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 CHAPTER ONE  
 
 FINANCE AND  
 UNEVEN DEVELO PMENT  
 
 
 
 
 
Introduction  
 
Antonio Gramsci (1978, 177-178) once explained the task of historical materialism: òIn 
studying a structure, it is necessary to distinguish organic movements (relatively 
permanent) from movements which may be termed ôconjuncturalõ (and which appear as 
occasional, immediate, almost accidental).ó For Gramsci, organic movements are of òfar-
reaching historical significanceó and thus provide opportunity for òsocio-historical 
criticism.ó Decades-long organic crises, for example, mean that òincurable structural 
contradictions have revealed themselves (reached maturity).ó In contrast, conjunctural 
analysis is òof a minor, day-to-day character.ó 
 If we seek to understand movements of historical significance, as opposed to simply 
cataloguing those conjunctures which marked Zimbabweõs evolution as one of the most 
unequal countries in the world, it may be helpful to focus our attention on one set of 
organic, relatively permanent processes of uneven capitalist development. I have chosen 
to write p rimarily about the accentuation of uneven development during times of 
heightened financial activity which accompany capitalist crises. Of course, this is not a story 
reducible to a simple, monochromatic account, because each of our primary conceptual 
categories ð crisis, rising finance, uneven development ð is multifaceted and 
contradictory.  
 This first chapter is dedicated to exploring at a theoretical level the salient 
characteristics and contradictions of finance and uneven development. Further chapters 
tackle uneven development and the rise of finance in Zimbabwe in the same spirit. The 
goal is to build into the theory various layers of analysis that allow us to both draw new 
insights about complex socio-economic realities and to enrich our understanding  of how 
capital flows across space and through time in ways that, at surface-level, often seem 
illogical, unstructured and self -destructive. 
 After all, the world economy has suffered intense disfiguring due to financial bubbles 
and depressions the last few years, and Zimbabwe has not been immune. This we can 
glean from daily newspaper accounts of stock market crashes, unpredictable currency 
fluctuations, the ups and downs of speculative property markets, huge bankruptcies and 
unrepaid debts, unending finan cial innovations, or the ebb and flow of power ð over so 
many facets of life ð held by banks and institutional investors. Is there any discernable 
logic to all of this? Can the rise and fall of finance help explain the development and the 
underdevelopment of particular global regions, nation -states, local economies, firms, 
households? 
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 Very few theorists have been so ambitious as to try sketching a systematic 
relationship of finance to uneven development, and most who have done so worked from 
within the Mar xist tradition of political economy, which is also broadly (though not 
exclusively) within which the following pages lie. We begin by very briefly considering 
the traditional roles of money in capitalist production and circulation. But we try to 
promptly p lace these in the context of capitalist crisis, in which the accumulation of 
capital relies increasingly on financial, speculative activity. Speculative profits are often a 
good indication of ascendant finance and declining productive capital.  
 But ð and this is ironic ð financial power is far more vulnerable to system 
òbreakdownó than many Marxists have foreseen, and it is worth taking a critical detour 
through some of the debates on òfinance capital,ó particularly because the theorists 
Rudolf Hilferding a nd Henryk Grossmann (and others) have made sweeping statements 
about financial power, control and crisis that bear close consideration. None of these are 
entirely satisfactory, however, due to their tendency to a singular monocentric logic. 
Instead, it is through far more subtle processes by which capitalist crises are displaced ð 
essentially through time and through space ð that I think we can draw out the 
prominence of finance. There is no singular logic, but on the basis of this theoretical 
exercise we can hypothesize that during such times of financial ascendance, uneven 
development is indeed most powerfully generated, across various sectors, spaces and scales. 
 
The roles of finance in capitalism:  Accommodation, control, speculation  
 
What is it that we will focus our attention on, precisely? òFinanceó is here considered to 
encompass external sources of funding beyond the normal revenue streams that generally 
consist of company profits, state tax receipts, the wages and salaries of households, and 
the revenues of other institutions. It thus includes myriad forms of debt, as well as 
corporate equity (òsharesó) issued on stock markets. Financial capital refers to the totality 
of financial institutions and instruments which advance money (and credit and other 
financial paper) for the purpose of gaining a return (interest, dividends, increases in 
value, etc.). But like capital itself, financial capital is not a mere thing per se, but 
encompasses social processes as well. As Simon Clarke (1988, 5) puts it, òThe power of 
money is not the power of banks and financial institutions, although it is the latter who 
wield the power of money, it is the power of capital in its most abstract form.ó So it is to 
the basic relations between capital, money and credit that we must first turn.  
 Why is finance integral to the dynamics of capitalism? In abstract terms, money plays 
well -known roles as medium of exchange and payment, measure of value, and store of 
wealth. But more to the point, Marx outlines ways in which credit  ð òinterest-bearing 
money capitaló ð lubricates (or òaccommodatesó) capitalist production and commerce. 
First, the smooth operation of markets depends on firms moving resources to where 
profits can be found, which has the effect of equalising the rate of profit between firms. A 
well -functioning credit system is critical here, both because credit is an extremely fluid 
means of allocating capital to where it is most highly rewarded, and because new 
investments (which add to competition and hence profit equalisation ) normally occur 
through borrowing.  
 Second, credit allows more efficient forms of money (such as bills of exchange) to 
replace physical money handling. Hence, as Marx (1967, V.III, ch27, pa6) put it, òcredit 
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accelerates the velocity of the metamorphosis of commodities, and with this the velocity 
of monetary circulation.ó In the process, the turnover time of capital is shortened and 
profits are realised more rapidly. In the Grundrisse, Marx (1973, 359) goes so far as to 
argue that òthe necessary tendency of capital is therefore circulation without circulation 
time, and this tendency is the fundamental determinant of credit and of capitalõs credit 
contrivances.ó 
 Third, credit also allows for greater centralisation of capital, and this is a precondition 
for l arge firms to become publicly traded on the stock market and hence to raise further 
investment funds easily. Moreover, with credit the individual capitalist acquires òdisposal 
over social capital, rather than his own, that gives him command over social labour. The 
actual capital that someone possesses, or is taken to possess by public opinion, now 
becomes simply the basis for a superstructure of creditó (Marx, 1967, V.III,ch27,pa16). 
 But all of these accommodating characteristics of finance ð providing lub rication to the 
payments system, speeding the velocity of capitalist production and centralisation, and 
centralising funds for investment or hiring large numbers of workers ð are not the only 
ones to consider. With the òorganic movementó of capital into more concentrated and 
centralised form, there also emerge controlling characteristics of finance. As conceptualised 
by Hilferding in his book Finance Capital, financial, industrial and commercial capital 
supposedly merge under the guiding hand of the banks. Then there arise, as well, 
speculative characteristics of finance, which increase in importance as capitalist crises 
appear and intensify. It is here that investment funds are drawn into financial assets 
which become increasingly autonomous from the produc tive assets they are meant to 
represent (as securities, shares of stock, real estate titles and the like). 
 The effect, in sum, is that as money and credit emerged from their most basic roles in 
the hoarding of wealth and early commerce to develop more ful ly as òfinancial capitaló 
(money extended for the purpose of making more money), they also evolved from simply 
lubricating early capitalist relations to exhibiting controlling and speculative 
characteristics. But as we consider next, the ultimate determinant over which of these 
characteristics emerges and dominates at any given point in time and space, is the capital 
accumulation process, which gives meaning to the discrete acts of production and 
commerce which money and credit were ostensibly developed und er capitalism to serve. 
 
Capital accumulation, the tendency towards overaccumulation and the rise of finance  
 
Let us again deliberate basic definitions. Capital accumulation refers to the generation of 
wealth in the form of òcapital.ó It is capital because it is employed by capitalists not to 
produce with specific social uses in mind, but instead to produce commodities for the 
purpose of exchange, for profit, and hence for the self-expansion of capital. Such an 
emphasis by individual capitalists on continua lly expanding the òexchange-valueó of 
output, with secondary concern for the social and physical limits of expansion (size of the 
market, environmental, political and labour problems, etc.), gives rise to enormous 
contradictions. These are built into the very laws of motion of the system. It is worth 
covering these tendencies in some detail, and then assessing how they are borne out 
through a review of historical evidence.  
 Perhaps the most serious of capitalist self-contradictions, most thoroughly embedded  
within the capital accumulation process, is the general tendency towards an increased 
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capital-labour ratio in production ð more machines in relation to workers ð which is 
fuelled by the combination of technological change and intercapitalist competition, and 
made possible by the concentration and centralisation of capital.1 Individual capitalists 
cannot afford to fall behind the industry norm, technologically, without risking their price 
or quality competitiveness such that their products are not sold. Thi s situation creates a 
continual drive in capitalist firms towards the introduction of state -of-the-art production 
processes, especially labour-saving machinery. 
 With intensified automation, the rate of profit tends to fall, and the reasons for this 
are worth reviewing. Profit correlates to òsurplus valueó which is only actually generated 
through the exploitation of labour in production. Why is labour only paid a certain 
proportion of the value produced, with a surplus going to capital? Since capitalists ca nnot 
òcheat in exchangeó ð buy other inputs, especially machines that make other machines, 
from each other at a cost less than their value ð the increases in value that are the 
prerequisite for production and exchange of commodities must emanate from worke rs. 
This simply means, in class terms, that capitalists do not and cannot systematically exploit 
other capitalists but they can systematically exploit workers. Here arises the central 
contradiction:  with automation, the labour input becomes an ever -smaller component of 
the total inputs into production. And as the labour content diminishes, so too do the 
opportunities for exploitation, for surplus value extraction and for profits.  
 This situation exacerbates what becomes a self-perpetuating vicious spiral. 
Intercapitalist competition intensifies within increasingly tight markets, as fewer workers 
can buy the results of their increased production. In turn this results in a still greater need 
for individual capitalists to cut costs. A given firmõs excess profits are but only 
temporarily achieved through the productivity gains which automation typically 
provides, since every capitalist in a particular industry or branch of production is 
compelled to adopt state-of-the-art technologies just to maintain competitive ness. This 
leads to growth in productive capacity far beyond an expansion in what consumer 
markets can bear. (It is true that there are countervailing tendencies to this process, such 
as an increase in the turnover time of capital, automation, and work speed-up, as well as 
expansion of the credit system. But these rarely overwhelm the underlying dynamic for 
long.) The inexorable consequence, a continuously worsening problem under capitalism, 
is termed the overaccumulation of capital. 
 Overaccumulation refer s, simply, to a situation in which excessive investment has 
occurred and hence goods cannot be brought to market profitably, leaving capital to pile 
up in sectoral bottlenecks or speculative outlets without being put back into new 
productive investment. Ot her symptoms include unused plant and equipment; huge gluts 
of unsold commodities; an unusually large number of unemployed workers; and, as 
discussed below, the inordinate rise of financial markets. When an economy reaches a 
decisive stage of overaccumulation, then it becomes difficult to bring together all these 
resources in a profitable way to meet social needs. 
 How does the system respond? There are many ways to move an overaccumulation 
crisis around through time and space, as discussed throughout this book. But the only 
real òsolutionó to overaccumulation ð the only response to the crisis capable of 
                     

1. There are other Marxist approaches to crisis theory which rely upon òunderconsumptionó and class-
struggle òprofit squeezeó explanations, but these are generally not utilised in the pages that follow and for 
simplification p urposes can be omitted here. 
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reestablishing the conditions for a new round of accumulation ð is widespread devaluation. 
Devaluation entails the scrapping of the economic deadwood, which  takes forms as 
diverse as depressions, banking crashes, inflation, plant shutdowns, and, as Schumpeter 
called it, the sometimes òcreative destructionó of physical and human capital (though 
sometimes the uncreative solution of war). The process of devaluation happens 
continuously, as outmoded machines and superfluous workers are made redundant, as 
waste (including state expenditure on armaments) becomes an acceptable form of 
mopping up overaccumulation, and as inflation eats away at buying power. This 
continual, incremental devaluation does not, however, mean capitalism has learned to 
equilibrate, thus avoiding more serious, system-threatening crises. Devaluation of a fully 
cathartic nature (of which the last Great Depression and World War are spectacular 
examples) is periodically required to destroy sufficient economic deadwood to permit a 
new process of accumulation to begin. 
 When overaccumulation becomes widespread, extreme forms of devaluation are 
invariably resisted (or deflected) by whatever local, reg ional, national or international 
alliances exist or are formed in specific areas under pressure. Hence overaccumulation has 
very important geographical and geopolitical implications in the uneven development of 
capitalism, as attempts are made to transfer the costs and burden of devaluation to 
different regions and nations or to push overaccumulated capital into the buildings 
(especially commercial real estate), infrastructure and other features of the òbuilt 
environmentó as a last-ditch speculative venture . Moreover, the implications of 
overaccumulation for balance in different sectors of the economy ð between branches of 
production (mining, agriculture, manufacturing, finance, etc.), between consumers and 
producers, and between capital goods (the means of production) and consumer goods 
(whether luxuries or necessities) ð can become ominous. Indeed, because the rhythm of 
overaccumulation varies across the economy, severe imbalances between the different 
sectors and òdepartmentsó of production (sometimes termed òdisproportionalitiesó or 
òdisarticulationsó) emerge and introduce threatening bottlenecks in the production and 
realisation of value, which further exacerbate the crisis. Such òuneven sectoral 
developmentó is discussed in more detail below. 
 These processes enhance the control and speculative functions of finance. The 
argument, simply, is that as overaccumulation begins to set in, as structural bottlenecks 
emerge, and as profit rates fall in the productive sectors of an economy, capitalists begin to 
shift their investable funds out of reinvestment in plant, equipment and labour power, and instead 
seek refuge in financial assets. To fulfil their new role as not only store of value but as 
investment outlet for overaccumulated capital, those financial assets must be increasingly 
capable of generating their own self-expansion, and also be protected (at least 
temporarily) against devaluation in the form of both financial crashes and inflation. Such 
emerging needs mean that financiers, who are after all competing against other profit -
seeking capitalists for resources, induce a shift in the function of finance away from 
merely accommodating the circulation of capital through production, and increasingly 
towards both speculative and control functions. The speculat ive function attracts further 
flows of productive capital, and the control function expands to ensure the protection and 
the reproduction of financial markets. Where inflation may be a threat, the control 
functions of finance often result in high real inte rest rates and a reduction in the value of 
labour-power (and hence lower effective demand). Where bankruptcies threaten to 
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spread as a result of overenthusiastic speculation, the control functions attempt to shift 
those costs elsewhere, in a manner examined in detail later.  
 
Evidence of overaccumulation and rising finance  
 
Can the first steps of the theory we have begun to outline above claim any empirical 
backing? In fact, historical evidence of financial ascendance during the accumulation cycle 
is impressive, and can be reviewed briefly at this stage in the argument. For example, the 
existence of òKondratieffó-style long-waves of capital accumulation is securely 
established, with global crises occurring roughly from 1825 -45, 1872-92, 1929-48, and 1973-
present (Kondratieff, 1979; Gordon, 1980; Van Duijn, 1983; Goldstein, 1988). From either a 
Marxist or non -Marxist vantagepoint, though, a precise measurement of these cycles of 
accumulation is difficult. Variables such as price series, profitability and produc tion 
estimates are central to most studies, whereas ideally measures such as capital intensity 
(òthe organic composition of capitaló), surplus value rates, the velocity of circulation of 
capital, the geographical expansion of capitalist relations, capacity utilisation and 
inventory build -up would be preferable for Marxist analysis (some of these variables are 
investigated in later chapters).2 
 Within the long -wave of accumulation, at a sub-global and sub-national scale, there 
are even more obvious òKuznets cyclesó of fifteen years to three decades duration 
(Kuznets, 1930), witnessed in particular by labour migration patterns and investment in 
buildings, infrastructure and other facets of the built environment (Thomas, 1972). David 
Harvey, in particular, has used empirical evidence of Kuznets cycles to reflect upon the 
Marxist theory of overaccumulation, followed by devaluation (Harvey, 1989a, 77).  
 Moving to the next step, we can verify the rise and fall of finance during the course of 
accumulation cycles, especially at the global level. During four particular periods ð the 
late 1820s, 1870s, 1930s and 1980s ð at least one third of all nation -states fell into effective 
default on their external debt following an unsustainable upswing of borrowing at a time 
of declining foreign -sourced productive sector investment. With the exception of the 
1980s (in which there was a significant lag), the onset of global debt crisis was the 
precursor for the onset of decades-long downswings in the Kondratieff cycles. Drawing 
on the world -systems perspective pioneered by Immanuel Wallerstein (1979), Christian 
Suter (1992) explains the òglobal debt cycleó by way of stages in the long-wave, beginning 
with technological innovation and utilising international product cycle theory.  
 At the upswing of a Kondratieff cycle, as basic technological innovations are 
introduced in a labour -intensive and unstandardised manner, both the demand for and 
supply of external financing are typically low, and in any case the residue of financial 
crisis in the previous long -cycle does not permit rapid expansion of credit or other 
financial assets into high-risk investments. As innovations gradually spread, however, 
peripheral geographical areas become more tightly integrated into the world economy, 
supported by international financial networks. As the power of innovation -led growth 
subsides, and as the consumer markets of the advanced capitalist countries become 
saturated, profit rates decline in the core. This pushes waves of financial capital into 
                     

2. The most rigorous Marxist analysis of such variables is Mandel (1980). Other variables used to trace long-
wave patterns include employment, social innovations, wealth inequality, social movements, political 
conflicts, and international wars.  
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peripheral areas, where instead of achieving balanced accumulation and growth, low 
returns on investment plus a variety of other political and economic constraints 
inexorably lead to sovereign default. In sum, at the global scale there is a three-stage 
process characterised by, as Suter (1992, 41) puts it, òfirst, intense core capital exports and 
corresponding booms in credit raising activity of peripheries; second, the occurrence of 
debt service incapacity among peripheral countries; and third, the negotiation of debt 
settlement agreements between debtors and creditors.ó 
 Evidence for this theory is compelling at one level, the international scale. But to 
transcend the world systems approach, a robust Marxist theory of accumulation must 
incorporate such evidence at other scales (national, regional, local, even household); more 
closely integrate the trends in the productive circuits of capital with the dynamics of 
finance; incorporate speculative and control features of finance as integral features of the 
debt crisis; and thus explain other forms of recent financial ascendance which have 
become common since the early 1980s, in the world and in Zimbabwe, as well as during 
other historical periods. These include high real interest rates (in relation to the historical  
record and in relation to the return on fixed capital investment); an explosion in share 
values and real estate prices; an increase in the outstanding debt of consumers, 
corporations and governments, in relation to most measures of economic activity; and a 
qualitative increase in the political clout of financiers.  
 Although there is a good understanding of the overaccumulation problem and 
evidence of its recent manifestations (Clarke, 1988, 279-360; Harvey, 1989, 180-197; 
Mandel, 1989, 30-58; Armstrong, Glyn and Harrison, 1991, 169-260), the rest of these 
issues have been addressed only fitfully, partially and imperfectly within Marxian 
political economy. To illustrate the controversies that remain, some of the methodological 
approaches that generated these, and the political implications of the analysis, we move 
next to the mistaken directions forged by explorers of what was termed òfinance capital.ó 
 
