or “the business community” as a proxy for

the private sector, and the term “market” to indicate the arena of

economic exchange within which that sector acts. Because I am

interested in national-level policy negotiations, I focus predominantly

on the indigenous business community.19 This is to be distinguished

from the “economic elite,” those key individuals and families who

comprise the topmost economic stratum of their society. Such people

are situated most often within the business sector but also include

those occupied in large-scale agriculture and those associated with

international capital. The economic elite thus overlap but are not

strictly coterminous with the business sector.

While acknowledging the importance of state capacity to economic

development, this book advances our understanding of a frequently

neglected dimension of that discussion viz. the capacity of business.

The markers of business capacity differ from those for the state, but

contribute likewise to the mobilization of societal resources in a way

that adds to, rather than merely consumes, available surpluses.

Perhaps the most obvious prerequisite for business capacity is

structural power in the Marxist sense, i.e. the power that comes from

the private sector’s economic weight in the economy. One of the

clearest predictors of a business community with real political cap-

acity is the existence of an “independent economic base” for the

private sector.20 If business is sufficiently prosperous to fund its own

organization without recourse to the state or external donors, it is in a

19 Some may object to my characterization of South Africa’s white business
community as indigenous. In the late nineteenth century, the South African
business community included a large number of expatriate and specifically
British businesspeople. However, as suggested by the moniker “settler,” many
of these businesspeople subsequently settled in South Africa, made it their
permanent home, and became, for legal and political purposes, South African
citizens.

20 Analogous to Barrington Moore’s notion of what is necessary for a bourgeois
revolution. Barrington Moore, Social Origins of Dictatorship and Democracy:
Lord and Peasant in the Making of the Modern World (Boston, MA: Beacon
Press, 1966), xv.
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far stronger position to negotiate with the state. This will reflect in

large measure how influential the private sector – as opposed to the

public sector – is in the national economy. As a rule, the more busi-

nesspeople rely on the functioning of the markets for their profitability,

the greater their capacity (both as accumulators and political actors)

will be.21 This requires that, in its everyday functioning, business does

not depend for its success on political fealty to the ruling party.

The structural power that business enjoys in the economy both

facilitates and is enhanced by organizational effectiveness, in par-

ticular the degree to which it has developed a high level of institutional

efficiency. Here we should consider such factors as the extent to which

the administration and activities of organized business are institu-

tionalized and considered legitimate. We should focus on business’

capacity to respond to policies, to project these responses publicly,

and to strategize its lobbying of policymakers. With respect to the

latter, we must distinguish between business influence which is exer-

cised via formal, transparent, and legitimate institutions, and the

behind-the-scenes, personalized influence sometimes enjoyed by indi-

vidual businesspeople. These two forms of influence have very dif-

ferent content and outcomes. The first builds the capacity of the

organized business community. The latter has the tendency to further

weaken and divide businesspeople from each other.

Further, a business community should not only include a diversity

of interests within its own ranks, but have the capacity to effectively

manage that diversity. Crucial here is the ability of businesspeople to

see themselves as part of a larger grouping (what Marxists might term

“class consciousness”), but they should also possess the organizational

capacity to generate and collate pan-business positions, and to pursue

them, i.e. the ability to cohere as a set of political actors. A key

component of political capacity is thus the ability of an institution to

resolve conflicts, not only with other parties, but within its own ranks

too, and to develop a baseline set of policies that serve the interests of

business more broadly. How difficult this task is depends on the

structure of both business itself and of the economy. If the economy is

21 This is the direct corollary of Catherine Boone’s argument concerning the
political autonomy of rural elites. Catherine Boone, Political Topographies of
the African State: Territorial Authority and Institutional Choice (Cambridge
University Press, 2003), 23.
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dominated by one large sub-sector whose interests are at odds with

those of the rest of the business community and which could be

co-opted or taken over by the state, this could weaken the capacity

of business. This is not to suggest that business organizations need

always represent each single member perfectly. In Mauritius and South

Africa, it is evident that some sectors of the business community won a

greater share of the policy “voice” than others. What was important,

however, was that there was a process of internal contestation of

policy too, to mirror business’ own external contestation of the state.