The rise of òfinance capitaló 
 
As the twentieth century dawned (indeed from 1870 to 1920 or so, according to Paul 
Sweezy [1972, 179]) it appeared to many observers that a new institutional form ð 
òfinance capitaló ð was achieving hegemony over the entire world economy. Testifying to 
this idea were the concentration and centralisation of the major financial inst itutions; the 
organisation of cartels of industrial capitalists, often by financiers; the exercise of financial 
control over corporate development more generally; and the powerful impetus of 
financiers in imperialism, manipulation of state policies, and th e formation of ideologies. 
Indeed, many Marxists believed that banks and other financial institutions had actually 
pushed capitalism into a new and perhaps final stage, the era of monopoly, imperialist, 
òfinance capitalism.ó The leading Marxist theorists of the first decades of the twentieth 
century ð Hilferding, Kautsky, Bauer, Bukharin, Lenin and others ð adopted this broad 
argument, although there was conflict about whether this final stage was one of strength 
or one of decay (Tickten, 1986). 
 But the banks that were supposedly at the centre of power in this new era of 
capitalism suffered tremendous bankruptcies, culminating in system -wide crashes that 
left the financial system in tatters from 1929-33. Nonetheless, until then, the theory of 
òfinance capitaló had much to recommend it. Indeed, the notion of a financial power bloc 
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that articulates with and controls industry has been resuscitated in several vigorous 
efforts since the early 1970s. 
 In 1910 Hilferding published Finance Capital, where he defined his subject as òthe 
unification of capital. The previously distinct spheres of industrial capital, commercial 
capital and bank capital are henceforth under the control of high finance.ó In 1915, 
Bukharin used the phrase òthe coalescence of industrial and bank capital.ó And in 1917, 
Lenin termed finance capital òthe merging of industrial with bank capital.ó The terms 
used in the definitions are not substantially different (Brewer, 1980, 103-109; Howard and 
King, 1989, Chapter Five). Nor are they much different from modern -day conceptions of 
òfinance capitaló (Sweezy, 1972, 143; Aglietta, 1979, 253). These definitions each 
emphasise institutional power bloc characteristics, at the expense of drawing attention to the 
vulnerability implicit in financial relation s. 
 Hilferding, for example, contends that the problem of rising overaccumulation in 
highly -concentrated branches and sectors of production could be displaced, thanks to the 
coordination functions of òfinance capital,ó into the more competitive, non-cartelised 
sectors of the economy. Thus the result of intensified uneven sectoral development during 
crisis is apparently, in Hilferdingõs (1981, 298) formulation, not further destabilisation of 
the economy, but rather its stabilisation through deepening cartelization. òThe difference 
in the rate of profit between cartelised and non-cartelised industries, which on average is 
greater the stronger the cartel and the more secure its monopoly, diminishes during times 
of prosperity and increases during a depression.ó The subsequent shake-out of the 
smaller producers permits the òfinance capitaló cartel to increase the level of industrial 
concentration and survive the broader downturn.  
 Indeed Hilferding goes so far as to argue that several factors òmilitating against a 
banking crisisó would combine with the increasing financial range of òfinance capitaló to 
ensure that conditions of crisis could be ameliorated. Those factors include first, the ability 
of òfinance capitaló to manage and share risk effectively; second, the belief that a strong 
gold reserve and other state policies can shore up the creditworthiness of the system; 
third, a decline in the volume and importance of speculative activity (at the powerful 
urging of key institutions of òfinance capitaló); and fourth, the ability of production by 
joint -stock companies during a downturn to continue since such production need not 
realise an immediate return. Hilferding (1981, 291) concludes that it is òsheer dogmatism 
to oppose the banksõ penetration of industry... as a danger to the banks.ó 
 Hilferding (1981, 180) even expresses faith that the centralisation and concentration 
process will result in a giant bank at the centre of the world economy. He predicts an 
òincreasingly dense network of relations between the banks and industry... [which] would  
finally result in a single bank or a group of banks establishing control over the entire 
money capital. Such a ôcentral bankõ would then exercise control over social production as 
a whole.ó (Bukharin [1972, 73], too, predicted a ògigantic combined enterprise under the 
tutelage of the financial kings and the capitalist state, an enterprise which monopolises 
the national market.ó) Politically this is extremely important, for it provides a rationale for 
a route to socialism that entails the socialisation of capitalist relations via finance. 
Hilferding (1981, 368) at one point even asserts, òtaking possession of six large Berlin 
banks would mean taking possession of the most important spheres of large scale 
industry, and would grea tly facilitate the initial phases of socialist policy during the 
transition period, when capitalist accounting might still prove useful.ó 
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 Hilferding was German Finance Minister later in his career (for a few weeks in 1923, 
and in 1928-29), and was considered a òreformistó Marxist in the Bernstein/Kautsky 
tradition (Bottomore, 1981, 14). On this point his greatest subsequent rival, Grossmann 
(1992, 198), offers scathing comment: òHilferding needed this construction of a ôcentral 
bankõ to ensure some painless, peaceful road to socialism, to his ôregulatedõ economy.ó 
Even as German Finance Minister (under difficult circumstances in the late 1920s) 
Hilferding failed in any such mission ð in no small part because of attacks against his 
party from the left which tragically equated social democratic politics (so-called òsocial 
fascismó) with the actual fascism of Hitler. 
 Hitler, unlike Hilferding, had a strong command of the real power relations, and with 
the support of Albrecht Haushoferõs Geopolitical School, stitched together a coalition of 
the German middle classes and disenchanted national capitalists aimed at creating an 
expanding geographical barrier (òLebensraumó) of economic autarchy against foreign 
financial power. As Kees van der Pijl (1984, 14) explains, òThe anti-Semitism of the Nazi 
movement portrayed the economic crisis as the result of ôGerman, creativeõ capital 
throttled by a rapacious international finance capital personified by the Jews 
(ôschaffendesõ versus ôraffendes Kapitalõ) ð an imagery that combined ancient prejudices 
with a distorted sense of Germanyõs actual subordination in the liberal world economy.ó3 
Distorted or not, in this instance the resistance to financial power was right -wing 
populism. But the real critic of òfinance capital,ó Hilferding, was killed in Paris by the 
Nazis in 1941. Notwithstanding emerging problems with the òfinance capitaló concept 
(such as the collapse, not strengthening, of financial empires), even as late as 1931 
Hilferding maintained his thesis (Sweezy, 1968, 298). 
 
The limits to òfinance capitaló 
 
Where did Hilferding go wrong in miscalculating the power of òfinance capitaló? As a 
semantic construct, òfinance capitaló has, so far, been quarantined in quotation marks for 
a specific reason: to emphasise that its interpretation is a matter of protracted debate. As 
van der Pijl (1984, 7) puts it, òthe reality it conveys about the new empirical structure of 
capital does not obliterate the need for distinguishing the functional, ôoriginalõ fractions.ó 
But other criticisms have been levelled against Hilferdingõs profoundly institutional 
approach to finance. According to Suzanne de Brunhoff (1976, xiv), Hilferding makes a 
critical mistake that leads him to dissociate money and the credit system (òmoney as an 
instrument of  hoardingó is ignored, she complains). òThis dissociation has probably been 
one of the reasons for the overestimation of the role of ôfinance capital.õò 
 Further objections emerge to the internal logic of Hilferdingõs òfinance capital,ó as 
well as to its contemporary relevance. The first line of argument highlights the historical 
datedness of the concept, since banking capital was, during Hilferdingõs time, used nearly 
exclusively for financing the purchase of means of production (M -MP) and only rarely for 
purchasing labour power (M -L) (a function reserved for cash). Hilferding (1981, 70) 
observed a rising capital/labour ratio and concluded that òthe growth of M-MP outpaces 
the growth of M -L, with the resulting more rapid increase in the use of credit compar ed 

                     

3. As an aside, Deutsche Bank authorized a corporate biography in 1995 confirming its role in the economic 
persecution of Jews from quite early on during the Third Reich.  
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with the use of cash.ó In the post-depression era, however, an enormous amount of 
finance was originally drawn from and allocated to M -L, in part through related processes 
such as pension and insurance funds, consumer credit and government debt. Credit has 
now become a means of purchasing and reproducing labour power, in addition to its 
original role in arranging the purchase of means of production (as de Brunhoff [1978] has 
pointed out). Hence it would appear that Hilferdingõs reliance upon the rising organic 
composition of capital to explain the build -up of debt in the economy, and then to gauge 
the relative strength of the òfinance capitaló power bloc, is an insufficient (even if it 
remains a necessary) component of economic analysis. 
 It would appear too that without analysis of government and consumer debt, 
Hilferdingõs òfinance capitaló concept misses other insights about the influence of finance 
upon accumulation. One is the rise of labourõs òsocial wageó as a result of access to credit, 
which is partly responsible for establishing a privileged consuming stratum of workers. 
Another is the ability of the credit system to maintain òeffective demandó (buying power) 
in the economy, partly through government and consumer debt, thus avoiding crises of 
òunderconsumptionó but putting off until later the unavoidable need to repay the debt. 
Notwithstanding the subsequent hegemony of conservative policy, these credit -related 
functions remain vital components of economic management in advanced capitalist 
economies, and they point to the need for more sensitivity to the meanderings of capital 
accumulation than that offered by a òfinance capitaló power bloc concept. 
 In addition, Hilferdingõs conclusion runs contrary even to much of his own prior 
analysis. First, the problem of uneven sectoral development between capital goods and 
consumer goods (disproportionalities between Departments One and Two, in the Marxist 
lexicon), upon which Hilferding bases his crisis theory, tends to heighten as finance grows 
more importa nt, notwithstanding the short -run amelioration provided by credit. Second, 
the same problems in the productive sector that lead to falling profit rates also force banks 
to look further afield, geographically and sectorally, in order to maintain lending and  a 
healthy deposit base, and this brings added risk. Third, new forms of financial regulation 
which Hilferding suggests are responsible for stabilising an inherently unsound banking 
system, are often incapable of dealing with a major financial crisis. Fourth, rather than 
declining in importance, speculation tends to increase dramatically prior to the climax of a 
crisis. Fifth, Hilferdingõs argument that joint-stock companies are relatively immune from 
downturns is contradicted by his analysis of how vital c redit is to the smooth operation of 
stock exchanges. Sixth, given the tendencies already discussed (especially increasing risk, 
the breakdown of the stateõs protective role, and uncontrolled speculation), the 
combination of industry, commerce and banking as òfinance capitaló increases 
temptations for insider lending and thus for greater than normal risk, leading to a greater 
chance of financial problems. 
 In sum, nearly all of Hilferdingõs previous analysis leads to the logical conclusion 
that, contrary to òfinance capitaló hegemony during a crisis, banks do indeed lose self-
control, as well as control of outside entities and processes. Sweezy (1968, 267) may have 
been correct in this respect when he commented, òHilferding mistakes a transitional 
phase of capitalist development for a lasting trend.ó The òtransitional phaseó was one of 
recovery from the 1870s-1890s financial crises; these crises would emerge again in the 
early 1930s and again in the 1970s and 1980s, and would provide researchers ð including 
Sweezy ð a grain of salt in their considerations of the untrammelled power of òfinance 
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capital.ó 
 It was just prior to the 1930s crisis of òfinance capitaló that one of the most impressive 
critiques of Hilferding emerged, from the Frankfurt School economist Grossmann. Noting 
a remark by Hilferding in 1927 ð òI have always rejected any theory of economic 
breakdown. In my opinion, Marx himself proved the falsehood of all such theoriesó 
(Liepziger Volkszeitung, 27/5/27) ð Grossmann (1992, 52-53) replied, òNo economic proof 
of the necessary breakdown of capitalism was ever attempted. And yet, as Bernstein 
realised in 1899, the question is one that is decisive to our whole understanding of 
Marxism... Marx provides all the elements necessary for this proof.ó Specifically, as 
Grossmann (1992, 200) concluded his 1929 book The Law of Accumulation, òThe historical 
tendency of capital is not the creation of a central bank which dominates the whole 
economy through a general cartel, but industrial concentration and growing 
accumulation of capital leading to the final breakdown due to overaccumulation.ó 
 
Space, time and the displacement of overaccumulation 
 
Notwithstanding the prescience of his pre -Depression argument, Grossmannõs òfinal 
breakdownó has taken its time. In the wake of the polarising Hilferding -Grossmann 
debate perhaps a theoretical modification is required which can account for the 
displacement of crisis, rather than its self-generating resolution or its degeneration into a 
full -fledged economic meltdown.  
 David  Harvey (1982, 285; 1985b, 345) assists us by more clearly specifying òthe 
contradiction between the financial system and its monetary basis,ó in part through 
introducing finance to geography. He unveils a set of countervailing tendencies to crisis 
which w ere hitherto unexplored within the Marxist tradition:  òAbsorption of capital (and 
labour) surpluses through temporal and geographic displacement played key roles in the 
history of crisis resolution.ó For Harvey, credit serves a temporal displacement function ð 
a so-called òtemporal fixó to overaccumulation ð since finance not only speeds the 
turnover time of capital, as Marx observed, but also sends surplus capital into òthe 
production of goods that have long term future uses in production or consumption.ó This 
helps to displace crisis in the short-term, but exacerbates the overaccumulation problem 
down the road.  
 There is also a òspatial fixó to overaccumulation: in serving a geographical 
displacement function (such as through foreign lending), finance can send òsurplus 
money to another country to buy up surplus commodities.ó This amounts to a short-term 
solution to overaccumulation which comes back to haunt the lending country when, in 
order to pay off the debt, the borrower must cut imports from, and incre ase exports to, 
the lender. The same principle works at other geographical scales. 
 In sum, the tensions and contradictions in value production and realisation can only 
be resolved, says Harvey (1982, xvi), òat the price of internalising the contradictions 
within itself. Massive concentration of financial power, accompanied by the machinations 
of finance capital, can as easily destabilise as stabilise capitalism.ó Harvey (1982, 283) thus 
highlights the constraints on the power of finance imposed by the full  logic of the 
accumulation process, and òfinance capitaló is therefore seen, far more usefully, in terms 
of òthe countervailing forces that simultaneously create and undermine the formation of 
coherent power blocs within the bourgeoisie.ó 
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 With that, the p rimary Marxist conceptions of finance in the accumulation process 
have been reviewed, the most important abstract elements retrieved, the dangers of the 
òfinance capitaló concept disclosed, the rise of financial control and speculation explored, 
and spatial and temporal responses to crisis noted. But all of this has so far been 
accomplished with little or no discussion of uneven development. We consider, first, the 
underlying dynamic of sectoral unevenness between and within the spheres of 
production, repro duction and finance, followed, second, by uneven geographical 
development and third, by some considerations on the problem of scale in the relations 
between finance and uneven development. 
 
The uneven development of sectors 
 
The issue, simply, is whether the power of finance is asserted through an intensification of 
processes of uneven development, as opposed to diminishing (or levelling) such processes 
(in part through the imposition of universalising standards). Georg Simmel (1971) seemed 
to support the l atter view:  
 
 To the extent that money, with its colourlessness and its indifferent quality can 

become a denominator of all values, it becomes the frightful leveller ð it 
hollows out the core of things, their specific values and their uniqueness 
and incomparability in a way which is beyond repair. They all float with the 
same specific gravity in the constantly moving stream of money.  

 
Although Marx also used phrases such as ògreat leveller and cynicó to describe money, 
the Marxist approach accepts this thesis only up to a point. Marx (1967, ch27,pa15) 
commented on uneven development as a necessary process under capitalism: 
 
 In the same relations in which wealth is produced, poverty is produced also; 

that in the same relations in which there is a development of the forces of 
production, there is also the development of a repressive force; that these 
relations produce bourgeois wealth, ie the wealth of the bourgeois class, 
only by continually annihilating the wealth of the individual members of 
this class and by producing an ever growing proletariat.  

 
This òabsolute general law of capitalist accumulation,ó as Marx termed it, offers a useful 
grounding for a theory of uneven development. For example, it provides the sort of 
insight into capitalism that will permi t us to move beyond modernisation theoryõs 
òdualisticó framework of development and underdevelopment as distinctly separate, 
unrelated systems. The pitfalls of modernisation theory are taken up in later chapters. 
First though, it is worthwhile taking the a nalysis of uneven development back to the point  
where finance emerges, in order to assess the processes through which unevenness 
intensifies or diminishes.  
 Whereas Neil Smith (1990), in his seminal study of Uneven Development, roots the 
equalisation and differentiation of capital (the fundamental motions of uneven 
development) in the emergence of a division of labour, Ernest Mandel (1968, 210) 
searched even further back, to òprivate productionó among different producers within the 
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same community. He insisted that òdifferences of aptitude between individuals, the 
differences of fertility between animals or soils, innumerable accidents of human life or 
the cycle of nature,ó were responsible for uneven development in production. As a result, 
societies faced a choice: either engage in mutual aid (usually feasible in a society based on 
cooperation) to ensure the subsistence of an entire community, or save and lend money to 
those who need it (eventually gaining some rate of interest). The latter route led to the 
historical development of money and credit, Mandel posited, which in turn paved the 
way for full -fledged commerce and, ultimately, for capitalist relations of production and 
distribution. In this abstract version of the capitalist development process, finan ce as an 
accommodating feature of early stages of economic growth had the effect of ameliorating 
uneven development, particularly in equalising the rate of profit across firms and sectors. 4 
 This could also, presumably, be the case in the sphere of reproduction, where the 
development of consumer and government credit markets offered finance the means to 
level certain reproductive relations. This phenomenon has been most important, of 
course, in advanced capitalist societies. When overaccumulation crisis is absent as a factor, 
then the inherent unevenness of the reproductive sphere ð òdisarticulatedó development, 
as Alain de Janvry (1981) calls the differential production and consumption of durable 
goods along class lines ð tends to be diminished by the role of credit in establishing what 
Michel Aglietta (1979, 232) terms a òconsumption norm.ó This sort of finance, Aglietta 
argues, also serves to level the unevenness of productive-reproductive processes because 
it òabsorbs the divergence between the rhythm at which income is received and the 
rhythm at which it is spent, given the lumpiness of durable goods.ó 
 At the same time, the steady evolution of consumer savings and non-corporate 
contractual savings (pension and insurance funds), much of which is used to fund 
production, led finance òirrevocably into direct participation in determining the general 
strategy of accumulation.ó Spiralling government debt adds to this process, since, 
according to Aglietta, even the federal debt of the major capitalist power, the  United 
States, òhas no chance of being reduced or even stabilised in the near future.ó Astronomic 
growth in consumer credit ð hire purchase, home mortgage bonds, car loans, credit for 
consumer durables, credit cards, etc. ð after World War II reflected th e mass consumption 
orientation of òFordismó and the òintensive regime of accumulation.ó 
 What all of this implies is that under relatively good economic conditions ð probably 
limited to the advanced capitalist countries ð unevenness in the reproductive sphere can 
be ameliorated by finance, but the cost of this is growing indebtedness which in turn 
leaves the sphere of reproduction increasingly subject to the power of finance. In these 
theoretical arguments, in sum, the basis of finance-production -reproducti on relations is 
one of amelioration; credit levels natural differences.  
 Finance has the opposite effect on uneven development under other conditions, 
however. It is only when we look beyond accommodating features of finance, and instead 
to the control and speculative functions, that we understand the roles of finance (as both 
cause and effect) in the uneven development of capitalism. To some degree, uneven 
sectoral development is most directly a function of imbalances in production between 

                     

4. However, even if there was such a role for finance in societies which advanced rapidly from communal to 
capitalist relations, this abstract argument has little bearing on, for example, the imposition of credit in 
colonial Africa, a process we argue in subsequent chapters was characterised by intensifying polarisation 
most of the time. 



UNEVEN ZIMBABWE                                           A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT 

 

 

 

 16 

capital goods and consumer goods, and here the role of finance is by no means 
ameliorative. Such problems have òall kinds of manifestations in shifting investment 
flows from productive to speculative outlets,ó according to Aglietta (1979, 359). For 
example, the increased turnover of short -term stocks of capital goods during the boom 
phase leads to ever-shorter terms for credit. More generally, Aglietta argues, òUneven 
development creates artificial differences in the apparent financial results of firms, which 
are realised only on credit. These differences favour speculative gains on the financial 
market.ó 
 These rather different financial effects can be postulated at the level of abstract theory, 
but Aglietta also documents how uneven sectoral development reached crisis proportions 
in the 1920s, leading to financial chaos from 1929-33 and the Great Depression. However, 
in considering the post-war era, Aglietta (1979, 378) invoked the spirit of Hilferding, in 
suggesting that finance can stabilise itself. The devaluation of money (inflation) and 
deflation of debt (write -downs in selected sectors) together permit a òthreshold of 
resistanceó to crisis: òWhat is important to note here is that the entire structure of modern 
capitalism functions in such a way as to avoid this phase degenerating into financial 
panic.ó Indeed the general message from Agliettaõs òRegulation Schooló of political 
economy is that the development of a òmode of regulationó to serve particular òregimes 
of accumulationó makes finance and uneven development a much less explosive 
combination. 5 
 If, however, the intrinsic unevenness within and between finance, production and 
reproduction is not observable on the surface ð thanks, temporarily, to successful 
strategies of regulation ð that does not mean that overaccumulation crisis has been 
resolved, nor that we can dismiss theoretically-derived tendencies towards sectoral 
unevenness which ultimately manifest themselves in financial crisis. As argued above, the 
role for finance in accommodating production evolves int o a much more contradictory 
function under conditions of overaccumulation crisis. It is here that finance accentuates 
other processes of uneven development in the productive circuit of capital.  
 Consider, especially, the phenomenon of speculation. According to Harvey (1982, 
326), financial speculation has the effect, at times, of restructuring productive capital, since 
it  
 
 allows individualized and private experimentation with new products, new 

technologies (including organizational forms), new physical an d social 
infrastructures, even whole new cultures, class configurations, and forms of 
class organization and struggle. It is this aspect to speculation that Marx 
ignores. The crash rationalizes and restructures production so as to 
eliminate extraneous elements ð both old and new alike. It also disciplines 
all other aspects of social life to capitalist class requirements and hence 
typically sparks some kind of organised or unorganised response, not only 
on the part of labour (which goes without saying) but a lso from various 
affected factions within the bourgeoisie.  

 

                     

5. An exception is Alain Lipietz (1985, 109), but not without idiosyncracies we consider in the concluding 
chapter. 
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But then again there is the pure damage to the productive sector wrought by speculation, 
unmitigated by any meaningful role in restructuring production to support renewed 
accumulation. Indeed much  of the displacement of capitalist crisis into speculative outlets, 
today and historically, is not merely unsustainable as the basis for regenerating 
productive development, it is also plainly self -destructive. 
 For capital, the challenge at this stage becomes undergirding unproductive financial 
assets with productive assets. This is most vividly expressed by Thomas Johnson, a 
leading US banker, in considering the potential implications of the Third World debt crisis 
during the 1980s: òThere is a possibility of a nightmarish domino effect, as every creditor 
ransacks the globe attempting to locate his collateraló (Smith, 1990, 161). This is the point 
at which the dynamic of uneven development reaches the brink. Expressed here is the 
transition from finance as  an accommodating agent in the development of the productive 
forces of capitalism, to finance as both a controlling power and a speculative vehicle gone 
awry.  
 
The uneven development of space 
 
It is by considering the process of spatial development during financial ascendance, that 
we can link analyses of unevenness more generally, between and within advanced 
capitalist settings and the Third World. Giovanni Arrighi and John Saul (1973b, 145), for 
example, were well aware of 
 
 uneven development thrown up b y capitalist penetration in Africa. For the 

underdevelopment of Africa as a whole relative to the industrial centres of 
the West has been accompanied and mediated by uneven development as 
between regions, states, tribes, and races within  Africa itself, and  this fact 
adds important dimensions to the class struggle in Africa and to the 
character of the resistance of progressive African forces to contemporary 
imperialism.  

 
While this phenomenon is often described as òarticulations of modes of productionó 
(Wolp e, 1980), Smith (1990, 156) explains it in more abstract theoretical terms: òThe logic 
of uneven development is theoretically prior to the problematic of articulation of modes 
of production. The point is that today the ôarticulation of modes of productionõ is a 
product of the developments and limits of capital, not vice versa. More concretely, it is the 
logic of uneven development which structures the context for this articulation.ó This 
insight leads us to again enquire of the role of finance in òthe development and limits of 
capital,ó and likewise the implications of this role for uneven spatial development. 
 Ironically, while spatial metaphors are often easy for visionary bankers like Thomas 
Johnson under conditions combining overaccumulation crisis and f inancial power, 
geographers have said very little about finance in economic development. This is a 
serious oversight, for as Harvey (1989a, 176) observes, òMoney creates an enormous 
capacity to concentrate social power in space, for unlike other use values it can be 
accumulated at a particular place without restraint. And these immense concentrations of 
social power can be put to work to realise massive but localised transformations of nature, 
the construction of built environments, and the like.ó 
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 But aside from Harvey and a very few others, there has been a near-complete 
theoretical neglect of the geographical aspects of finance, and of the financial aspects of 
geography. This reflects, perhaps, theoretical satisfaction with the accommodating features 
of finance, in contrast to speculative or control features. The theoretical void is not limited 
to Marxist geography. In much of the mainstream geographical literature, finance is itself 
seen as a productive service enterprise with specific locational and employment features, 
and thus is incorporated into ordinary models of the space -economy. The location of 
financial institutions and the distribution of their physical lending and deposit -taking 
functions are considered effective barometers of economic vitality  or of other productive 
sector activities less easily traced. 
 The obvious failure of such an approach, though, is that it assumes, rather than 
questions, the underlying rationality of the spatiality of finance. In the context of 
speculative financial mark ets and the rise of financial power, this assumption is 
immediately suspect. As the Zimbabwe case study demonstrates, the spatial structure of 
financial organisation has all manner of contingent features that flow from institutional 
and historical accidents. As a result it is crucial to distinguish between the necessary and 
the contingent institutional features of a financial system in geographical terms. The 
financial penetration of space has, it seems, enormous implications for the nature of 
territorial d ivisions of production and reproduction, as well as for the operation of 
financial power across different scales. 
 How, then, can we get to the root of the relationship between finance and uneven 
spatial development? Smith (1990, 150) situates the origins of uneven development in òthe 
constant necessary movement from fixed to circulating capital and back to fixed. At an 
even more basic level, it is the geographical manifestation of the equally constant and 
necessary movement from use-value to exchange-value and back to use-value.ó The 
movement from exchange-value to use-value and back, after all, depends on money as a 
medium of exchange and store of value. (Later, credit amplifies these roles.) As a consequence, 
the dynamism of uneven development relates at least to some degree to the exercise of 
financial power. The abstract notion of money as a means of verifying trade and 
commerce takes on added meaning in practice, particularly when considered in relation 
to the actual development of capitalism. For example, during the epoch of imperialism, 
which Lenin described with such diligence, entire currency blocs battled each other for 
trading dominance. This sort of totalising process was one through which finance seemed 
to level local dynamics of uneven development, in the course of imposing similar 
conditions drawing closer the various components of the global space economy into a 
universal law of value.  
 In moments such as these it may well appear that financial power overwhelms 
nations, regions, cities, and suburbs ð or at least compels them to operate under a 
substantially similar global logic of credit -based expansion or contraction. Yet while 
finance levels certain local processes, this by no means implies the transcendence of 
uneven spatial development. To the contrary, there is growing evidence that under 
particular conditions ð overaccumulation crisis, financial ascendance, and in turn financial 
crashes ð the application of financial power exacerbates processes of uneven development. 
 This would appear to b e the case particularly if frictional constraints to the movement 
of financial capital across space diminish over time. Such friction takes the form of 
technological-logistical, political -economic or natural geographical barriers to the free 
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flow of capita l, commodities or labour power. To the degree that these constraints are 
gradually removed, finance will òsharpen differences in the territorial division of labour 
because small advantages will be easier to capitalise upon,ó Harvey (1992) remarks. As 
overaccumulation sets in, as the power of money tends to increase, and as financial 
markets are consequently liberalised, there is then less scope for the ameliorative capacity 
of finance to level territorial differentials (as Mandel suggested was the historica l basis for 
money). The reverse is also true, in that the existence of such friction ð especially in 
impeding the geographical shift of funds to where they are most in need ð constrains the 
power of money. In other words, as finance exacerbates uneven development, geography 
simultaneously sharpens the contradictions within finance.  
 The depth of historical evidence for such phenomena varies depending on the 
contingencies of different national financial institutions and systems. Clarke (1988, 110) 
has assessed historical processes in Britain which suggest the role of friction in financial 
crashes: 
 
 In the initial phase of development of the credit system accumulation was 

frequently disrupted at an early stage by the failure of local banks. 
Although this was often put down to unsound banking practices, it was 
primarily a result of the geographical unevenness of accumulation which 
led to imbalances in the inter-regional flows of commodities and of capital, 
which resulted in an inflow of money into some regions and an outflow 
from others. Banks in some regions accumulated ample reserves of the 
money commodity, while banks elsewhere found themselves under 
increasing pressure. 

 
In nineteenth-century South Africa, for example, Clarkeõs assessment would hold (Bond, 
1991a). But in colonial Zimbabwe, once established, the foreign-controlled banks avoided 
the worst excesses of financial collapse related to geographical funding flows (as shown in 
subsequent chapters). 
 Indeed the process seems to unfold in two directions, both extremely sensitive to 
issues of scale. On the one hand geographically uneven development prevents locally-
oriented banks from adapting to spatial changes in the productive circuits of capital. The 
solution to this problem, as discussed below, is to permit banks to òjump scale,ó such that 
highly -concentrated national banking systems have emerged to level such differentiation 
of scale.6 On the other hand, though, the effect of overaccumulation on the rise and fall of 
financial power is most spectacular precisely because it is during these moments that 
geographical differentiation is most ambitiously generated. Space becomes a much more 
crucial òmeans of productionó (Smith, 1990, 85-87) when the circulation of capital in 
productive sectors is overshadowed by increasingly futile attempts to realise surplus value 
through commerce or financial speculation, regardless of where (and whether) it is being 
created. 
 It is at this point that speculation takes on crucial geographical characteristics. 
Ironically, Harvey (1982, 398) appears excessively generous to òrampant speculation and 
                     

6. Although as Clarke (1988, 110) points out with regard to the concentration of banking in 19th century 
Britain, òthe increased integration of the financial system meant that when a crisis did strike it would 
reverberate through the whole system.ó 
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unchecked appropriationó (particularly when it comes to their role in fostering uneven 
geographical development) when he argues that they ògenerate the chaotic ferment out of 
which new spatial configurations can grow.ó Harvey contends that òWaves of speculation 
in the creation of new spatial configurations are as vital to the survival of capitalism as 
other forms of speculation.ó The case would be firmer if opulent financial institution 
headquarters buildings (the premier outlet of speculative capital during peak periods) 
represented òthe physical landscape necessary to future accumulation.ó But especially 
when land titles become the preferred form of financial capital, planting the se eds of 
future accumulation is often impossible. Indeed as Harvey (1982, 349) acknowledges, 
òmonopoly control guarantees that the problem of land speculation will acquire deep 
significance within the overall unstable dynamic of capitalism.ó 
 Speculation is both cause and effect in this respect. As Harvey (1982, 397) continues, 
òThe whole system of relations upon which the production of spatial configurations in the 
build environment is based, tends to facilitate and, on occasion, to exacerbate the insane 
bouts of speculation to which the credit system is any case prone.ó Examples of the 
insanity of financial speculation abound. òThe postmodernist phenomenon seems 
irreducibly specific to the reckless overbuilding of commercial space that has taken place 
since 1974, continuing frenetically even through the trough of the severe 1981-82 
recession,ó argues Mike Davis (1985, 112). òThis hypertrophic expansion of the financial 
service sector is not a new, higher stage of capitalism ð even in America speculators 
cannot go on endlessly building postmodernist skyscrapers for other speculators to buy ð 
but a morbid symptom of the financial overaccumulation prolonged by the weakness of 
the US labour movement and productive capitalõs fears of a general collapse.ó 
 Moreover, overaccumulation and financial speculation in the built environment 
together generate spatial bottlenecks, just as the productive sector suffers from uneven 
development and periodic bottlenecks in production and commerce. Harvey suggests 
that in generating òthe chaotic ferment out of which new spatial configurations can 
grow,ó speculative tendencies in the built environment òare as vital to the survival of 
capitalism as other forms of speculation.ó However, òToo much speculation, to be sure, 
diverts capita l away from real production and meets its fate of devaluation as a 
consequence.ó The trick, Harvey (1982, 398) posits, is to calculate òhow much 
appropriation is appropriate. To that there is no clear answer and even if there were there 
is no guarantee that the forces at work under capitalism could ever achieve it.ó 
 Hence at the local level, primarily through zoning decisions, the state attempts to 
work out the equilibrium of land as use -value and as exchange-value. That is sometimes 
helped, more often hindered though, by central bank decisions regarding credit supply, 
and by national housing and housing finance programmes which set out to achieve broad 
macroeconomic goals. It will be useful to keep these divergent forces in mind when 
examining case studies of financial speculation in land.  
 We have traced the contradictory route of speculation through space, and thus turn 
next to the control function of finance, where there are any number of spatial implications.  
Consider some examples of manipulative corporate decision-making of various types that 
have generated publicity in recent years: the provision of funds to corporations for 
overseas expansion (òloan-pushingó); the forced termination of the pension funds of 
overindebted companies (to speed loan repayments); wage takebacks imposed under 
similar circumstances; or the closing of factories deemed necessary by the financiers who 
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pull industrialistsõ strings. 
 The urban, regional and national ð and increasingly, global ð implications of these 
control functio ns are legion. Indeed the reach of financial power extends beyond the 
corporation and into other arenas of production and reproduction where space is actively 
constructed. Various examples epitomize uneven geographical development. During the 
1980s, financiers began to use òdebt-for-nature swapsó to force overindebted nation states 
to drop their sovereignty over tracts of land now slated for environmental conservation 
(having for prior years encouraged the degradation of such lands in order merely to 
record higher returns on Third World loans) (Potter, 1988). 7 The geographical impact of 
other forms of òstructural adjustmentó imposed by international financial power is vast, 
ranging from the desertification of the Sahel to the construction of cheap export pla tforms 
as in the Philippines or in the maquiladora region of Mexico (Broad, 1988; George, 1988). 
At a local scale, Harvey (1985a, 88) argues that over time urbanism itself has òbeen 
transformed from an expression of the production needs of the industrialis t to an 
expression of the controlled power of finance capital, backed by the power of the state, 
over the totality of the production process.ó 
 Across a variety of scales, uneven development is generally accentuated during those 
periods when financial inst itutions increase their range of movement, the velocity and 
intensity of their operations, and simultaneously, their power over debtors (whether 
companies, consumers or governments). But specifying the control function of finance, 
within a multi -faceted relationship between financial power and uneven spatial 
development, is not uncontroversial. 8 
 To illustrate, the legacy of the notion of òfinance capitaló can be seen in the work of 
the postmodern geographer Edward Soja. òFinance capital,ó in Sojaõs periodised account, 
was initially òrelatively unimportantó in structuring urban space at the turn of the 
twentieth century (this was still the turf of productive capital). Later, with intensified 
concentration of capital and greater demands upon the built environ ment for òexpanded 
reproduction,ó Soja (1989, 101) attributes to finance a primary role in the planning of 
cities. 
 At one level this is a compelling story, because it corresponds well to descriptions of 
urban development in advanced capitalist settings (Gordon, 1978). But as the history of 
even a city like Harare, Zimbabwe demonstrates, there is no need to periodise in this 
manner to capture the underlying dynamic of financial circuits in uneven urban 
development. Finance-driven spatial changes (especially speculative land and investment 

                     

7. Consider too a well-publicised December 1991 memo by the World Bankõs chief economist, Lawrence 
Summers: òI think the economic logic of dumping a load of toxic waste in the lowest wage country is 
impeccable and we should face up to that... Underpopulated countries in Africa are vastly under pollutedó 
(cited in òLet Them Eat Pollution, The Economist, 8/2/92).  
8. For example, David Harveyõs urban analysis ð which was, in the mid -1970s, concentrated on finance ð 
came under attack, justifiably, from Soja (1989, 100) and others, for its institutional view of òfinance capitaló 
which fostered both the idea of the òcoalescenceó of banking and industrial capital, and the idea that they are 
òpermanently in conflict.ó 
At times, he viewed finance capital as a separate fraction, a parasitic monopoly sector sucking up funds 
which would otherwise be available for housing and basic social services, and in direct conflict with 
industrial capital (from which it is able to extract part of the surplus in the form of rent and interest). At other 
times, Harvey treated finance capital almost in the Leninist sense as commingled with industrial capital in a 
monopoly imperialist union, cooperatively controlling the totality of the production process.  
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booms) are typical outcomes of overaccumulation in the productive sectors. They do 
therefore supplant the circuit of industrial capital. And they occur according to a 
transhistorical rhythm that does not seem to respect as determinate the evolving role of the 
city in the reproduction of the capitalist system.  
 Still invoking periodisation, Soja attributes to a post -Depression òcoalition of capital 
and the stateó factors such as the òintensified residential segregation, social fragmentation 
and the occupational segmentation of the working class.ó To the degree, however, that 
these factors do actually reflect an inner logic of urban capitalism (rather than being 
necessarily functional to the urban òconsumption machineó as Soja seems to imply), this is 
surely not a logic constrained by the parameters of the institutional prerequisite that Soja 
identifies:  the supposed planning power of òfinance capital.ó9  
 In short, Soja demonstrates the sort of focus on institutional form, to the neglect of 
process, that must be avoided. The contemporary manifestations of this lesson are crucial, 
for just as in the earlier period, financial power arises in ways that overwhelm built 
environment investment that came before it. 10 The dynamic here, however, is not 
primarily a new urban form which an omnipotent òfinance capitaló has appended to the 
existing socio-spatial landscape (though it may have that appearance), but in contrast a 
profoundly vulnerable reaction to a sustained crisis of overaccumul ation which plays 
itself out increasingly in the financial circuit of capital.  
 As in the speculative booms of the nineteenth century or the 1920s, the contemporary 
situation cannot continue in this state of displaced tension indefinitely. The search for 
surplus value realisation in space becomes ever more fruitless, as the restructuring of the 
space economy becomes, concomitantly, more frenetically finance-driven. The power of 
finance over the course of uneven development is then at its most self-contradictory, and 
the spatial and socio-economic landscapes left in the wake of the inevitable collapse of 
financial power bear clearest witness to the fallibilities of the system.  
 Hence the need is clear to investigate the spatial dimensions of the non-
accommodating roles of finance (speculation and the control function). To do so 
successfully requires us to decipher the underlying dynamics of financial relations and 
how they affect space and territory in very concrete ways. In a highly variegated Third 
World setting like Zimbabwe, such a study must immediately come to grips with the 
historical development of the spatial structure, especially patterns of industrial location, 
agricultural development, and residential housing segregation. The changing nature of 
these features of the space economy during the periodic rise and decline of finance will, 
presumably, reveal a great deal. 
 There is yet another concern, however: how to demonstrate the applicability of levers 
of financial power at different scales. Given the omnipresent dynamic of development and 
underdevelopment across scale, and the need to trace its well-spring to the operation of 
the laws of motion of capitalism at scales appropriate for òsocio-historical criticismó and 
informed political resistance, as Gramsci put it, these challenges will be central to the task 
ahead. 
 

                     

9. It is a logic, instead, that is rooted in the valorisation and devalorisation of space, in the manner described 
by Harvey, Smith, etc. 
10. The 1980s consumption machine of the òurban spectacleó and real estate speculation dwarfed historical 
processes of accumulation in the urban built environment, as Davis (1991) shows in the case of Los Angeles  
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The uneven development of scale 
 
The issue of scale, Smith (1990, 134) insists, provides a òcrucial window on the uneven 
development of capital, because it is difficult to comprehend the re al meaning of 
ôdispersal,õ ôdecentralization,õ ôspatial restructuringõ and so forth, without a clear 
understanding of geographical scale.ó In this section, financial and monetary aspects of 
the integration of capitalist circuits at various scales are briefly considered, mainly with a 
view to establishing the theoretical basis for the power of international money in relation 
to economic processes determined at national and sub-national levels. But even power 
established and exercised at the highest scales is subject to challenge and to decay, 
depending on whether that power is geared to the accommodating, control or speculative 
functions of finance at particular moments.  
 Smith, relying on production-bound understandings of scale derived from the division 
of labour, apparently considers the uneven power of finance at different scales a 
contingent (and relatively unimportant) feature of capitalist development. For Smith 
(1990, 123), the key to uneven development is found in the changing basis of the 
centralisation and dispersal of productive capital across international, national and urban 
scales: òCertainly the spatial centralisation of money capital can be considerably enhanced 
by the centralisation of social capital as a whole, but in itself the spatial centralisation of 
money capital is of little significance.ó 
 But is this really the case? Smith refers to the accommodating function of finance. But 
in the 1970s, for instance, as overaccumulation became generalised and financial power 
was ascendant, it was precisely the spatial centralisation of money capital from petroleum 
consumers to the New York bank accounts of Arab rulers that represented the most 
proximate catalyst and facilitator for the flood of Petrodollars to the Third World (with all 
that that impli ed for the restructuring of the international division of labour and 
dependency relations of peripheral regions). After all, in contemporary times the main 
way in which spatially -centralised financial power is experienced is through the 
determination of na tional -level policies by the Washington, DC-based international 
financial institutions.  
 Smithõs thesis is useful in advancing the theory of the geographical expansion of trade 
and investment beyond the limits of Leninõs Imperialism and other period works.  But 
Smith possibly errs when addressing scale issues, especially at the national level, in 
concluding that point -of-production relations are definitive in a contemporary 
understanding of the nation -state.11 In contrast, de Brunhoff (1978, 61) draws the 
regulatory functions of both labour and money into the ambit of state policy:  
 
 Public management of labour-power contributes to the reproduction of its 

value, which is something required by capital, but not guaranteed by capital 
itself. As for the reproducti on of money as a general equivalent, this calls for 

                     

11. Smith (1990, 144) argues that the òhistorical stabilityó of the nation-state scale should be seen with respect 
to òpolitical control over the working class. As economically obsolete as it is, the nation-state remains highly 
functional politically.ó Harveyõs (1989b, 194) position is more measured: òThe nation-state, though seriously 
weakened as an autonomous power, nevertheless retains important powers of labour disciplining as well as 
of intervention in financial flows and markets, while becoming itself much more vulnerable to fiscal crisis 
and the discipline of international money.ó 
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state management of central bank money as the national currency lying 
òbetweenó private bank money and international money. The circuit M-C-
Mõ, which represents the valorisation of money capital, M, in circulation, 
cannot reproduce itself without these non -capitalist supports.  