Finally, a minimal level of autonomy for business (autonomy from

the state in particular) is also an important component of business

capacity in Africa.22 Atul Kohli has written that a key feature of a

developmentally effective modern state is “a well-established public

arena that is both normatively and organizationally distinguishable

from private interests and pursuits.”23 One might invert his object and

subject and argue that, similarly, a developmentally effective business

community operates within a well-established private arena that is

both normatively and organizationally distinguishable from the

interests and pursuits of the state and the ruling party. For the pur-

poses of this study, I define an autonomous business community as

one which conceives of its economic and political interests as identi-

fiable and distinct (from those of other groups in society, including the

state), and is organized in pursuit of those interests.

In a region where the norm more closely approximates a fusion of

political and economic elites, some autonomy is a necessary but not

sufficient component of business capacity. Because the state looms

large in much of Africa and frequently assumes a neo-patrimonial

aspect, it is crucial that business interests secure some “space” within

which they can develop a distinct sense of their own interests. I should

stress, however, that the concept of autonomy only makes sense in a

relational context.24 Autonomy is not solipsism.25 More concretely

22 Here I depart from Weiss and Hobson who argue that “strong states cultivate
collaborative strategies with civil society.” In a neo-patrimonial context,
collaboration all too easily slips into collusion. Weiss and Hobson, States and
Economic Development, 5.

23 Kohli, State-Directed Development, 9.
24 Feminist theorists have made a similar observation about the autonomy of

individuals. Cf. Jennifer Nedelsky, “Reconceiving Autonomy,” Yale Journal of
Law and Feminism 1 (1989).

25 Personal communication with Amanda Dickins.
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stated, the nature of business and the kind of autonomy it enjoys is

profoundly shaped by its relationship with the state and the nature of

that state.

Autonomy, moreover, is only one variable that must be considered

alongside other, more qualitative judgments about the nature of

business–government interactions. After all, in and of itself, a low

level of autonomy for business – say, where the state in question is

more developmentally inclined – might still produce better policy-

making outcomes than a scenario in which business has an equivalent

level of autonomy but the state’s neo-patrimonial tendencies are more

pronounced. Indeed, autonomy is closely linked to the nature of the

state in the sense that a highly neo-patrimonial state is unlikely to

permit significant levels of political autonomy for business. None-

theless, business autonomy is not inconsequential: it is striking that

the business communities of South Africa and Mauritius evince sig-

nificantly higher levels of autonomy than their counterparts in Ghana

and Zambia (or indeed in most other African countries) which have

very little capacity to constructively contest policy.

There are then four related characteristics to monitor with respect

to the private sector: is the private sector growing more powerful

within the economy, and, in its own organization, becoming more

institutionalized, more diverse26 and more autonomous? Four affirma-

tive responses would likely significantly increase the sector’s capacity

and willingness to engage the state on crucial policy questions. Busi-

ness would be increasingly empowered, both as a significant economic

actor in its own right and as a litigant party in policy disputes, to

shape the course of decision making. Moreover, business practices

and modes of organization would be directed on and driven largely

by developments in the economic sphere.

By contrast, to the extent that they directly engage the state,

entrepreneurs operating in a neo-patrimonial context do so in strik-

ingly different ways. In such societies, entrepreneurs must contend

with a lack of predictability, insecure property rights, little or no

contract enforcement, and prices for basic inputs that are largely

determined by government. Understandably, businesspeople are loath

to invest hard-earned capital in ventures that may be risky or only

26 By diverse I mean with reference to the sub-sectors of the economy that business
is based in, size of the firm, and domestic or export orientation.
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produce returns over the long term. The result is low levels of private

investment in fixed productive assets. Instead, those with capital may

invest in currency speculation or export/import businesses, seeking

to exploit arbitrage opportunities. Others may choose to keep their

assets liquid, to invest in property or to expatriate their savings to

foreign banks. All of these are rational accumulation strategies in an

insecure economic context. Unfortunately, they do not contribute to a

broad, diverse, and sustainable industrialization process; nor do they

contest – but rather collude in – the political allocation of economic

opportunity. It is crucial then to examine how social cleavages, built

around factors such as race, class, ethnicity, and political partisanship,

affect this economic milieu.

Public–private sector interactions

We ignore at our peril how the interaction between business and the

state may sculpt each of those two parties, and ultimately transform

policy-making outcomes. Neo-liberals, for example, while acutely

aware of the power of the state to create and pursue rent-seeking

opportunities in an economy tend to lionize the forces of the market

and the private sector. Their analysis ignores the interaction between

these two sets of actors and how they may fuse and come to be almost

indistinguishable from each other.

We need to understand, therefore, the relationship between business

and the state, and the kind of economic environment that this estab-

lishes. I have already argued that, relative to other parts of the world,

Africa’s private sectors are exceptionally close to their states. I have

also pointed out that it is important to consider not just how close a

business community is to the state, but the character of that state too.

The relevant question here then is not whether there is any interaction

or overlap between business and government. Inevitably there is some,

even in liberal, highly industrialized economies. The real question

concerns the quality of the two sets of actors, and the nature of their

interaction. Here it is vital to distinguish between the fertile ground

of embedded autonomy and the “developmental bog”27 of neo-

patrimonial fusion. The state looms large in all of this and serves to

27 Paul D. Hutchcroft, Booty Capitalism: The Politics of Banking in the
Philippines (Ithaca, NY: Cornell University Press, 1998).
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determine the dominant political and economic incentives. In order to

understand the dynamics of this interaction, we must consider when

and how business and the state emerge and develop.

The origins and development of the African business class

The current literature on Africa is ill-equipped to answer specific

questions about the nature of the indigenous business class or how it

might have emerged. An early generation of developmental theorists

argued that in developing economies market forces alone were insuf-

ficient to accelerate development, and the state would therefore have

to intervene. This championing of the state had at least two conse-

quences: a burgeoning literature on the Third World (and African)

state and a variety of state-based development strategies. One such

example was the “governed market” strategy which worked relatively

well in East Asia where there was a very particular kind of state.28

High levels of state involvement were, however, a resounding failure in

much of Africa and provoked questions about the capacity of African

states to lead development. A number of respected observers of Africa

subsequently argued that African states are flawed in numerous ways

and hence unable to fulfill their developmental role on the continent.29

Accordingly, the policy focus shifted back to the African market.

In the 1980s, neo-liberals, for example, advocated the almost com-

plete withdrawal of the state from any attempts at African development

on the grounds that that state was ineluctably flawed and that only the

forces of the market could restore sustainable growth. However, while

studies of the failed African state abound, there is not an equivalent

body of work on the “market.” Africa’s private sector is understudied

in the academic literature, particularly when one considers its sup-

posed centrality to economic development.30 The bitter but largely

28 Robert Wade, Governing the Market: Economic Theory and the Role of
Government in East Asian Industrialization (Princeton, NJ: Princeton
University Press, 1990).

29 For example Robert H. Bates, Markets and States in Tropical Africa: The
Political Basis of Agricultural Policies (Berkeley, CA: University of California
Press, 1981), Richard Sandbrook and Judith Barker, The Politics of Africa’s
Economic Stagnation (Cambridge University Press, 1985).

30 Hopkins remarks that “[i]ndigenous entrepreneurs have occupied a relatively
modest place in the literature.” A. G. Hopkins, “Big Business in African
Studies,” Journal of African History 28, no. 1 (1987): 126, 127 and 135.
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unresolved battle over Kenya’s indigenous capitalist class in the 1970s

aside,31 the subject is also under-theorized. This book therefore addre-

sses an important and under-served topic.

A word about case selection: There is no doubt, in terms at least

of the way their business communities look and behave, that South

Africa and Mauritius appear exceptional in sub-Saharan Africa.32

Some might object that this makes them less interesting or useful for

considering the nature of the business class in Africa. On the contrary,

it is precisely this feature that makes them crucial cases to consider

alongside Ghana and Zambia, arguably more “typical” in this respect.