 
Indeed while the nation -state ultimately acts to implement the workings of the law of 
value, such òpoliticaló functionality assumes vastly different forms under a system in 
which national accumulation is oriented to (domestic) production as opposed to 
(international) finance. Somewhere intermediate between national and international 
determinations, are super-regional currency blocs, such as those of the 1920s and 1930s, as 
well as what appear to be their 1990s revival in the form, initially, of hemispheric trade 
blocs. Just such variability ð whether in the past (such as the 1930s-60s reign of import -
substitution industrialisation), or, as Samir Amin (1990a) advocates, through the fut ure 
òdelinkingó of the Third World from global circuits of trade, investment and finance ð 
inspires the need for concrete investigations of the type that follows. Our beginning 
hypothesis is that while jumping scales to higher levels of determination occur s under 
conditions of ascendant financial power, the subsequent collapse of finance allows the 
issue of financial power to be broached, again, at lower levels. 
 It is important, therefore, to revisit de Brunhoffõs (1978, 40-43) typology of money 
according to three different scales: deposits in local banks, national currency, and 
international money. The dominant role of money during a particular stage of the 
accumulation process (whether accommodating, controlling, and/or speculative) and in 
different insti tutional settings, make a great deal of difference to the exercise of financial 
power at these various scales. At the lowest scale, the mobilisation of deposits in local 
banks was central to early capitalist development. In contrast, in tightly -concentrated 
national banking systems characterised by high levels of financial power, local 
differentiation of scale can be washed away. Moreover, under certain institutional 
circumstances that tend to exist at the national scale, and during times when the tendency 
to overaccumulation is muted (such as the mid 1940s-60s in most of the world), nation -
state level policies emerge whereby control over financial power is quite feasible (a 
situation often described as òfinancial repressionó) (Burkett, 1987). Indeed there are many 
historical examples of the repression of finance (and likewise financial power) by those 
states which are temporarily prejudiced by the dictates of national productive capital, or 
which are influenced, electorally, by populist sentiments.  
 From the standpoints of monetary policy and financial regulatory policy, the issue of 
scale returns again and again. All of the levers which concretise the uses and limits of 
financial power can, at times, be subsumed by the power of the nation-state (however that 
may be constituted at different stages) ð and yet at other times, when applied by the IMF 
or World Bank from above (or from below, by financiers within the nation -state) they 
overwhelm state bureaucrats. Are these different power relations reflective of c hanging 
aspects of the necessary functions of money management in the reproduction of 
capitalism as an international system, or are they contingent? A sensitivity to scale is 
crucial to working out the modalities of financial power, as the geopolitics of i nternational 
financial power demonstrate.  
 A starting hypothesis is that uneven hierarchies of scale are exacerbated during times of 
financial ascendance, at the same time unevenness in sectoral and spatial patterns of 
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development is being generated. While the national scale of capitalist development 
usually occupies financial economists to the neglect of the sub-national, it is the 
international scale of financial power which, since the late 1970s, turns the heads and 
quickens the pulse of analysts and practitioners alike. Enormous evidence has 
accumulated over the past couple of decades to support the vivid claim of Hillel Tickten 
(1986, 37), that international financiers òhave knowledge, global forms of action and speed 
on their side. Against them social democracy appears as clumsy peasants attached to one 
nation and with the horizon of village idiots.ó The power of international money over 
development strategies at the national scale is today reflected across the Third World, as 
well as in many advanced capitalist countries.  
 Sub-nationally, the ramifications of international financial power are increasingly 
evident. For smaller, home-bound manufacturing industries not well -located near air or 
shipping lanes to serve global markets, the fluctuating interest rates and national currency 
values dictated from Washington, DC, New York, London, Tokyo, Frankfurt and other 
sites of international financial control can be debilitating. The size of the national market, 
which was typically the key consideration in the expansion and contraction of production, 
has given way to trade liberalisation enforced by the major financial institutions. Not just 
nation-states, but cities and regions are also increasingly caught up in the vortex of the 
international law of value, as more direct ð often municipal -level ð strategies of 
restructuring production and reproduction are brought into play, often at the behest of 
global financiers and aid agencies. In effect, the nation-state gives way to the city as a new 
unit of analysis, imp lementation and control, and as a means of enhancing the 
international competitiveness of production, via structural adjustment policies (Urban 
Institute, 1990; World Bank, 1991). 
 There are plenty of other aspects of the determination of scale not by productive 
relations, but by financial power. Uneven development of the built environment at the 
urban scale, for example, intensifies principally because the land rent structure becomes 
one in a set of portfolio options for financiers. òRent,ó Harvey (1982, 396) explains, òis 
assimilated as a form of interest identified specifically with locational attributes.ó Here 
Smith (1990, 148) too is back on firmer ground (even if capitalism is not), in arguing that 
òTo the extent that ground rent becomes an expression of the interest rate with the 
historical development of capital, the ground rent structure is tied to the determination of 
value in the system as a whole.ó Rent as an integrative lever ð in this case, a means of 
universalising capitalist space relations ð is hence integrated into the broader capitalist 
economy by another lever of financial power, interest. The rate of interest in turn reflects a 
combination of factors, of which the most important are the demand for money and the 
concomitant balance of power relations between creditors and debtors of various sorts. 
 It is at this stage that Harvey (1982, 396) asserts the òhegemonic roleó of finance: 
 
 The power of money capital is continuously exerted over all facets of 

production and realisation at the same time as spatial allocations are 
brought within its orbit. The credit system affects land and property 
markets and the circulation of state debt. Pressure is thereby brought to 
bear on landowners, developers, buildings, the state and users. The 
formation of  fictitious capital, furthermore, permits interest -bearing money 
capital to flow on a continuous basis in relation to the daily use of fixed, 
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long-lived and immobile use values. The titles to such revenues can even 
circulate on the world market though the assets themselves are immobile.12 

 
Harvey shows how the exercise of financial power includes the vision to monitor the 
markets in various types of financial capital ð land, shares, debt instruments ð so as to 
receive òelaborate signals for investment and disinvestment from one place to another... 
The effect is to reduce time and space to a common socially determined metric ð the rate 
of interest, itself a representation of value in motion.ó Moreover, financial power imparts 
the capacity to avoid òone-shot devaluationsó through their socialisation, and the strength 
to occasionally absorb localised devaluations. 
 It appears, now, that at its peak financial power ð specifically the interest rate which 
becomes the main weapon in the battle between productive and financial circuits ð has 
the capacity to level differences of scale altogether. As Dick Bryan (1995, 41) insists, òthe 
money form of capital most readily converts distinct and spatially diverse activities into a 
common unit of measurementó which in turn means that financial power can assert òthe 
primacy of an internationally -determined rate of return on economic activity... This 
calculation therefore operates as a limiting factor ð dictating what class relations and what 
industrial organisation are not sust ainable, and specifying the criterion to which they 
must adapt.ó But contradictions are manifest, particularly in relating financial capital to 
surplus value extraction, and this means that, returning to Grossmann, the levelling 
process could as well represent a tendency to breakdown, not to renewed accumulation. 
 
Conclusion: An investigation into finance and uneven development in Zimbabwe  
 
Our theoretical overview has established the hypothesis that in the context of 
overaccumulation crisis, the rise of finance intensifies the amplitude of uneven geographical 
and sectoral development at crucial moments, accompanying a shift in the role of finance 
from accommodation towards speculation and control. And indeed, as shown throughout 
the book, this seems to occur at a variety of scales. Conversely, when finance experiences 
conclusive devaluation, this can be the signal for a revived accumulation process that is 
locally -determined, more proportional and tightly -articulated between sectors, and 
better-balanced geographically.  
 It remains next to begin to test these many concepts in Zimbabwe, prior to returning 
in the bookõs conclusion to review the relevance of theory to reality, and the implications 
for adjusting the theory and for testing it further through politi cal struggle. Part Two 
begins in the next chapter with a rapid review of early economic trends in colonial 
Southern Rhodesia, from the speculative 1890s to the overaccumulation crisis of the late 
1920s. Chapters Three and Four take the story into the next cycle of accumulation, from 
the 1930s through the early 1960s, describing how the financial system evolved (to the 
point of near -ruinous speculation) and how urban and rural unevenness was generated 
along the way. Chapter Five considers the inexorable process of accumulation and 
overaccumulation from the boom of the late 1960s and early 1970s to severe crisis during 
the late 1970s. 
 In the Third Part, the post -independence record of financial speculation and uneven 

                     

12. Paper representations of equities, other securities, real estate, etc., are termed òfictitious capital.ó 
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development is examined. A discussion of the continuities between Rhodesian capitalism 
and Zimbabwean òsocialismó and nationalism in Chapter Six sets the stage for detailed 
surveys of bureaucratic state support for financial capital and comprador class-formation in 
Chapter Seven, speculation in shares and real estate in Chapter Eight, housing and 
agricultural finance in Chapters Nine and Ten, and precursors to, and introduction of, 
structural adjustment in Chapters Eleven and Twelve, respectively.  
 In Part Four, Chapter Thirteen brings together the experiences of a century of 
financial capitalism in Zimbabwe and assesses the theory we have just explored. It 
reiterates why the durable processes associated with capitalist crisis and the rise and fall 
of finance ensure that Zimbabwe will continue to ex perience terribly uneven 
development (when there is any development at all) ð until the point at which resistance 
by a mass movement of poor and working people overwhelms the contradiction -ridden 
power of financial capital, and of capitalism itself.  
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 CHAPTER TWO  
 
 FINANCE AND  
 IMPERIAL ACCUMULATION  
 
 
 
 
 
Introduction  
 
From 1890 through the 1930s, Southern Rhodesiaõs white settlers gradually took 
responsibility for ruling the colony from its founder, Cecil Rhodesõ British South Africa 
Company. During these years, the colony experienced several dramatic shifts in political -
economic character. Although driven by much larger forces, these shifts were perhaps 
best reflected in the fits and starts through which mines, farms and industry suffered and 
prospered. All the while, the dynamic of change was resisted in various ways by African 
peasants and proletarians whose land and labour were expropriated in qualitatively 
greater degrees. 
 In short, uneven development emerged as a systematic though continually evolving 
characteristic of the local economy. All of this is well -known. What is less understood, 
however, is the systematic influence upon capital accumulation of financial flows, of the 
political power of finance, and subsequently of financial vulnerability.  
 In this chapter I seek to outline the most important confluences of finance and uneven 
development in the early imperial evolution of Southern R hodesiaõs colonial-capitalist 
economy. There are several stages worth considering. The arrival of settler colonialism 
with the Pioneer Column of 1890, for example, depended upon mineral extraction. But the  
subjugation of mining to financial speculation dur ing the 1890s forced the colonyõs rulers 
to introduce an agricultural bourgeoisie and to broaden the rest of the economy over the 
next three decades. 
 Notwithstanding the diversity of experiences over this stretch of early colonial 
history, the outcomes are comprehensible in theoretical, not merely contingent, terms. Of 
profound importance was the way in which control of space passed from merchants, 
miners and farmers into the hands of foreign capital, landed speculators and financiers. 
At the global scale, flows of finance ratified and often aggravated the various local 
processes. 
 Indeed this chapter first situates local political economy within the contradictions of 
global accumulation. In the process we are confronted with the regional (Southern 
African)  geographical reach of financial power (1880s-1890s). But the subsequent impact 
of financial crisis on the economy was unmistakable (1898-1910s). We move then to a 
period of more balanced capital accumulation (1910s-20s) which, however, culminated in 
a serious overaccumulation crisis (late 1920s). Finally we consider the evolving role of the 
banks and the currency system in the economy, before concluding with some theoretical 
observations about finance and imperial accumulation.  
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Primitive imperial accumula tion  
 
Rhodes, it is sometimes argued, had primarily geopolitical purposes in mind when, acting 
for the British government, he authorised the 1890 British South Africa Company (BSAC) 
invasion of what is now Zimbabwe:  òIf we get Mashonaland,ó he told associates, òwe 
shall get the balance of Africa.ó The chartering of the BSAC was no historical accident 
occasioned merely by the notorious Rudd Concession which Rhodes obtained deceitfully 
from the Ndebele king Lobengula. It represented a structural switch from i nformal 
control of trade, to trade with rule. British imperialists assumed that competition for 
control of Africa would continue beyond the 1885 Berlin conference which partitioned 
Africa, and that only the chartering of private companies like the BSAC ð òimperialism on 
the cheapó ð would ensure geographical dominance over the interior of the continent in 
the face of hostile German, Portuguese, and Boer forces. Such a strategy was critical, they 
posited, to the protection of even the Nile Valley, which in t urn represented the life-line to 
the prize of India (Loney, 1975, 31-32). 
 But there was, as well, an economic dynamic underway in Britain (and much of 
Europe) ð beyond the never-ending search for gold ð which undergirded Rhodesõ 
conquests: chronic overaccumulation of capital, especially in the London financial 
markets, combined with social unrest. This dynamic fit, broadly speaking, the general 
thesis of financial control and capital -export advanced by, among others, Hobson, 
Hilferding and Lenin. Lenin (19 86, 75) illustrated Imperialism with a quote Rhodes uttered 
in 1895: 
 
 In order to save the 40,000,000 inhabitants of the United Kingdom from a 

bloody civil war, we colonial statesmen must acquire new lands to settle the 
surplus population, to provide new markets for the goods produced in the 
factories and mines. The Empire, as I have always said, is a bread and butter 
question. If you want to avoid civil war, you must become imperialists.  

 
The settlement of Southern Rhodesia was undertaken with even more vigour than was 
the case in South Africa and other British colonies. All-encompassing racial domination 
was part and parcel of the widescale imposition of capital -labour relations upon what 
Arnold Sibanda (1985, 16) argues was an indigenous òpetty commodity mode of 
productionó whose earlier contact with international capitalism was mainly mediated by 
Portuguese merchants.13 
 A telling incident involved Rhodesõ top lieutenant in June 1893, and led directly to the 
                     

13. Sibandaõs argument departs from other researchersõ theoretical notions of pre-capitalist social formation 
in Africa, including mod es of production labelled, variously, communal, traditional, lineage, Asiatic, African,  
or undynamic caste system. Assuming that Sibanda is correct, within the broader theory of uneven 
development an òarticulation of modes of productionó perspective sensitive to different (sectoral and 
geographical) circuits of capital is, hence, at least partially appropriate for understanding these early 
superexploitative processes, especially in the development of mining and agriculture in Southern Rhodesia 
as well as labour migration processes involving the South African mines. However, this book is not aimed at 
resolving such controversies. For more information on pre -colonial economy in what is now Zimbabwe, see 
also Rennie (1973), Cobbing (1976), Mtetwa (1976), Beach (1977, 1994), Kosmin (1977), Bhila (1982), and Iliffe 
(1990). 
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first Ndebele massacres. When Lobengula harassed a Shona chief near Fort Victoria (now 
Masvingo), Starr Jameson argued for a forceful response: òThe serious part is that every 
native has deserted from the mines and farms... There is no danger to whites but unless 
some shooting is done, I think it will be difficult to get labour even after they [Lobengulaõs 
men] have all goneó (Ranger, 1985, 93). Much shooting was indeed done by the BSACõs 
Maxim machine guns, as 1,000 Ndebele troops were killed in two major battles which led 
to Lobengulaõs defeat. The need for systematic labour control was clear to Jameson and 
the BSAC from the start, even if it took foreign financiers several more years to fully 
understand its importance.  
 Ironically, though, the BSAC overestimation of the regionõs gold reserves was, in the 
words of the countryõs first Marxist historiographer, Giovanni Arrighi (1973a, 336), òthe 
most important single element determining the nature of economic and political 
development,ó14 for it involved enormous sunk costs by the company in infrastructure  
(especially a railroad) and land. Once the mistake was realised in 1894, Rhodes resorted to 
rampant looting, and ordered the conquered people of Matabeleland and Mashonaland to 
surrender as many as 200,000 cattle outright, to pay taxes (in the form of crops, cattle and 
goats), and to submit to forced labour. So extreme were these measures, and so 
overextended was the BSAC in the failed 1895 Jameson Raid on Johannesburg (conducted 
by the BSAC police), that Ndebele and Shona clans engaged in armed uprisings 
(respectively, òumvukelaó and òzvimurengaó) which dragged on for more than a year 
before finally being extinguished (Ranger, 1967; Phimister, 1988a). 
 Such circumstances created for the BSAC both a long-term commitment to full 
exploitation of the area and a desire, successfully fulfilled beginning with the òwhite 
agricultural policyó from 1908-14, to recoup some return on its investments through the 
encouragement of white immigration and the development of a rural settler bourgeoisie. 
Recruitment offices were set up in London, Glasgow and South Africa. It was only, 
however, in the 1920s that settler farming became commercially successful, having 
previously been undercut by African competition (Stoneman, 1982, 277; Leys, 1959). 
 
The financial basis for uneven regional development 
 
The uneven direction and tempo of accumulation during this imperial era was 
profoundly influenced by the power of finance. The huge detour in the form of capitalist 
development orchestrated by the BSAC would not have transpired in qu ite this way were 
it not for the capacity of financiers ð the London-oriented South African banks and stock 
exchange speculators ð to segment the emerging geographical landscape of Southern 
Africa.  
 In what is now South Africa, for example, in the spirited  battle over turf waged by 

                     

14. The primacy of gold exploration (and its subsequent failure to realise returns for speculative London 
investors) in the development of capitalism in Southern Rhodesia is disputed by Sibanda, who places greater 
emphasis on the imposition of capital -labour relations (not an historical accident or miscalculation). It was 
not, he alleges, the failure of gold mining, but on the contrary its later success (in 1910) following the 
adoption of measures geared to disciplining labour, that indelibly stamped capitalist relations upon the 
territory and opened the door for settlers and for extensive penetration of foreign capital. Phimisterõs (1988a, 
Chapter One) subsequent interpretation ð that labour disci pline stemmed from the pressure imposed, in the 
final analysis, by international financial markets ð may in fact reconcile the positions. 
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British imperial capital against Afrikaner farmers and the Transvaal Republic in the 1880s 
and 1890s, bankers were on the front line, and won convincingly only with the takeover 
of President Krugerõs National Bank during the Boer War (1899-1902). Lenders had 
infused small mining companies and farmers with excessive amounts of credit, which 
were then just as rapidly withdrawn during periodic overproduction crises, leading to 
waves of bankruptcies and an intense centralisation of mining production and land 
holdings. Keegan (1986, 44,97) reports that in the Orange Free State (southwest of the 
Transvaal) òa chain of debt leading to the wholesalers was the basis of agrarian exchange 
relationships... The grip of mortgage capital was an irksome burden, and farmers were 
deeply conscious of the greatly unequal exchange relations that their own dependence on 
the credit of others imposed.ó 
 Afrikaner nationalism was born of resistance to the power bloc comprising of 
English-based financial and mining capital and the Cape government. This political and 
sometimes military struggle was an important impetus for Rhodesõ northward thrust to 
Southern Rhodesia, which skirted the then Boer-controlled Transvaal. As was the case in 
earlier periods through out the Cape, Natal and the Afrikaner republics, it was the Cape 
Town-based Standard Chartered Bank ð originally founded with London capital in 1860 ð 
that was most important in the geographical extension of financial power, earning it the 
moniker ògigantic devil-fishó by a resentful Broederbond, which in turn led Standard to 
drop òBritishó from its name in 1883 (Schumann, 1938; Gilliomee, 1989; Mabin, 1989). 
 The close meshing of Standard with Rhodesõ empire served the bank both because by 
1900 it held deposits in Southern Rhodesia of £2.5 million against advances of just 
£250,000 (Standard attributed this imbalance to the difficulty of assessing underlying 
values of land and mines), and because it controlled nearly all local gold assaying and 
purchasing. Rhodesõ close personal friendship with Standardõs general manager, Lewis 
Michell, was one reason the bank opened its first branch in Salisbury just five months 
after the construction of a telegraph line in 1892. This offered the BSAC two crucial 
services: an acceptable currency supply to replace the BSACõs cheques (until then the chief 
medium of exchange); and local bank accounts which enabled money to be promptly 
transferred and thus òhelped to put an end to the prevailing system of easy creditó 
(Standard Bank, 1967, 20). Indeed, according to one report (Irvine, 1957), òA feature of the 
early days of banking in the Rhodesias was a drastic scarcity of ready cash. So bad was 
the position that an extensive and vicious credit system quickly grew, accelerated by the 
scarcity of goods and heavy transport costs.ó 
 The other influence wrought by financial power was the easy availability of foreign 
portfolio funding for local stock markets, which stemmed from a lengthy international 
economic depression, chronic excess financial liquidity (a symptom of general 
overaccumulation), and the global hegemony enjoyed by City of London financiers. 
Surplus capital was still concentrated in the London stock market in the early 1890s 
(Anderson, 1987), and flowed easily to the high-profile, well -tested initiatives of Rhodes. 
 This was a period, Ian Phimister (1992, 7) contends, of increasing geopolitical 
turbulence across Africa emanating from òcapitalismõs uneven development during the 
last third of the nineteenth century, particul arly the City of Londonõs crucial role in 
mediating the development of a world economic system.ó As Britain faced industrial 
decline during the 1870s in both absolute and relative terms, manufacturers unable to 
compete in European markets joined ascendant London financial and commercial 
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interests in promoting Free Trade philosophy (in contrast to the protectionism of other 
Europeans and the United States). Cain and Hopkins (1980, 484-485) report that as 
London financial power increased, and as the prospects for domestic tariff protection 
waned, òindustrial interests in Britain shifted, around 1880, into decisive support for the 
acquisition of new markets in Asia and Africa.ó Indeed it is here, and in a parallel crisis of 
French merchant capital in West Afric a, that Phimister locates the well-spring of the 
òScramble for Africaó which had such an important role in the regionõs subsequent 
development. 
 No matter how Africa was partitioned, the funding flows that fuelled Rhodesõ 
adventures also reflected the last great speculative financial splurge of the 1870s-1890s 
global economic crisis. Some 35% of all nation-states had overborrowed during the 1870s 
and were in default by 1880. This figure dropped to 10% by 1890 thanks to British 
international financial coordi nation, and the 1890s were characterised by unprecedented 
numbers of debt settlements on defaulted foreign bonds. Nevertheless speculative surges 
continued during the decade, since the conditions for a new round of accumulation were 
not yet in place in most of the world. As a result, the percentage of nation-states in default 
rose again to 20% in the late 1890s (Suter, 1992, 64,87,90). 
 It was in this global context that the City of London witnessed a òcombination of 
sentiment, patriotism and opportunities for gain,ó as economic historian Sally Herbert 
Frankel (1938, 20) put it. òOnly against such a background can the almost incredible 
financial exploits of a Rhodes be understood, or the spasmodic, and at times exaggerated, 
bursts of capital investment which  created the mineral industries of Africa be explained.ó 
The London capital investment in hundreds of mining and development company shares 
during this early period of speculation fundamentally altered the course of Southern 
Rhodesiaõs development. 
 Thus Charles van Onselen (1976, 14) concludes that òthe history of the mining 
industry between 1890 and 1903 is a story of the fluctuating fortunes of speculative 
capital.ó And drawing on accounts which note the appearance of an òenormous bladder 
unduly inflated  and suddenly pricked,ó Phimister (1988a) surmises that anxious BSAC 
overseas investorsõ share price considerations were the basis for gross fraud, 
manipulation of the financial press, a smear campaign against Winston Churchill (whose 
mining experts were appropriately dubious about prospects), and, in part, the 1893 war 
against the Ndebele. Rhodesõ DeBeers diamond company in South Africa assisted with 
bailout loans to the BSAC. Soon a Bulawayo stock market was established, became closely 
linked to Johannesburg, and itself promptly registered an astonishing £15 million worth 
of shares in 1894-1895. 
 
Financial devaluation and geographical restructuring  
 
The frantic pace could not be sustained, particularly in view of the speculative ebb and 
flow of capital and  the concurrent geopolitical tensions emanating from South Africa. In 
1898, comments Phimister (1988a, 20-21), 
 
 the flow of investment capital evaporated along with the value of Rhodesian 

mining and development company shares. This collapse of the speculative 
bubble forced the BSAC to try, much more seriously this time, to foster 
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genuine mining activity. In short, the time had come to curb what critics 
had slated as òtrading upon the unknown, this traffic in fairy tales, this 
capitalization of dreams.ó The new situation was to be one in which the 
large capitalist òshould be encouraged, but only as a mining and industrial 
factor, not as a speculator pure and simple.ó 

 
The Anglo-Boer War (1899-1902) dashed any further short-range speculative dreams, 
notwithst anding a major railroad investment programme financed mainly by foreign 
bonds in the late 1890s. In 1903, in Arrighiõs (1973a, 184) words, òThe subordination of 
production to speculation ceased, and efforts were directed at reducing costs in order to 
enhance the profitability of those enterprises which had survived the crisis.ó According to 
the Standard Chartered Bankõs Sir Lewis Michell, the share markets were òin no mood to 
absorb fresh issues of speculative capitaló at that stage, mainly because the BSAC had not 
yet, after years of vigorous repression, secured a guaranteed cheap labour force for 
mining (Phimister, 1988a, 46). This state of affairs took some decades to remedy. 
 In retrospect, the role of finance had been decisive. Between 1891 and 1904, the 
London and Bulawayo stock listings of companies in the new territory accounted for the 
immense sum of £44.5 million, and cash investments were at least £10 million (Frankel, 
1938, 150-157). The early rush of capital made an indelible impact, because by rapidly 
broaching the limits of financial speculation, the BSAC was forced to make a more 
decisive commitment to African proletarianisation. Arrighi (1973b, 180 -184) uses just this 
experience to refute the equilibrium labour market model of neo -classical economists, 
especially in explaining why African wages rose from 1893 to 1903 and were then 
stagnant until the 1940s: òThe reason cannot be sought in the operation of market forces. 
The different behaviour of African wages before and after 1903 must instead be traced to 
the structural changes that occurred in the Rhodesian capitalist sector during the 1903-04 
crisis.ó 
 Finance also forced the gradual geographical reorganisation of the territory, as a 
result of efforts to gain a return on land titles which had  failed in their previous role as 
speculative investment paper. Indeed, in a sea-change that lasted the next few decades, 
the emphasis of capital accumulation shifted from pure mining extraction to a 
combination of mining and agriculture. The BSAC transfor med the territoryõs geography 
in order to make good the sunken rail and land investments, mainly through marketing 
cut-rate land to settlers (Ndlela, 1980, 27; Palmer, 1977a, 1977b). 
 As a consequence, development or mining company shares were either wiped off the 
map to reflect their failure, or devalued and transformed into a longer -term commitment 
to undergird land titles with cash crop production. This was not easy, because while the 
excessive flows of finance into Southern Rhodesia paved the way for this devaluation, the 
equally intemperate ebb tide of finance generally hindered the spatial expansion of 
capitalism into rural areas. Given the fortunes lost on land speculation, financiers like 
Standard Chartered Bank were so reluctant to pour medium - and long-term capital into 
agricultural credit that a Land Bank had to be established in 1912. 
 
Uneven shifts in accumulation  
 
In its first encounter with Southern Rhodesia, international financial power thus helped to 
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establish a terribly uneven form of sectoral and spatial development. But the 
concentration of resources enjoyed by the BSAC subsequently made possible, at least 
temporarily, a more sustained process of capital accumulation. Establishing the sufficient 
conditions for broad -based accumulation ð particularly an appropriate local class 
structure undergirded by cheap labour supplies and an imported agricultural bourgeoisie 
ð was a responsibility the BSAC possessed through administrative rights over the region 
granted by the British government from 189 0 to 1923. 
 The BSAC exercised substantial control over not only the gold and coal mines and 
railways, but also over citrus plantations, timber, some banking and insurance, and vast 
amounts of land. As the regional economy began picking up again, other major South 
African and British companies eventually followed, and became involved in asbestos, 
chrome, tobacco and land speculation. In 1909, for example, what is now Lonrho was 
founded as the London and Rhodesia Mining and Land Company.  
 It is important to note that unlike in other African settings where foreign capital 
exploited and extracted resources and then moved on, the existence of a substantial 
agricultural bourgeoisie in Southern Rhodesia infused a decidedly ònationaló character. 
By 1902, three quarters of prime agricultural land was expropriated by whites. It was by 
no means virgin land. To one report that the territoryõs half million Africans harvested 
over 600,000 acres of crops, Rhodes commented, òit shows what an important asset the 
native isó (Phimister, 1975, 258). 
 Yet the agricultural settler -bourgeoisie simultaneously discovered the need for an 
internal consumer market (whether settler or African) for the increasing farm produce. 
This was one reason for an early industrialisation effort, whi ch was unsuccessful because 
it conflicted with the short -run needs of the BSAC and foreign capital generally for 
sustained cheap labour supplies. òThis represents the inconsistency inherent in the 
relations between international and national capitalism in pre-World War II Rhodesia,ó 
argues Arrighi (1973a, 341). òThe speculative interests [ie, landholdings] of the former 
implied the expansion of the latter, but such an expansion might have threatened its more 
important productive interests.ó And still another source of conflict was the differential 
level of concentration in sectors controlled by (competitive) national capital and 
(relatively monopolistic) foreign capital. Such uneven sectoral development would haunt 
the colony well into the future.  
 One overriding concern shared by the emerging national bourgeoisie and foreign 
capital was expanding the supply of low -cost labour. To this end, the initial rise in African 
wages from 1893-1903 was òsolvedó by Native Commissionersõ intensified coercion of 
Africans into labour markets, through various well -known methods. It was here that 
financial power was asserted at the microeconomic scale, since once mine workers were 
installed in compounds, a well -tested means of keeping them there was debt peonage to 
the mine store, even for such basic items as food and clothing. Van Onselen (1976, 
162,164-166) explains: 
 
 Rhodesian mine owners and their commercial allies were quick to recognise 

and exploit this weakness: through extending credit to increasingly 
deprived black w orkers, they found the means to lengthen the labour cycle 
and enhance the process of proletarianisation. Peasants who had specifically 
left the rural areas with the purpose of earning cash found themselves 
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trapped by the credit system in its various guises and were described as 
òdemoralised.ó Workers from Nyasaland ensnared in the web of debt of the 
Rhodesian compounds spoke of their deep shame in going home without 
cash or goods for their kin. In some respects at least, the credit system as 
much as the compounds themselves were responsible for the passivity, 
frustration and despair of the workers.... As the cost of living rose and real 
wages declined, so the credit system spread throughout the compounds. So 
pervasive was the black workersõ need for credit that their books of òwork 
ticketsó were printed with a special provision made for a space into which 
credit transactions were entered by the mine store. In many cases workers 
pledged their entire wages against the credit thus provided. 15 

 
As such financial controls were generalised as part of an overwhelmingly repressive 
compound system, African labour became relatively pliable and in good supply, and by 
1922 wages were lower than in 1904. As a side effect of measures such as cattle-dipping 
and grazing fees, African peasant food production declined drastically. In sum, African 
labour markets went from discretionary to necessary as the BSAC expanded and a variety 
of other economic interests emerged. Arrighi (1973b, 183-214) argues that the dichotomy 
of development and underdevelopment which permeated settler/African relations òwas 
less an ôoriginal state,õ progressively reduced by market forces, than it was the outcome of 
the development of capitalism itself.ó Similarly, Frankelõs (1938, 14) exhaustive study of 
òinvestment and monoculturesó led him to conclude that òthere are limits to the extent to 
which it is possible to hasten returns to capital already invested. For the attempts to do so 
are likely to lead, directly or indirectly, to those systems of producti on which involve a 
large measure of direct or indirect compulsion.ó 
 The use of compulsion to draw out greater supplies of wage labour was unchecked 
either by the brief rise of militant white (racist) trade unions from around 1920, or the 
formal 1923 transfer of political power from the BSAC to a new Southern Rhodesian state 
representing 35,000 whites. òSelf-governing statusó was perceived to be in the interests of 
most whites, given the fact that a variety of groups registered periodic conflicts with 
BSAC rule: small miners, over royalty rights; white unions and labour, over wages; settler 
farmers, over their need to block African competition; the church, over social and political 
relations; and, within the BSAC, British and South African investors had diff erent 
interests (the former received no dividends, while the latter desired a long -term, pro-
settler policy) (Clarke, 1980a). 
 As a result, the tentative import substitution programme originally spurred by World 
War I continued well into the 1920s, as self-government matured. Manufacturing 
contributed an impressive 13% of Rhodesiaõs gross national product by 1926, mainly in 
                     

15. A comparable ð but much more resistance-oriented ð process was underway in South Africa, involving a 
struggle over the form which money ultimately took. Breckenridge (1992, 14) reports that gold was a form of 
wage payment that accounted for as much as 20% of the output, as migrants (especially from Mozambique) 
encountered the problem of paper money depreciation and contested currency exchange rates, not to 
mention the unfamiliarity of paper in rural home areas. Savings systems sprang up in the mines in part to 
òdisrupt the binary exchange of labour between African migrants and white capitalists. Saving societies, like 
other forms of migrant organisation, were expressions of collective solidarity and mutual interest... Unlike 
other popular forms of worker association, the savings societies confronted the symbolic core of industrial 
and financial capitalism directly and sought to recast it on the collectivist terms of migrancy.ó 
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the form of the railroad yard. Small firms engaged in subsidiary industries and 
production of rudimentary products for the local black consumer market (Wield, 1980). 
 But this strategy had its limits, as Africans ð even those wage earners who attempted 
in 1927 to strike at the Shamva mines or, unsuccessfully, to organise a wing of the South 
African -based International Commercial Workersõ Union, or who aimed for cooperation 
with white trade unionists in the late 1920s ð remained mainly òappendages of the 
peasantryó with no prospects for petty bourgeoisification (except through collaboration), 
according to Arrighi (1973a, 349). The African labour force participation rate had 
increased from a stable 20% in the 1910s to 35% by 1926, a boon for settler agriculture. But 
it was not a boon for the peasantry, since it reflected their increasing deterioration as both 
subsistence and cash crop producers during the 1920s (with one-third less crop output 
over the period), which in turn contributed to insufficient buying power and ultimately 
the Great Depression itself. 
 By the late 1920s settler farming also began exhibiting classic capitalist crisis 
tendencies. As Murray (1970, 67) recounts, òThe local market was becoming too small to 
absorb local produce. What was true first of cattle and maize came in the course of the 
1920s to apply to other commodities: more was being produced than could be consumed 
locally. The producers of each commodity in turn were faced with over -production and 
sought means of maintaining prices through an extension in the administration system for  
agriculture.ó Overaccumulation of agricultural capital led to the introduction not only of 
various state-capitalist functions, but of marketing cooperatives and consumer 
associations which, over time, came to play a powerful role in linking white farming elites 
to the political process. 
 At this stage, recently-settled white wage earners and a nascent professional and 
commercial petty bourgeoisie moved into alliance with the settler farmers, the latter 
including many inexperienced immigrants who faced severe difficulties surviving hostile 
marketing conditions throughout the 1920s. While the Land Bank was a feasible state 
intervention, there was still neither the heart nor the muscle in the young Southern 
Rhodesian government to regulate seemingly omnipotent foreign capital (the failed effort 
in 1926 to control the BSAC-run railways was on e key example). A deep economic crisis 
would bring matters to a head, and lead to a change of government during the Great 
Depression. 
 
Overaccumulation, overindebtedness and the Depression 
 
After economic growth peaked in 1927, there appeared a very serious case of 
overaccumulation of capital in Southern Rhodesiaõs agro-mineral economy, reaching 
crisis point just before the climax of the global accumulation cycle in the late 1920s. In 
agriculture, and throughout the economy, growth was simply too rapid to s ustain on the 
basis of available markets. National income had soared, in real terms, 20% in 1926 and 
another 13% in 1927, before stagnation set in (Barber, 1961, 104). As the Great Depression 
dawned, railway revenue was soon cut in half, and mining lost ev en greater proportions 
of markets. And notwithstanding earlier marketing and cooperative schemes, 
overproduction remained a problem in agriculture. According to Murray (1970, 78,81,83),  
 
 When tobacco farmers had produced 23 million pounds of tobacco in 1928 and 
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no market could be found for 10 million pounds of this, a large part of the 
farming industry was only saved by the Government contributing an 
estimated £500,000 million (with an annual budget of £2.1 million)... By 1933 
the economic circumstances of the Mashonaland maize and tobacco farmers 
had brought about major changes in the agricultural sector. The 
government had been forced to widen the scope of its activities by 
intervening to save tobacco farmers from bankruptcy and to prevent a 
similar fate overcoming the maize farmers... The slump in 1928 had driven 
out three-quarters of the tobacco growers, and in the ensuing five years the 
market had been able to absorb all that was produced, but in 1933 it was 
foreseen that another boom in tobacco growing was on the way, and as a 
result a further catastrophe was avoidable only through controls over 
production.  

 
Extraordinary agricultural devaluation was partially mediated by the government, and 
included further repression of the peasantry. Cattle exports d eclined from £340,000 in 
1930 to £49,000 in 1931, land speculation collapsed, and there was a 30% cut-back in 
agricultural production nearly across the board. The Southern Rhodesian economy as a 
whole was facing devaluation of a third at that point. òThe railway system, the 
merchanting and retailing organisation, the banks, could all handle a much greater 
volume of trade than they can get,ó commented one official report: òThe country is in the 
position of a firm with heavy overhead expenses and an inadequate turn-over.ó16 This, 
Frankel judged 1938, 250-57), is òan analogy which can indeed be applied to most 
territories throughout Africa.ó 
 The analogy is even clearer if the firm is also externally overindebted, which was the 
case for countries throughout the world economy, and especially at the periphery, by the 
late 1920s and early 1930s. Then ð as in the 1890s and 1980s-90s ð the tendency of 
overaccumulated finance to guide geographical and sectoral development became most 
intense, as much of Africa learned to its regret. For Southern Rhodesia, the situation was 
never as dire as it was elsewhere. Foreign debt to the public sector began accruing shortly 
after self-governing status was achieved. Considered a high risk in the mid  1920s, the new 
state issued £4 million in official bonds paying 5.0% interest on £4 million, in comparison 
to the 4.84% (on £64 million) that sub-Saharan Africa paid as a whole on outstanding 
foreign debt in 1925. By 1932, however, the Southern Rhodesian rate had diminished to 
4.83% (on £5.7 million) as opposed to 4.85% (on £96 million) for Africa; and by 1935 
Southern Rhodesia warranted an impressive 3.85% rate on stock issues of £8 million, the 
lowest on the continent and far below the average of 4.72% (for £99 million) and even 
South Africaõs 3.91%. 
 On the one hand, the external debt of the continent rose 56% from 1925 to 1935, while 
Southern Rhodesiaõs had doubled. Yet on the other, Southern Rhodesia serviced the 
relatively low -interest bonds without excessive pain, thanks to the high gold price in 
relation to domestic currency after 1931. External debt as a percentage of export earnings 
remained under 10%. In contrast, in Kenya the debt servicing ratio soared from 12% in 

                     

16. Professor Henry Clayõs 1930 Report on Industrial Relations in Southern Rhodesia, C.S.R. 3-1930, cited in 
Frankel (1938, 243). 
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1927 to 54% in 1934; in the Belgian Congo, the ratio exploded from 8% in 1927 to 45% in 
1933. Nigeria and Tanganyika were similarly affected. Across the African continent, 
repayment problems were aggravated by a shattering 55% decline in the value of exports. 
Exports declined from £179 million in 1929 to £117 million i n 1931, which was barely 
above the nominal 1913 value (Frankel, 1938, 173-193). 
 Southern Rhodesiaõs own exports rose to Ã6.6 million in 1929, then crashed by 50% 
two years later. A minor trade deficit in the late 1920s was thus replaced by a draconian 
enforced cut in imports (from £7 million in 1928 to £3.1 million in 1932). The devaluation 
was largely accomplished, and following the sterling area decision to go off the gold 
standard, Southern Rhodesian gold exports picked up. Total mineral exports increased 
from a low of £3.1 million in 1931 (the same as the nominal 1913 value) to £3.9 million the 
next year, and £6.5 million by 1935; gold accounted for some 80% of mining and 66% of 
total exports in 1933.17 High profitability in the mining industry permitted  imposition of a 
special tax in 1940, although, as Leys (1959, 103) notes, òafter the war it was the 
government which had to be restrained (by the intervention of the International Monetary  
Fund) from subsidizing gold production for balance -of-payments purposes.ó 
 A parliamentary inquiry in 1945 found that gold was responsible for òa stabilising 
influence on the economy of Southern Rhodesia in times of world depression,ó from the 
standpoint both of fostering local employment and spending, and generating har d 
currency (Phimister, 1988a, 212). This was, in turn, a direct, if unintended consequence of 
a much deeper problem: at the global scale (and especially emanating from in the United 
States), economic crisis was reflected in ever-tighter trade and financial  circuits during the 
1930s. Southern Rhodesiaõs government statistician (Shaul, 1946, 3,8) explained the 
(beneficial) impact of imperial economic disorder for his countryõs gold market: 
 
 The economic policy of the United States in general sought to stimulate 

American exports, stimulate American shipping, prohibit imports from 
other countries, to grant loans accompanied by political and economic 
conditions, and in the depression to indulge in a panic measure of calling in 
of all loans irrespective of the repercussions on the currency and economic 
system of her debtors. As a result America became the trap for all the 
worldõs gold; her debtors could pay neither in goods nor services, and could 
not borrow from the creditor except on onerous conditions.  