If we are to understand why so many African business communities

suffer from a severe lack of political capacity, we need also to

understand why, in these two instances, politically effective business

communities were able to emerge. In short, they provide the necessary

variation on the dependent variable. At the same time, I do recognize

that the distinguishing features of these cases are embedded in a larger

history and that, as such, it is not possible to extract clear policy

implications from South Africa and Mauritius and apply them unpro-

blematically to vastly dissimilar cases. Nonetheless, a careful historical

analysis can provide essential clues about how political processes and

class formation diverge in our different cases.

Recent exceptions include Deborah Brautigam, Lise Rakner, and Scott Duncan
Taylor, “Business Associations and Growth Coalitions in Sub-Saharan Africa,”
Journal of Modern African Studies 40, no. 4 (2002), Marcel Fafchamps,
Market Institutions in Sub-Saharan Africa: Theory and Evidence (Cambridge,
MA: The MIT Press, 2004), Alusine Jalloh and Toyin Falola, eds., Black
Business and Economic Power (Rochester, NY: University of Rochester Press,
2002), Lise Rakner, “The Pluralist Paradox: The Decline of Economic Interest
Groups in Zambia in the 1990s,” Development and Change 32 (2001).

31 Raphael Kaplinsky, “Capitalist Accumulation in the Periphery – the Kenyan
Case Re-Examined,” Review of African Political Economy 7, no. 17 (1980),
Leys, “Learning from the Kenya Debate,” Colin Leys, Underdevelopment in
Kenya: The Political Economy of Neo-Colonialism (Berkeley, CA: University of
California Press, 1974).

32 I say “appear” because these are African states and they are, accordingly,
studied as such. For persuasive arguments to this end, cf. Deborah Brautigam,
“Institutions, Economic Reform and Democratic Consolidation in Mauritius,”
Comparative Politics 30, no. 1 (1997), Mahmoud Mamdani, Citizen and
Subject: Contemporary Africa and the Legacy of Late Colonialism (Princeton,
NJ: Princeton University Press, 1996), Richard Sandbrook, “Origins of the
Democratic, Developmental State: Interrogating Mauritius,” Canadian Journal
of African Studies 39, no. 3 (2005).
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A distinguished line of scholars argues that we should look to the

sub-sector that dominates the economy to explain the character and

functioning of the major political-economic institutions.33 My case

selection allows us to test this explanation too: Zambia and South

Africa are both mining-based economies, while Ghana and Mauritius

are more agricultural-based. I conclude, however, that, in the end, the

sub-sectoral argument cannot adequately explain the outcomes that

we see.

Finally, it might also be argued that a simpler explanation for the

different policy-making outcomes is that Mauritius and South Africa

had a higher level of economic development than Ghana and Zambia.

I will deal with this argument more fully in the Conclusion. For now,

however, I would like to address an analytically prior question arising

from this objection: i.e. why is it that the business communities of

South Africa and Mauritius are so much larger and stronger than

those of Ghana and Zambia? I demonstrate that the institutional

paths and relationships that inform business capacity in the neo-

liberal era were laid down historically in two earlier critical junctures,

colonialism and independence, and were enormously consequential

for the nature and quality of the business community that resulted.

Over the course of my research, I spent five to nine weeks at a time in

each of the four case study countries between 2001 and 2004, returning

in some cases two or three times. During that time, I conducted hun-

dreds of interviews, principally with businesspeople and policymakers.

I spoke also with a range of informed observers, including journalists,

diplomats, academics, and those working at policy and financial

institutions. Many of these are cited directly in my study. (A small

number of my sources requested confidentiality.) In addition, I con-

sulted the policy documents and budget statements of the relevant

government ministries and business associations, as well as reviewing

newspaper and other archives, and the pertinent secondary literature.

Before moving on, it might be useful for the reader who is unfamiliar

with these four countries to consider comparatively the following

broad range of indicators (see Table 1). They confirm that both Zambia

33 Terry Lynn Karl, The Paradox of Plenty: Oil Booms and Petro-States
(Berkeley, CA: University of California Press, 1997), Michael D. Shafer,
Winners and Losers: How Sectors Shape the Developmental Prospects of States
(Ithaca, NY: Cornell University Press, 1994).
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