 
If 1930s-era international debt was manageable for Southern Rhodesia thanks largely to 
gold exports, much of the local debt ð especially that owed by still -inexperienced white 
farmers ð was not. The Land Bankõs capital had grown from Ã300,000 at its founding to 
nearly £1 million in 1930. But asset growth accompanied unsustainable agricultural 
speculation. òMy bankruptcy,ó said one farmer, òI attribute to the tobacco and land boom, 
and the easy way money and credit was obtainable. I consider the Government were at 
fault in encouraging farmers to go all out on tobacco ð they should have insisted on 
farmers, before lending them big sums of money, to go in for mixed farming then if 

                     

17. The attraction of gold was so strong as to work against processes of capitalist concentration: in 1936 the 
domestic gold mining industry was dominated by 10 producers responsible for 37% of output, while another 
1700 produced the balance (in pre-depression years, the top ten averaged some 80% of output) (Frankel, 
1938, 235). 
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tobacco failed they would have something to fall back onó (Phimister, 1988a, 49,209). 
 It was a sympathetic enough plea, and a situation experienced by a large enough 
constituency, to compel government action. According to the Secretary of the Department 
of Agriculture and Lands, the 1935 Farmersõ Debt Adjustment Act had òthe specific object 
of relieving the burden of debt under which many efficient farmers, through no fault of 
their own, at present labouró (Phimister, 1988a, 175). Although the farmers won in the 
end, Murray (1970, 93) records the fierce debate over the issue of who would pay for the 
debt relief: òThe Directors of the Land Bank pursued a policy which accorded with the 
wishes of the farmersõ organisations and of the Minister of Agriculture in granting loans 
to help farmers to continue their farming. The Minister of Finance, back ed by commercial 
interests, wished the Bank to administer the Act in a way that would enable mortgage 
holders and merchants to recover outstanding debts from farmers irrespective of whether 
or not this resulted in draining farmers.ó 
 
The role of the banks 
 
Over time, increasing popular hostility was aimed at the powerful Standard Chartered 
Bank, generating, during the 1930s crisis, the first national calls for a central bank as a 
solution to excessive òinfluence from South Africaó (though by now the banks were 
headquartered in London). This reflected, in part, a substantial imbalance in financial 
flows between Southern Rhodesia and England. Standardõs role of providing money as a 
means of exchange rose to prominence again, briefly, in 1931, as Southern Rhodesia went 
off the gold standard (against Standardõs counsel) while South Africa persevered until late 
1932. òThe intervening period had underlined the fact that Rhodesia could no longer be 
treated as an integral part of the South African administration of t he Bank,ó reported 
Standardõs official chronicles (1967, 42,44). 
 In addition to Standard, the predecessor of Barclays Bank began operations in 
Southern Rhodesia in 1895. Between them, the two banks achieved such thorough 
penetration of white consumer bank ing that in 1938, the two banks in Gwelo (now 
Gweru) had 1,400 accounts at a time the white adult population was 1,600. òRhodesia had 
a reputation for being a country where credit was more general than cash in normal day 
to day business,ó Standardõs biographer (1967, 53) noted, as òstorekeepers would only 
allow credit to people who signed promissory notes payable at a bank and therefore 
people who otherwise would not have opened bank accounts were more or less forced to 
do so.ó With inadequate state regulation of money and finance, and significant changes in 
the nature of the Southern Rhodesian currency, the grounds for this reputation would 
increase even further in subsequent years. 
 Alongside providing currency and savings facilities, the banks played thre e roles 
which had longlasting implications for the colonyõs uneven geographical development. 
First, in the early 1910s Standard (and later Barclays) had established a wide branch 
network which provided bills of exchange ð and thus stimulated much broader economic 
activity ð for various small trading posts and mining centres. Following a dearth of new 
openings that lasted two decades, the branch networks were expanded to other mining 
towns during the 1930s. Second, the colonyõs 1933 purchase of BSAC mineral rights was 
supported by a £2 million overdraft from Standard, and was the first clear indication of 
what was to emerge as a symbiotic financing relationship with the local state.  
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 Third, the banks assisted in the establishment of a monetary system, initially on the 
basis of their own notes ð which typically accounted for a full 15% of banking system 
liabilities (although British coin was also accepted) ð and then through supporting a new 
local currency in the late 1930s.18 Unlike the banks, though, the new Southern Rhodesia 
Currency Board òexercised no control over any significant monetary variables, and had 
almost no power of discretionary action of any importance,ó according to Sowelem (1967, 
24). The full transition from bank -issued money to the colonial British currency board 
system (which came into effect in 1940), reflected instead the declining capacity of 
Standard to administer currency and its unwillingness to grant loans locally, as well as 
the remobilised financial clout of the City of London within  British imperialism more 
generally.19 Southern Rhodesia was forced to maintain 100% foreign exchange cover for 
its local currency in London, using accounts at Standard and Barclays, which in practical 
terms meant that financial considerations now more dire ctly shaped uneven development 
at the British colonial scale. According to Ann Seidman (1986, 29), 
 
 The colonial currency boards tied the colonial economyõs money supply 

directly to the changes in the levels of the currency boardõs foreign assets, 
the pounds sterling or other foreign currencies which colonial company 
affiliates earned through exports. A fall in the colonyõs export earnings 
would cause an automatic decline in the stock of money available to the 
colony, with attendant depressing effects on the entire colonial economy: 
low foreign -exchange earnings led to a low demand, cutting back on 
imports or reducing local production, causing a negative multiplier effect 
throughout the country. An increase in foreign earnings, on the other hand, 
would lead  to a direct increase in the money supply, causing an expansion 
of domestic demand. This stimulated increased imports, or, in a few cases, a 
positive multiplier effect stimulating an expansion of local production. In 
other words, the colonial currency boar ds spread the impact of the 
fluctuations in the value or volume of the colonyõs crude exports 
throughout its economy.  

 
Thus there emerged a phenomenon of greater importance than the geographical spread of 
money through the banks, the financing of long -term state debt, or the banksõ role in 
supplying money as a means of payment prior to the currency board. That was the 
capacity of the two banks to òaccentuateó the òups and downs of business,ó as a Bank of 
England envoy (Mynors, 1949) noted. A central bank and the application of moral suasion 
would be needed, he argued, to counteract the whims of òtwo well-established 
                     

18. The territoryõs first coins were Cape of Good Hope Colony coins, dating from an 1891 ordinance. Royal 
Proclamations in 1910 and 1911 allowed the use of British coins, and in 1922 commercial bank notes issued 
within the territory of Southern Rhodesi a were made legal tender. With the gold standard of 1925, the 1922 
Bank Notes Ordinance was repealed, but bank notes continued to circulate. In 1931 they were legalised 
again. A 1932 Coinage Act of Southern Rhodesia authorised the mining of Southern Rhodesian minerals to 
mint coins. The war-time nickel shortage was responsible for ending British coin convertibility in 1939. Bank 
notes were legal tender until 1940 (Central African Federation, 1959). 
19. To use de Brunhoffõs (1978, 43) framework, within the supposedly interdependent hierarchy, 
òinternational moneyó had thus displaced òprivate bank money.ó A truly autonomous ònational moneyó 
didnõt emerge in Southern Rhodesia until the 1950s. 
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institutions with wide business knowledge and connections.ó 
 By the late 1930s the two local banks òwere clearly conforming to the principles of 
British banking by providing only short -term capital and not long -term funds,ó the 
Central Statistical Office (CS0, 1947, 2,8,10) reported. òA world-wide trend for business to 
supply its own short -term capital by ploughing -back profits rather than by rely ing on 
bank advances appears to be in operation in the Colony,ó since banks òcan always obtain 
Southern Rhodesian notes and coin which are legal tender in the Colony, from the 
Currency Board.ó The role of the currency board was limited to the most mundane 
aspects of central banking, òthe ultimate source of supply of legal tender coin and notes.ó 
It soon became evident that the boardõs lack of control over banking credit would 
endanger the entire system, and that much more powerful forms of monetary regulati on 
were required. The banksõ power to exacerbate uneven development continued through 
World War II and, as the next chapter shows, even into a new era of financial deepening. 
 
Conclusion: The dynamic of imperial accumulation  
 
In case after case of uneven development, what this review of the contours of the early 
Southern Rhodesian economy suggests is that during particular periods, finance was at 
the switchpoint of the various circuits of local capital accumulation. How, then, do we 
understand this in more general terms? Was the relationship between finance and 
imperial accumulation accidental (òconjuncturaló) or structurally-determined (òorganicó)? 
David Harveyõs (1982, 410) argument on the capitalist characteristics of imperialism 
suggests a structural relation: 
 
 Military conquest establishes state control. Surveyors establish private 

property in land (the labourer can then be excluded from the land by rent), 
transport and communications links are built, legal systems (conducive to 
exchange, of course) are established, and pre-capitalist populations 
proletarianised and disciplined (by force and repression, if necessary, but 
also through law, education, missionary activity, and the like). All of this 
costs vast sums of money. Beneath its surface ideological justifications, 
therefore, the politics of capitalist imperialism amount to a vast, long -run 
speculative investment which may or may not pay off. The debate over how 
much capitalists benefitted from imperialism is really a debate over whether 
this investment paid off or was effectively devalued. The destruction 
wrought on pre -capitalist populations and the high rate of exploitation 
achieved does not guarantee that colonial ventures were paying 
propositions. Nor does their failure prove that they were set in  motion out 
of some benevolent attempt to bring enlightenment and development to 
òbackwardó regions in the rest of the world. They were simply caught up in 
the capitalist dynamic of accumulation and devaluation. The investments 
were, in short, necessary but not sufficient conditions for the perpetuation 
of accumulation. The dynamic is not, however, without its pattern. The 
temporal and spatial horizons of capitalism are increasingly reduced to a 
manifestation of the rate of interest, itself a reflection of conditions of 
accumulation. 
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Harveyõs argument is borne out by evidence from colonial Southern Rhodesia. Not only 
are the ebb and flow of accumulation and devaluation in evidence, there are clear signs of 
overaccumulation, uneven development and financial power which we will see again and 
again. Indeed as the Southern Rhodesian economy matured during subsequent decades, 
geographical and sectoral flows of finance would play first accommodating, then 
determining, then rigorously delimited, roles in this proce ss of uneven development. 
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 CHAPTER THREE  
 
 GROWTH, CRISIS AND  
 FINANCIAL REGULATION  
 
 
 
 
 
Introduction  
 
In the last chapter we witnessed the immense power of financial flows, largely emanating 
from London and South Africa, to shape the course of development during Southern 
Rhodesiaõs imperial era. In this and in the following chapter we take up issues of finance 
and uneven development between the early 1930s and early 1960s. With the Southern 
Rhodesian economy maturing during this period, we can now more directly assess some 
of the broad theoretical arguments of Chapter One, which have much to contribute to the 
story under consideration.  
 It should not be surprising that during this time of deepening capitalist relations and 
the emergence of a capitalist state, we find evidence of worsening uneven sectoral 
development, in particular imbalances between capital goods (machinery) and 
consumption goods and in the latter category between production of luxury and basic 
goods, as well as between production, commerce, finance and landed (mining and 
agricultural) capitals. We begin, however, by observing how in the pre -war era sectoral 
unevenness was initially attacked and alleviated by a more interventionist government. 
The United Party (which had been elected to power as the populist Reform Party) 
sustained the emerging manufacturing bourgeoisie by making available new 
opportunities for industrial accumulation which would be controlled nationally and 
locally, rather than by the exigencies of international markets.  
 But sectoral unevenness inexorably returned in the early 1950s, as did the intrinsic 
tendency ð fuelled by easy credit ð to the overaccumulation of capital. Finance then rose 
in importance, its lubricating functions were accompanied by speculative impulses , and 
capital was increasingly centralised into financial groups closely associated with 
multinational corporations. Combined with outside factors such as the drop in copper 
prices and the uneasy African transition to neo-colonialism, a full -fledged crisis set in 
during the early 1960s in Southern Rhodesia, and financial investments crashed. 
 Throughout, the government of the day explored ways of responding to what were 
relatively new problems of rising finance. Here we trace uneven sectoral development as 
it was accentuated by overaccumulation and erratic credit flows, and combatted by 
somewhat ineffectual and ad hoc financial regulation ð whereas the next chapter considers 
uneven spatial development and its political fallout. Throughout, there is also evid ence of 
the uneven development of the scales at which economic processes are determined. By 
and large Southern Rhodesia witnessed a transition from local and national 
determinations in the 1930s to global by the late 1950s in production and agriculture, but 
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with more variability in finance and mining.  
 By examining such facets of the 1930s-60s period, the role of financial power (both 
domestic and international) in the countryõs uneven development becomes clearer. This is 
a crucial exercise because overaccumulation and the rise and fall of financial power all 
ultimately had a profound effect upon the development of both black and white 
Rhodesian politics, and later, in the mid 1960s, upon Rhodesiaõs extraordinary ability to 
withstand international sanctions.  That ability stemmed mainly from the advanced 
capacities of the state, which were codified in the 1950s once hostility from a self-reliant, 
free-wheeling capitalist class was overcome during the 1930s. 
 
The state and financial capital  
 
The Great Depression is considered to have lasted seven years in Southern Rhodesia, 
from 1931-38 (Phimister, 1988a). But to suppose this a period of wholesale, uninterrupted 
economic disaster (as indeed it was for farmers, many white workers and most Africans) 
runs the risk of overlooking vigorous political response to the crisis. For with the 1933 
electoral victory of white urban and agrarian populists, this reaction ultimately was the 
basis for the early development of a capitalist nation-state and the restructuring of the 
economy in a manner conducive to somewhat more even, locally-controlled 
development. To talk of òevenó development is not to suggest that the 1930s and 1940s 
witnessed racial reconciliation or even rural -urban equilibrium ð precisely the opposite 
occurred ð but rather to think technically about how sectors in the economy moved 
towards a temporary equilibrium, rather than continually growing more polarised in 
their functions. By way of proof that development of this nature is indeed feasible in 
Southern Rhodesia on the periphery of global capitalism, the first extended upswing of a 
new cycle of capital accumulation lasted from 1932 through 1941. After the enormous 
devaluation of 1928-31 (including a massive 30% drop in net national income during 
1931), real annual income growth picked up to 16%, 20% and 21% from 1932-34, followed 
by growth of 10%, 16% and 10% from 1935-37, and 6%, 3% and then 18% from 1938-41 
(Figure 3.1) (Barber, 1961, 103-104). 
 Initially, however, the recovery was so unevenly distributed th at in the 1933 election 
the establishment-oriented Rhodesian Party was defeated by the Reform Party, led by the 
reputable surgeon Godfrey Huggins, who as a Rhodesian Party MP had represented his 
increasingly anxious white civil service constituency. Huggin s also firmly endorsed 
segregation and a host of other forms of relief to beleaguered white farmers and workers. 
The election was, as Iden Wetherell (1975, 61) observed, òfundamentally a populist 
protest designed to remind the State that its primary consid eration lay not with the 
protection of profit, but with the promotion of institutional safeguards that would insure 
against a repetition of the recent experience.ó But although the Reform Partyõs initial, 
disgruntled programme was highly nationalistic, wel farist and racist, the more 
aggressively interventionist wing of the party was purged in 1934 (the Labour Party also 
gradually waned). Electoral calls for rescinding the BSACõs mineral rights, protectionism, 
nationalisation, unemployment relief and white l abour rights, a central bank for the 
colony, and the growth of government were all subsequently muted when conflict with 
powerful economic interests emerged. Huggins quickly deserted Reform and founded the 
United Party (subsequently, United Federal Party) in order to forge a new alliance with 
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elements of the Rhodesian Party. For nearly three decades this remained Southern 
Rhodesiaõs ruling party, mostly under Hugginsõ reign (Gann and Gelfand, 1964). As the 
scale of the reversal became apparent, the bitter populist -segregationist (and former 
Reform leader) Neil Housman Wilson accused Huggins of restoring òthe timid and fear 
and finance-riddled party that lost the battle of the mineral rights in 1933; gave the battle 
away rather than see it fought out to the possible detriment of the international 
financiersó (New Rhodesia, 26/10/34).  
 But a consensus remained across nearly all strata of whites that at least certain types 
of state intervention would be necessary to protect white workers from black competition, 
to ward off the worst effects of international Depression, to address debilitating supply 
bottlenecks, and ultimately (recalling the agricultural crises) to regulate the accumulation 
process itself. As even the first meeting of Southern Rhodesiaõs Associated Chambers of 
Industry, in 1944, conceded, òIt is the considered opinion of this congress that when the 
industrial policy of the future is considered by the government, due weight should be 
given to the guarding against overproduction by existing or proje cted enterprisesó 
(Murray, 1970, 182). 
 Even earlier, in the 1930s, a supportive state legal and political superstructure was 
being put into place: public works programmes geared largely to solving white 
unemployment, parastatal industrial ventures to fill  niches where the market failed, 
(white) state credit and trading networks, subsidies to white agriculture and to white 
workers of small, independent gold mines, anti -African labour laws (1934), and increased 
racial division and control of land (1930 and 1936). The state purchased from foreign 
capital the countryõs mineral rights in 1933 and its railroad in 1949, and set up major 
public investments in Que Que (now Kwekwe) iron and steel and Gatooma (now 
Kadoma) cotton spinning operations (Stoneman, 1978). 
 The freedom to proceed along these lines was not merely established at the national 
scale. Locally, in the five main white population centres, commercial and industrial 
concerns projected their own sectional geographic power, reflecting the uneven 
development of scale. òTo the extent that Commerce and Industry exerted any pressure 
on Central Government at all, it was mainly through the Municipalities,ó contends John 
Handford (1976, 159-160), and nationally, in any case, Hugginsõ Finance Minister J.H. Smit 
òserved Commerce so well that they had really no need of any organisation to lobby for 
their interests... Smit acted strongly in favour of free enterprise and restrictions on 
governmental spending ð in face of opposition from farmers, smallworkers and 
employees.ó (He was later to resign from Hugginsõ cabinet, however, over a slight left-
ward tilt during World War II.)  
 As capable and friendly as the United Party became to general business interests, the 
expansion of state intervention was, nevertheless, powerfully influenced by splits 
between (and within) national and international capitals. òIn general, the government 
found it easier to go along with what Industry wanted than with the aims of Commerce,ó 
Handford (1976, 161) suggests. Yet overall structural conditions meant that 
notwithstanding the impressive deepening of industry, the overall bias remained strongly 
towards mineral and agricultural export orientation. òPartly this was due to the unequal 
strength of the contending parties,ó Phimister surmises (1988a, 182). òLondonõs financial 
clout was incomparably greater than any blow Salisbury might conceivably deliver.ó 
 Indeed within the local capitalist class there was growing concern over the drain of 
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financial surpluses to the two Southern Rhodesian banksõ London headquarters. The 
banks òhave consistently accumulated substantial excess reserves which have been held 
externally as balances with the head offices,ó Barber (1961, 166-167) reports of the period 
spanning the 1930s-40s. òThe lending policies of these organisations have been oriented 
towards short -term, liquid, and low -risk loans. Loans for fixed capital formation, the type 
of financial service most required in underdeveloped economies, have been precluded.ó 
Standard and Barclays held just 50% of their assets in local business loans (generally 
short-term advances for trade purposes) in 1936 (the first year such data were kept). Such 
local òearning assetsó (which during the war also included government securities) 
declined to 41% of total assets in 1940 and a meagre 20% in 1945, while local deposits 
soared over the period from £8 million to £22 million ( P&F, September 1957). As a result, 
the percentage of the banksõ funds that accumulated in London rose from 49% in 1939 to 
74% in 1945, accounting for £16.5 million. The banks did not invest locally in part because 
war-time import and transportation restrictions affected opportunities for trade financing, 
but also because, according to the Central Statistical Office (CSO) (1947, 9), òthey were 
unable to find profitable outlets for their funds.ó Southern Rhodesia thus witnessed a 
war-time slump during which real income fell below 1941 levels until 1944 (Figure 3.2).  
 The banksõ conservative outlook changed after the war, as loose Commonwealth-
wide monetary  policy, returning soldiers, new immigrants and the lifting of import 
controls led to unprecedented consumer spending in Southern Rhodesia. The two banksõ 
local assets (short- and medium -term loans, and investments in government securities) 
soared by 55% in 1946 and 71% in 1947. The Southern Rhodesian government was repaid 
a £2.5 million war -time loan from Britain and also floated a large sterling loan in London, 
so liquidity improved dramatically. Moreover, immigrantsõ remittances (mainly from 
Britain) rose sharply. Two immediate side effects of the surge in liquidity were rising 
inflationary pressures and highly uneven patterns of overindebtedness, both of which 
generated compelling demands for state intervention.  
 
Early struggles over financial regulation  
 
Heated debates catalysed by the feverish financial activity emerged over two issues: 
whether funds were being directed by financial institutions towards the most productive 
outlets, and whether the detrimental side effects of ascendant finance should be regulated 
by direct credit controls (which state bureaucrats and industrialists favoured) or through 
interest rates (the preference of merchants). The position of many manufacturers was that 
finance remained the domain of foreigners who either sent hard -earned Southern 
Rhodesian money to London and Cape Town, or who encouraged excessive luxury goods 
imports. Merchants, on the other hand, complained that attempts to deal with this 
problem through direct credit controls invariably hurt them the most.  
 As overindebtedness became a concern to Currency Board authorities in 1947 and as 
import bottlenecks were forming at the colonial Mozambican port of Beira and on the 
Rhodesian Railways, a new set of exchange and import controls were imposed, the effect 
of which was òto limit the supply of goods at a time when the supply of money is being 
steadily increased,ó the CSO (1948, 3) acknowledged. This led to speculation in used cars, 
and a black market in local land (at a time of temporary residential -only restrictions o n 
development). At one point during the late 1940s, the threat of bank-fuelled generalised 
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inflation was so great that the CSO (1947, 15,19) recommended no future foreign 
borrowing by government, and limitations on immigration. Tough reserve requirements 
were mooted for the banks: òIn view of the importance of the actions of the banking 
system and their effects upon the development of the Colony, control of the powers of the 
banking system to create credit is essential.ó 
 From a different but no less critical direction, renewed pleas by the Labour Party in 
Parliament in 1947 for a Southern Rhodesian central bank reflected the imbalance in credit 
allocation. It was a classic conflict between the loose money interests of productive capital 
(and workers) and th e anti-inflationary bias of financial power. Productivist entreaties 
were consistently met by scorn from the extremely conservative administrator of the 
Currency Board, A.P. Grafftey-Smith (1954, 1): òThe idea seemed to prevail that a State 
Bank would cont rol and compete with the commercial banks, and that a golden era of 
extended credit would succeed the Stone Age of the commercial banks.ó 
 However, more open-minded officials of the CSO (1948, 3-4) began to firmly argue 
the case for formal state credit regulation, in large part due to the fact that the banks were 
fostering extremely uneven economic development: 
 
 The commercial banks, by operating a sterling-exchange system, have caused 

wide fluctuations... When there is a direct inflow of external funds, b ank 
advances to traders and merchants stimulate the import of consumer goods 
at the same time as the import of capital equipment. In other words, when 
funds flow in via the banking system the investment multiplier is much 
higher than if funds are raised and spent abroad on capital equipment as, in 
the former case, a much higher proportion of the total funds is directed 
towards consumption [which] has a much more immediate effect on the 
balance of payments. Conversely, in slumps, the balance of payments 
becomes adverse or, if favourable, it is because external capital is either 
flowing out or the net import is small. In these circumstances the banks 
enforce a multiple restriction of credit and incomes. The net effect of the 
banksõ operations is to accentuate booms and slumps... Upon the above 
grounds it can be said that the present control of credits by the commercial 
banks does not always serve the best interests of these territories. 

 
A Bank of England representative (Mynors, 1949) commissioned to look into a new 
central bank agreed both that òthe establishment of a central bank should not be long 
deferredó and that the two commercial banks were òaccentuatingó the business cycle. But 
he concluded that òthe imposition of a 100% local assets ratio on the banks would in itself 
do nothing to influence the banksõ local credit policy.ó That influence, he insisted, should 
arise through òmoral suasionó and the personal (not legislated) capacities of the financial 
authorities (Sowelem, 1967, 33; Jucker-Fleetwood, 1964, 57-58). 
 But credit was still being allocated unevenly and on a short -term, low -risk basis, thus 
undermining industrial growth, many smaller manufacturers charged, blaming this 
condition on the fact that finance in Southern Rhodesia remained dominated by foreign 
concerns. As financial resources poured out of the colony ð in 1949 the insurance industry 
received £1.4 million in premiums from Southern Rhodesia, but granted only £450,000 
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worth of claims 20 ð Midlands business leaders recorded their anger at a Chamber of 
Commerce meeting: òAs things were at present, the commercial banks virtually 
controlled credit at the insistence of either their head offices in Cape Town and London or 
the Government. They had all suffered from this and had asked themselves whether the 
general managements of the banks, ôwith South African conditions in mind,õ are the best 
judges of financial policy in Southern Rhodesia.ó21 Standardõs local office was now 
reporting to London directly (instead of to neighbouring South Africa), as it had òbecome 
involved in public responsibilities which, from being only implicit became explicit sooner 
or later, entailing a redistribution of power and authority,ó according to the bankõs 
biographer (Henry, 1963, 321).22 
 As the accumulation process gathered pace, credit continued to expand at a rapid 
rate, but in a manner deemed satisfactory by very few. By the late 1940s, total commercial 
bank assets had reached a level 60% as high as net national income. In the subsequent 
four years, the banksõ domestic earning assets increased by £19 million while overseas 
balances diminished by £12 million (CSO, 1947; CSO, Monthly Digest of Statistics; Barber, 
1961, 103; Sowelem, 1967, 216). But in response to what indeed soon, inexorably, became a 
ògolden eraó of loose credit, Finance Minister Whitehead introduced rigid controls in 
1952. In particular, he warned the banks to exercise special care òin those cases where 
[loan] applications result from the cessation or slowing down of financial assistance from 
the parent companies outside the colony,ó raising the spectre of multinational corporate 
swings in investment financing from foreign sources to local sources (this occurred at the 
end of the decade in substantial volumes) (Newlyn and Rowan, 1954, 174). There were 
other revealing provisions associated with the 1952 controls: 
 
 The banks have been advised to give priority to credit facilities which will 

increase, or at least maintain, agricultural and mining output and also that 
of secondary industry. Also included in th e priority class are credits which 
will directly benefit the export trade, and credits designed to facilitate the 
progressive and orderly liquidation of existing industrial stocks... Credit 
will in no circumstances be made available for the carrying of sup plies of 
non-essential imported goods, while requests by importers for finance after 
the placing of orders will be critically examined ( Commerce, April 1952). 

 
Having chosen to support industrial capital against the merchant class in this round, 
Whitehead came in for withering criticism from, for example, the powerful head of the 
Salisbury Chamber of Commerce, A. Landau:  
 
                     

20. Noting this (in October 1952), Commerce magazine implied the rest was being hijacked by the insurersõ 
foreign headquarters: òThe desirability, from a national point of view, of an insurance company drawing its 
capital from and investing its profits in the country from which it derives its business has been felt for some 
time.ó The first insurance company with Salisbury headquarters was Rhodesian National Insurance 
Company in 1947, yet it too was established in association with a London firm of Lloyds brokers and 
underwriting agents.  
21. Commerce, September 1952. Barber (1961, 167) notes that until 1954, even òsavings mobilised through the 
Post Office Savings Banks were also largely invested abroad.ó 
22. These responsibilities included the securing of £24 million in credit in 1947 for one of the largest colonial 
public works p roject ever, the nationalisation and expansion of Rhodesian Railways. 
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 Having deprived the Colony of the possibility of obtaining capital, the Finance 
Minister exhausted the bank by working up his own [gove rnment] 
overdraft to many millions of pounds, and then told the banks to clamp 
down on private credit. And this when credit was, and still is, most 
urgently needed and when any ordinary minister would have attempted to 
persuade the banks to ease up. Thus you see this strange manõs plan 
unfolding. He wants a recession (Commerce, October 1952). 

 
Merchants occasionally put forward constructive suggestions for financial regulation in 
response to the banksõ uneven boom-bust credit cycles, such as the suggestion from the 
Midlands Chamber of Commerce that the Currency Board be replaced by an autonomous 
central bank which could regulate credit through interest rates rather than by direct 
controls on the volume of credit available. (Mindful of the economyõs underlying 
dynamics, however, the chamber acknowledged that a central bank must òbe prepared to 
check overtrading and undue speculation by an increase in its rateó [Commerce, September 
1952].) Subsequently other London financiers arrived to advise the government on 
monetary policy, and a Bank of Rhodesia and Nyasaland (BRN) for the new Central 
African Federation was finally established in 1956 (Richards, 1956).23 
 But the problems faced by emergent financial policy -makers intensified nevertheless. 
The condition of wa r-time economic stress attributable in part to the banksõ tight credit 
and outflows of funds had now given way to a credit -driven crisis characterised by 
import bottlenecks, more general domestic overproduction, overaccumulation, and (as 
considered in the next chapter) even more pronounced uneven geographical 
development. Again, partly this reflected a variety of new financial institutions which 
emerged during the 1950s, calling again upon the state to intervene with new kinds of 
formal banking regulation. But underlying the threat of rising finance was the 
increasingly obvious productive sector overinvestment which followed a promising 
industrialisation process.  
 
Warnings of overaccumulation  
 
Notwithstanding the limited circulation of funds through the bank s during World War II, 
industrialisation had gradually picked up, taking advantage of the severe strains in 
international trade. It was recognised from the early 1930s, as the world Depression 
deepened, that local accumulation based on import substitution industrialisation was 
inevitable. This approach was cemented during the war, as the local food processing 

                     

23. This set the stage for subsequent conflicts between advisors from England and from the South African 
Reserve Bank. The central bank that emerged from various debates over autonomy, ownership and powers 
was a different animal than most that had preceded it. The new central bank was prohibited from financing 
government deficits (as Central European reserve banks did) and its capital was held by the Federation 
government instead of the commercial banks (the latter was the case in South Africa). But aside from acting 
as banker to the Federation, the Bank of Rhodesia and Nyasaland had the limited objective of the òregulation 
of the monetary system of the Federation.ó This was the responsibility of nine directors, of whom seven were 
drawn from business sectors, whereas other central banks established following the war (eg, India, Ceylon, 
New Zealand, Australia and Malaysia) depended on direction from either the Finance Minister or 
Parliament. One important consequence was the Federation governmentsõ lack of dependence on the central 
bank for financing assistance. 



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  

 

 
 

 51 

industry expanded vigorously, accounting for a third of manufacturing output by the 
early 1950s. Another quarter of output was generated by the investment goods sectors, 
particularly construction materials. And low -quality consumables (for the black market) 
grew rapidly, especially clothing and textiles. Cheap textiles were also the leading 
manufactured export of Southern Rhodesia (Barber, 1961, 141; Thompson and Woodruff, 
1954, 170). Indeed many small manufacturing enterprises initially aimed at the black 
market, which grew to encompass 28% of national income during the 1950s, of which 
about 90% derived from wage earnings (Sowelem, 1967, 18). On this basis manufacturing 
growth picked up spectacularly from 1944 -48, averaging 24.4% annually (Phimister, 
1988a, 254). 
 Following the war, mining fell from 25% of GDP to 5%, in part due to the steady US 
dollar price of gold, but also because of constrained labour supplies and rising wages 
stemming from the rise of the Zambian Copperbelt, transportation bottlenecks, intense 
competition from South African mines, and the scarcity and high costs of mining capital 
equipment and supplies (Phimister, 1988a, 219-220). Foreign mining capital (especially the 
British South Africa Company, Anglo American Corporation and De Beers) then 
diversified into other primary products and into manufacturing on the South African 
luxury goods model. In the process, corporate concentration intensified rapidly, with 
fewer than 10% of all firms soon responsible for more than two thirds of total output 
(Arrighi, 1973a, 353). Diversification by British and South African firms, much of it after 
World War II, was led by Anglo American Corporation  into coal, iron, chrome, cement, 
steel, citrus and sugar plantations, and the countryõs newspapers (Innes, 1984). Turner 
and Newall monopolised asbestos. Lonrho owned an oil pipeline, cattle and gold mines, 
and diversified further following Tiny Rowlandõs ascent to power in the 1950s. 
 Including the tobacco grown by white commercial farmers ð which was sold to a 
single buyer ð most of the countryõs primary products and by 1960 most of the 
manufacturing output were effectively foreign -controlled. A third of  Britainõs largest 
firms set up subsidiaries and affiliates in Southern Rhodesia. Even in food processing and 
light consumer goods, domestic capital was quickly overrun by foreign investors, 
especially in the wake of the South African Customs Agreement and compliance with the 
General Agreement on Tariffs and Trade in the late 1940s. A 1949 trade agreement was to 
Southern Rhodesiaõs advantage as many South African goods continued to be subject to 
tariffs, and as a result of the fact that more expensive white labour was still employed in 
semi-skilled South African jobs (Thompson and Woodruff, 1954, 169). British-based 
foreign capital with South African connections flowed rapidly into Southern Rhodesia 
immediately after the Afrikaner nationalistsõ 1948 victory, and, along with tens of 
thousands of skilled white immigrants, found hospitable conditions.  
 As Phimister (1988a, 298) argues, the òwave of mergers and takeovers of local firms 
by international companies placed an important section of the domestic bourgeo isie in 
intimate alliance with foreign capital.ó As a result, liberal òPartnershipó reforms were 
undertaken during the 1950s, but this occurred in the context of harsh repression of illegal 
strikes by black workers after World War II and extremely low wage s. During the 1940-65 
period, while manufacturing output increased by a factor of 34, the wage bill only 
increased by 26 times (Handover, 1977, 11). 
 In statistical terms, foreign direct investment rose from £13.5 million in 1947 to £50.7 
million in 1951, and fixed capital formation was increased by an average of £50 million 
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per year from 1946 to 1961 (Gann and Gelfand, 1964, 212; Clarke, 1980a, 15-38). Annual 
output in manufacturing rose from £5.1 million in 1938 to £105.1 million in 1957, doubling 
as a percentage of GDP. Real GDP growth averaged at least 10% annually for the period 
1946-57 (Stoneman, 1981, 278). The reward, for foreign capital, was two thirds of all 
profits in 1960 (Arrighi, 1973a, 354-357). 
 But this was extremely uneven growth. In additi on to widening technological 
differentiation between foreign and domestic capital at the point of production, consumer 
markets were extremely lopsided. Capitalõs turnover time, spatial horizons, and sectoral 
orientation had not, by the early 1950s, settled into a steadily reproducible pattern of any 
sort. Materials and financing bottlenecks were quick to emerge in the hot -house 
atmosphere, in sectors ranging across investment, production (especially construction) 
and consumption, leading to the dual threat of overindebtedness and overaccumulation. 
As Prime Minister Huggins remarked, òWhat is not generally realized is that the 
merchants of the Colony might be doing a very good business locally and at the same 
time importing so much that financially they are r uining the country, and the two things 
are not put together until you get currency difficulties and the difficulty of raising loans in 
any quantity to counterbalance the excessive spending of the country as a wholeó 
(Commerce, July 1952). 
 Indeed, as early as 1952 Commerce magazine confirmed, òWe are grossly overspent on 
consumer goods and to a somewhat lesser extent on capital development; there has been 
a steady decline in the flow of private capital into the Colony.ó (Such problems would 
look small in re lation to those experienced later in the decade.) The top financial adviser 
to the government added, òThe ratio of the loans and bills figure to deposits is around 
65%. No one who considers these figures can possibly claim that the banks here are 
under-lent; they could hardly have gone further in making funds available to the 
countryó (Commerce, April 1952, October 1952). 
 The conditions of emerging overaccumulation and uneven sectoral development in 
production and exchange were treated, in 1952, not only with credit restraints (in line 
with Britainõs anti-inflation monetary policy), but also with ceilings on white immigration 
to 900 people (mainly Britons) per month and much tighter import quotas for goods 
produced outside the sterling area. Thus overaccumulation was initially ameliorated and 
devaluation was avoided at this stage. 
 Instead, new combinations of financial and geographical expansion were invoked to 
displace capital which began piling up in various outlets. At qualitatively greater scales 
than had ever been attempted before, both time and space were invoked, through the 
young financial markets, to switch capital from overaccumulated sectors of the economy 
into new fields of investment. These investments were on the one hand perceived as 
having lo nger-run possibilities for growth, but on the other, sometimes served merely as 
attractive speculative gambles. The geographical changes are considered in the next 
chapter. But the recourse found in displacing capital through time (the temporal fix), via 
credit, generated profound contradictions.  
 
Financiers and friendly regulators  
 
Once financial markets began to swell in the early 1950s, a friendly atmosphere within the 
financial elite prevailed. For relations between business and government, òThe influence 
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of clubs and a regular chat over a whisky-and-soda is all-pervasive in Rhodesia, and it has 
its merits,ó commented Property and Finance (September 1959). In the words of A.P. 
Grafftey -Smith, the head of the Southern Rhodesia Currency Board ð and in 1956 the first 
Governor of the BRN ð òIt must be obvious that whole-hearted cooperation between the 
central banks and the commercial banks is essentialó so as to avoid òfriction where none 
should existó (Commerce, October 1952).24 
 At that point the Federation deposits of Standard and Barclays amounted to 11% and 
5% of their respective total international deposits. Although local advances increased, the 
two continued to record large balances in the London headquarters through the 1950s. In 
contrast, the other three subsequent arrivals ð Netherlands Bank of South Africa (which 
opened in 1951), National and Grindlays Bank (1953), and the Ottoman Bank (1958) ð 
consistently drew in deposits from overseas to finance operations in Southern Rhodesia 
and the Federation (Sowelem, 1967, 60-62), and by 1959 only 14% of total banking assets 
were held abroad, with nearly 50% of assets on the banksõ books as loans at the time of the 
1958 credit squeeze (up from £35.4 million three years earlier) (Central African Federation 
Info rmation Department, 1960; P&F, February 1960). 
 Profits in Federation banking and insurance rose 65% during the late 1950s, almost 
twice as much as other commercial profits (Pearson and Taylor, 1963, 14). Across the 
Federation, the number of employees in the finance and insurance fields rose from 1,620 
in 44 different companies in 1954, to 3,167 in 98 companies five years later. By the end of 
the decade, the five banks had opened 220 branches in 60 towns, but their lending 
remained geographically uneven, as discussed in the next chapter. 
 Rather than berate or forcibly compel the major banks to alter their lending behaviour 
or to drop their òBanking Agreementó (a services pricing cartel), the young BRN and 
Federation Finance Ministry followed a different pat h. A combination of new institutional 
innovations (such as acceptance and discount houses) and regulatory levers were meant 
to work in tandem to ease credit and balance of payments problems. For example, 
following 50% increases in advances during 1955, the Under-secretary of the Treasury, 
A.G. Irvine (1957) explained that the BRN òrequested the commercial banks during the 
second quarter of 1956, to restrict credit, particularly for speculative purposes, for the 
acquisition or erection of fixed property, and  for non-essential imports.ó 
 Facing such unpredictable conditions in the market for small -scale credit, the banks 
were satisfied that an emerging money market could provide new outlets for their liquid 
funds without representing excessive competition in d eposit-gathering. A major boost to 
the money market was the commencement of regular government sales of Treasury Bills 
in 1957. Also new on the scene were a revived Rhodesian Stock Exchange25 and a few 
òdevelopment corporationsó providing medium- and long-term venture financing. 26 
                     

24. Upon becoming BRN governor, one reflection of Grafftey -Smithõs attitude was, as expressed to the 
Radcliffe Committee on the Working of the Monetary System, òa desire ônot to alienate the commercial 
banksõ by raising reserve requirements and thus reducing the profitability of their operationsó (Sowelem, 
1967, 277.) The key personality in sustaining that attitude over time was the former Federal Cashier, who 
was named Governor of the Rhodesian Reserve Bank in 1965 and who, according to Handford (1976, 43), 
played òa major part in organising the Rhodesian economy after UDI.ó 
25. Following the debacle of the 1890s, a stock exchange was not established again until 1946. But by the late 
1950s, nearly 100 companies were listed (including the mining houses and several financial institutions), and 
annual share issues averaged £1.5 million (Sowelem, 1967, 166-67). 
26. There were no state loans available to industry prior to the Second World War, and although an 
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 But other innovations soon outran the authoritiesõ control. Some emanated from 
multinational corporations, in particular the juggernaut mining finance expansion and 
diversification. With increasing levels of global trade and the su ccess of similar 
institutions recently introduced to South Africa, prestigious international financiers joined 
the mining houses in establishing acceptance houses (also known as merchant banks) in 
Southern Rhodesia. Effectively controlled by the two major corporations, Anglo American 
and Roan Selection Trust, they offered bills of exchange on exports and imports, made 
private share placements on the stock market, and provided short-term sources of funds 
to hire purchase lenders.27 
 The growth of the money market also invited a wave of new discount companies to 
sell government securities and accept overnight deposits from commercial banks ð and in 
the process to permit further centralisation of the funds of major corporations and 
financial institutions. 28 The flavour of money market òfinance capitaló in the context of 
emerging overaccumulation is captured by an October 1959 Property and Finance editorial 
about òa determined struggle, behind the scenes, for the large amounts of uncommitted 
liquid funds now availa ble in the Federationó: 
 
 The new house, British & Rhodesian Discount House Ltd, has been formed by 

the biggest individual customers of the pioneering concern, the Discount 
House of Rhodesia Ltd, which started business less than eight months ago. 
These customers are the Anglo American Corporation, the BSA Company, 

                                                                               

Industrial Loans Board was set up, briefly, after the war, it was not until 1958 that the government 
established an Industrial Development Fund. In 1960 the Federation established an Industrial Development 
Corporation, supported by the Reserve Bank and the Commonwealth Development Finance Corporation. In 
addition, Barclays Overseas Development Corporation invested more than £11 million in the Federation 
during the 1950s, in eighty-two venture s where loans ranged from six to twelve years, and occasionally an 
equity stake was involved. Former shareholders of the British firm Cable and Wireless also made long-term 
investments (though some could be described as property speculation), and Rhodesian Anglo American 
Corporation and Rhodesian Selection Trust also had development finance subsidiaries (Barber, 1961, 
151,167). 
27. A stellar list of international financial institutions participated in the founding of Rhodesian Selection 
Trustõs Merchant Bank of Central Africa:  N.M. Rothschild and Philip Hill, Higginson of London, backed by 
Rothschild Freres (Paris); Banque Lambert (Brussels); Dillon Read & Co. (New York), and the Tanganyika 
Concessions and Messina Transvaal Development. Meanwhile, Anglo American founded Union 
Acceptances (South Africaõs first accepting house, which subsequently expanded north), and then joined 
with Lazard Brothers of London to promote Rhodesian Acceptances, Ltd (RAL). The new institutions had no 
problem in raising local funds,  since the mid-1950s was a period of high liquidity for both the copper mining 
companies and the growing commercial banking sector, and the fact that the BRN now existed in the 
Federation meant that there was a òlender of last resortó in the event of major liquidity problems. Whereas 
the Southern Rhodesian money market was modeled on Londonõs, its introduction was due to òthe success 
of similar institutions established, after the Second World War in South Africa,ó according to Sowelem (1967, 
81-87). Similar efforts three decades earlier had failed to establish money markets in South Africa, Australia 
and New Zealand, but these countries ð as well as Canada, Ghana and Nigeria ð all gained a variety of new 
financial intermediaries during the 1950s (Grant -Suttie, 1965). 
28. In 1959, Gillett Brothers of London founded the Discount Company of Rhodesia ð the first such 
international venture approved by City of London authorities ð with support from the local banks. 
Competition soon appeared from the British and Rhod esian Discount House Limited, and again with the 
arrival of Colonial Banking and Trust Company, which was supported by the US entrepreneur S.A. 
Schlesinger (who also helped found a local finance company, Scottish Rhodesian Finance, Ltd) (P&F, 
September 1956, January 1958, May 1958). 



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  

 

 
 

 55 

and the two main commercial banks in the Federation (Barclays and the 
Standard). They are strengthened by two large insurance companies, the 
Prudential and the South African Mutual, and have techn ical and financial 
backing from the London discount house, Smith St. Aubyn Ltd. Having 
formed themselves into the largest single finance group in the country, they 
are in an exceptionally strong position and, obviously, will now divert their 
òat calló funds to their own company for investment.  

 
The response of the Discount Company of Rhodesia was to increase its capital by 200%, to 
Ã150,000, òthe significance of the move being at least as much psychological as financialó 
(P&F, January 1960). In fact, however, the emergence of discount houses marked the last 
stage of the eraõs rise of finance. 
 Before this point, however, the financial markets created a speculative bubble in 
commercial credit. In 1958, Property and Finance (May, July) reported that òBoth commerce 
and industry had been over -encouraged by the ôbeckoning handõ of the banks, who had 
until recently extended over -generous credit facilities. There had also been a considerable 
growth of finance houses designed to discount hire purchase facilities, and nothing had 
been done to discourage new ones setting up in business in the federation.ó Hence the 
òincredible follyó of bankers who òwere prepared to advance thousands of pounds on 
open account to companies with a paid-up capital of only £2 or £3. It was the public who 
paid for losses ultimately.ó In a quarter of the insolvency cases before the courts, 
prosecution was recommended. 
 Thus some additional state regulation was attempted. With Bank Acts in 1956 and 
1959, supervisory controls were established and both reserve requirements and liquid 
asset requirements imposed.29 But the controls were rather weak. According to one report 
on the 1959 legislation, òThe draft Banking Bill circularised to major financial institutions 
has been severely criticised by the banks, and from under strong pressure from them, the 
Federal Treasury has produced an entirely new draft. This draft is now being considered 
by the institutions and is understood to be more acceptable to themó (P&F, June 1959), in 
part because the revised law increased barriers to entry of òmushroom concerns which 
might fail and do lasting damage to the financial systemó (Sowelem, 1967, 279). 
 Thanks more to òvoluntaryó measures than active regulatory supervision, worrisome 
amounts of bank liquidity had de clined to more reasonable levels by 1959, and the formal 
BRN ratios were thus used only once (in 1960) to control credit. Instead, testified the 
BRNõs chief economist, òinformal discussions held regularly with the commercial banksó 
were the basis for credit control (Grant -Suttie, 1965, 340). Thus financiers were rarely 
alienated by the various government financial interventions:  imposition of credit controls 
in 1952, 1956 and 1958; dampening of interest rate fluctuations in the late 1950s and early 
1960s; and application of tighter currency and exchange controls in 1961 and 1963. In sum, 
Southern Rhodesian and Federation financial bureaucrats experimented both with 
friendly suasion and with an ad hoc crisis management brand of regulation. State control 
over financial markets only gradually became comprehensive, and was never sufficiently 

                     

29. Initially, for commercial banks, 8% of demand deposits and 3% of time deposits were to be held with the 
BRN, although the demand deposit requirement was relaxed to 6% in 1960 as recession set in. Furthermore, 
25% of all bank assets, and 20% of other financial institutionsõ assets, had to be in liquid form, although only 
from mid -1962. 
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firm to stave off the worst excesses of ascendant finance during bouts of 
overaccumulation. Nor did regulation alleviate what was perceived as a constant need for 
internation al financial investment.  
 
The mixed blessings of international finance  
 
Notwithstanding the fact that by 1960 annual local savings of approximately £60 million ð 
representing a relatively substantial 21% of Southern Rhodesiaõs GDP ð were sufficient to 
finance 70-80% of new capital formation, access to foreign loans was considered 
increasingly essential by the government of Southern Rhodesia. During the 1950s, £72 
million in official debt was issued on the London bond market as against £60 million on 
the local capital market. Total foreign and local public debt increased from £27 million in 
1946 to £137 million in 1954, and two-thirds of the total domestic investment of nearly 
£300 million during those years was derived from international sources. In the late  1950s 
private corporations also became more active international borrowers, with an average of 
£23.5 million in net new annual foreign debt (Thompson and Woodruff, 1954, 171-81; 
Advisory Committee, 1962, 78-79). 
 Among the overseas funds were US$140 million in World Bank project loans during 
the 1950s and early 1960s (of which US$70 million fell into default in 1965). The Bankõs 
largest single loan project ever through the mid 1950s was the US$80 million lent for the 
£114 million Kariba Dam (with a volume four times greater than the second biggest dam 
on earth). The dam brought enormous suffering to 56,000 people of the local Batonka tribe 
on the Zambezi River ð who lost most aspects of their traditional river -side domestic 
economy ð but it provided power t o Northern Rhodesian copper mines owned by Anglo 
American Corporation and Roan Selection Trust. Cheryl Payer (1982, 239) notes that òThe 
needs of these two companies seem to have been the main impetus behind the entire 
project.ó The Bank also financed the expansion of Rhodesian Railways and the partial 
implementation of the intensely unpopular Land Husbandry Act, as well as certifying 
Southern Rhodesia fit for private sector sources of international credit.30 
 Yet while the initial boost to foreign reserves was appreciated, the subsequent 
repayment of these loans ultimately threatened the balance of payments. By the late 
1950s, foreign financial flows turned against Southern Rhodesia in the form of interest, 
dividends and profit repatriation. The impressive n ew foreign investments too quickly 
fostered an enormous net outflow of income from the Central African Federation 
(Southern Rhodesia, Northern Rhodesia and Nyasaland), averaging 8.4% of total GDP, 
but as high as 14% in 1956 (Pearson and Taylor, 1963, 15-21). By 1961, Southern 
Rhodesiaõs large debt to London bond holders, the World Bank, US Export-Import Bank 
and Colonial (Commonwealth) Development Corporation aggravated foreign reserve 
shortages so as to leave the BRN vulnerable to a controversial 1961 interest rate increase 
initiated by the London banks. As the vicious cycle continued, access to short-term 
international commercial bank loans became more important, yet a major barrier had 
already emerged in the mid and late 1950s: the borrowerõs reputation for racial problems 
and labour unrest (P&F, July 1955, June 1959, October 1959). 
                     

30. A public relations officer of the Bank conducted a two -week visit in 1956: òThe two note-books full of 
notes which he had made on the trip would be used both internally by the Bank, and as a source of 
information for use by Swiss, USA and other financial interestsó (P&F, May 1956). 
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 The power of foreign financiers sometimes increased under such circumstances, 
ironically, and not merely through approval or amendment of particular loan projects. In 
1960, when Chase Manhattan Bank agreed to grant a small loan in the wake of Salisburyõs 
first major urban race riots, as Southern Rhodesiaõs international credit rating plummeted, 
Chaseõs visionary David Rockefeller also became involved with leading opposition 
pol iticians Jasper Savanhu, Stanlake Samkange and Herbert Chitepo, on the premise of 
providing òup-to-date business training for Africansó (P&F, August 1960). As 
documented in the next chapter, however, systematic attempts to gain favour with black 
nationalists through the financial system would ultimately run aground.  
 Rockefellerõs geopolitical role in the region was heightened by other incidents, as 
well. South Africaõs Sharpeville massacre in March 1960 prompted severe capital flight 
from that country, whi ch was also stemmed by an emergency Chase Manhattan loan. 
Shortly afterwards, Rockefeller also had to assist the European bank Societe Generale in 
the Belgian Congo (now Zaire) in fending off a takeover attempt waged against a local 
subsidiary (Union Minie re du Hart Katanga Company) by the British financial house 
Tanganyika Concessions, managed from Salisbury. As Property and Finance (July 1960) 
noted, òThe present financial struggle involving British, American, Belgian, Portuguese, 
Rhodesian and South African financiers, is the talk of the Johannesburg Stock Exchange 
and of the financial world.ó 
 
Overaccumulation and its financial implications  
 
No matter the interventions of foreign financiers, the Federationõs uneven prosperity 
broke at the end of the 1950s. Fixed capital investment declined dramatically, leaving the 
regional economy mired in recession from 1961 (Figure 3.3). Although Northern 
Rhodesiaõs collapse due to falling copper prices was a catalyst for some of the subsequent 
problems in Southern Rhodesia,31 endogenous factors cannot be discounted. Specifically, 
a classic crisis of overaccumulation emerged most clearly in Southern Rhodesiaõs 
industrial sectors (mining, manufacturing and electricity), which produced enormous and 
consistent year-end inventories (òstocksó) of Ã40 million from 1961-66, as output slowed 
and as new capital spending declined far more than in the economy as a whole, to levels 
(£13.4 million in 1964) approximately one third the 1959 peak (Figure 3.4). 
 Manufacturing was hit part icularly hard. The annual ratio of year -end manufacturing 
inventories to capital stock invested over the year ð a ratio which indicates the degree to 
which overinvestment has already occurred ð soared from 1.82 in 1958 to 5.2 in 1962, and 
6.0 in 1965 (CSO, Census of Production). Southern Rhodesian manufacturing output had 
risen 88% between 1954 and 1961, while the domestic consumer market increased by only 
70%. By 1962 leaders of the Association of Rhodesia and Nyasaland Industry complained 
bitterly of òconsiderable unutilized capacityó in manufacturing, and a government 

                     

31. As a result of the 1957-58 copper price collapse, total profits earned in the Federation, led by the 
multinatio nal copper companies, had dropped from £109 million in 1956 to £57 million in 1958. But 
Federation export revenue was buoyed by rapidly rising tobacco sales, and net GDP was much less affected 
ð a decline from £356 million to £332 million over the same period ð due to Southern Rhodesiaõs stronger 
industrial base (Central African Federation Information Department, 1960, 397). Moreover, the copper price 
drop was short -term, and the major producers rapidly reduced output to stabilise the price during the early  
1960s (Pearson and Taylor, 1963, 10). 
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investigation found that òThe problems inhibiting the further expansion of manufacturing 
are deeply rooted in the small dimensions of the domestic marketó (Advisory Committee, 
1961, 69,357). Property and Finance (January 1961) suggested that òmergers and 
rationalisation, particularly in the cement trade, would be an obvious remedy to 
overtrading,ó but in fact the crisis was one of overinvestment and overproduction, not 
merely overtrading. Wit h more than a billion pounds sunk in gross capital formation in 
the Federation between 1954 to 1962, and with real gross national income up by just £113 
million over the period, those investments had generated an extremely low 
output/capital ratio of 1:9 ( Pearson and Taylor, 1963, 16-17). 
 The financial sector was a leading victim of the crisis. Whenever there is enforced 
deflationary devaluation of overaccumulated finance, it raises the age-old question of 
who is to blame, the speculative creditor or the errant debtor. The different views were 
expressed at the first meeting of the Association of Chambers of Commerce of Rhodesia 
and Nyasaland, in 1958: òThe blame for the present position lay equally with merchants 
for overtrading, and with the commercial ban ks which had extended credit facilities on 
too big a scale when the price of copper was high... The credit system had got completely 
out of hand, and the present restrictions had not altogether overcome the situation, 
because a good many firms were subsidised by means of extended credit facilities from 
shippers or from firms with whom they had affiliationsó (P&F, May 1958). 
 The results, during the long downturn of the early 1960s, included the collapse of 
finance-driven property speculation, a shake -out of the financial sector in which the 
number of building societies shrunk from eight to three and hire purchase contracted 25% 
(one major international lender, Lombard, quit the Federation for good), and a rise in 
company insolvencies from 68 in 1957 to 165 in 1962. There was such a sharp decline on 
the Rhodesian Stock Exchange that òfor the stout-hearted these are possibly the cheapest 
shares available anywhere in the world,ó Property and Finance (January 1961) commented. 
In sum, according to the same source (August 1960), òIt might be fair to ask whether the 
Federationõs young money market has not become top-heavy in relation to the countryõs 
economy. The recession has disclosed serious over-trading in most sectors, and it could 
well be that lending by financ ial institutions, based on a ôboomõ situation thought 
optimistically to be long -lived, has represented too much too soon. Overheads are 
enormous, and the banksõ programmes, particularly in small towns, are probably 
uneconomic.ó 
 But while financial optimis m may be an inevitable characteristic during periods of 
economic and geographic expansion, and while the decline of financial power inevitably 
follows a deeper-rooted crisis of overaccumulation (or merely òover-tradingó), it is not 
sufficient to leave matters there. Financial regulation must be considered more closely to 
understand why the state took certain measures and not others to address the emerging 
problems. 
 
The proliferation of red tape  
 
Under conditions of financial overexpansion, a new round of c redit restrictions had been 
imposed in January 1958, inspired in part òto prevent borrowing for speculative 
purposes, notably, property speculation,ó as well as by a serious balance of trade deficit 
during 1957, which in turn was traced to excessive luxury  goods imports. These controls 
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reduced the total level of commercial bank loans and advances outstanding in the 
Federation from £55 million in March 1958 to £44 million in mid 1959, with most of the 
(non-seasonal) drop coming from builders and contractors, wholesalers, retailers, and the 
motor trade. Loans for òpersonal and professionaló use suffered an immediate reduction 
of 15%. Since personal income gained from rents and sales of property had increased from 
£2.8 million in 1954 to £5.3 million in 1958, this should have had some effect (P&F, 
February 1960; Grant-Suttie, 1965, 340). However, as a result of institutional investor 
interest in the construction of new financial headquarters, the momentum of property 
speculation carried on until 1961. 
 The credit squeeze of 1958 also converted a trade deficit of £14.5 million into a record 
surplus of £43.75 million the following year, as imports dropped by 15.5%. But as this 
happened, producer imports of raw materials and machinery declined substantially. òThe 
country at large, it appears, found it easier to reduce purchases of capital goods for 
industry than of motor cars or toilet preparations,ó complained Property and Finance (May 
1960) editorialists, reflecting upon the sectoral unevenness. òThis trend raises the old 
problem of whether import controls would not, in the long run, have been more 
conducive to achieving the countryõs aims during the past years than was the credit 
squeeze.ó 
 While direct controls on luxury imports instead of the indirect cost burden  on capital 
goods would probably have added balance to the trade accounts, they would not have 
rescued increasing numbers of middle-class white consumers who, credit squeeze or no, 
were already over their limits. There were 22,000 summonses for debts of less than £200 in 
Southern Rhodesia in 1959 (compared with 11,700 in 1956), 3,000 of which led to 
imprisonment ( P&F, June 1960). The white population was about 220,000 strong, so this 
represented an enormous reliance by consumers on credit (black people had virtually no 
access to formal consumer credit). By 1960, white per capita hire purchase debt in 
Southern Rhodesia was twice that of Great Britain, amounting to a total of £10 million 
(Sunday Mail, 27/12/59; P&F, February 1960). However, following a series of credit 
restrictions on cars, televisions, radios and other consumer goods, total hire purchase 
finance had fallen to £7.6 million by 1964 (Sowelem, 1967, 185). The hire purchase credit 
squeeze was a substantial intervention by the state against the interests of its middle-class 
support base, one of several which fatally undermined the United Federal Partyõs support 
in the 1962 election. 
 This was not the only conflict arising from growing financial excesses and state 
regulation. Economic tensions generated by the displacement of overaccumulation into 
the sphere of finance were profound, and had important political consequences. Struggles 
over access to resources and over commercial turf in turn began to reflect the traditional 
encounter between domestic and foreign capital. Certain controversies reflected a 
consciousness about Britainõs own occasionally tenuous position at the head of the 
Sterling Area group ð particularly given the countryõs Keynesian programme and the 
post-war dollar debt ð and hence its need to maintain high interest rates. Over time this 
seriously affected the circuit of Commonwealth financial capital, and radically altered the 
velocity and direction of financial flows between Southern Rhodesia, South Africa and 
Britain.  
 For example, increases in Bank of England interest rates in 1956 led the South African 
government to impose currency controls which in turn cut off a major source of Southern 
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Rhodesian building society funds. Similarly, the 1958 credit squeeze was exacerbated by 
international conditions. More important, according to Property and Finance, was òthe pull 
exerted by the abnormally high yield offered on treasury bills in Londonó initially in 1958. 
By 1960, òHigh interest rates and boom conditions in the United Kingdom combined with 
the political uncertainty in the Federation, are producing a seepage of money to Britainó 
(P&F, December 1956, March 1959, May 1959, July 1960). Thus Southern Rhodesia was 
ultimately forced to maintain high interest rates (Figure 3.5) in order to at tract overseas 
investment capital.  
 Southern Rhodesiaõs nominal rates had been low (just 4.5% for overdrafts during the 
extremely liquid early 1950s) until mid 1956, when the commercial banks raised the 
overdraft rate to 6.5%. The BRN Bank Rate was established in 1957 at 4.5%, and increased 
in steps to 5.5% from 1960-62 (thus driving the overdraft rate up to 7.5%). But with the 
recession deepening, it was again brought back to 4.5%. The BRN initially requested local 
banks not to change their rate structure in response to the wildly fluctuating Bank of 
England rate, but the banks refused at least once, in mid 1960, when, facing capital flight 
from the Federation, they took advice from their London headquarters and raised their 
rates by 0.5%, touching off a minor scandal (Sowelem, 1967, 288). Property and Finance 
(August 1960) interpreted this as the òRevolt of the Banks... It is common knowledge 
within inner financial circles that a difference of view developed between the [BRNõs] 
ôBritishõ executives and the ôSouth Africanõ executives.ó The South Africans preferred the 
physical credit controls that had been used previously, while the British executives 
desired the power to regulate the cost of credit through the Bank Rate. The result was 
little action of any k ind, leaving rates to follow international influences at crucial 
moments. 
 Already -tight exchange controls were toughened in 1961 to cover Sterling Area 
transactions and to prevent any export of funds aside from profit remittances. In the 
process this gave local commercial banks the power of distribution of Southern 
Rhodesiaõs hard currency reserves. The main result of such controls was to increase local 
financial liquidity noticeably, yet the benefits were not typically passed on to the 
productive sectors, as government mopped up the funds through increased Treasury Bill 
issues. The BRN subsequently invested the surpluses not required by government. As 
Property and Finance (May 1961) commented, òOfficial intention, it seemed, was to throw 
on to the commercial banks the major responsibility for decision and discretion on what 
funds could, or could not, be sent out of the country.ó 
 Capital flight continued, thanks partly to the vast overinvestment of the late 1950s, 
partly to the stagnation of the early 1960s, and partly to the increase in what was termed 
òpolitical instability.ó Banks aiming to meet domestic credit demand were forced to 
borrow larger amounts of short -term funds from their London headquarters, and in the 
course of doing so managed to persuade reluctant BRN authorities to raise interest rates 
to approximate the Bank of Englandõs. This, it was said, òillustrates, once again, the 
financial authority London wields, for good or ill, on the Federal economyó (P&F, May 
1961). 
 Even the tough 1963 exchange controls were imposed with the London headquarters 
of the banks firmly in mind, as Southern Rhodesia continued to seek foreign loans. 
òLondon financial confidence on such matters would depend on whether the balance-of-
payments problem was seen to be handled properly, and this handling would depend on 
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whether the Government had ôfull and firmõ possession, in advance of all the necessary 
powers of control, including, if necessary, control of luxury imports,ó Sir Edgar 
Whitehead (now in opposition) told Pa rliament ( P&F, September 1963). 
 A London -instigated bank interest rate increase had recently led the Herald (18/8/60) 
to ask, rhetorically, òHas the time come to consider the formation of a purely Rhodesian 
commercial bank with all the control and management here in Rhodesia?ó But such a 
bank was, in the end, unnecessary, as financial regulation finally tightened to the point of 
repression under the Rhodesian Front. 
 
Conclusion: From capitalist crisis to financial repression  
 
As shown in more detail in the  next chapter, both the white and black nationalisms which 
played out the next act in Rhodesiaõs pre-independence political drama were doing so on 
an economic stage set in part by financiersõ exercise of excessive power. As their sphere of 
operations increased and as their impact on the economy grew seemingly without limit, 
financial institutions came subject to more detailed governmental regulation in the late 
1950s and early 1960s. This was not as effective as it could or should have been, but was 
generally deemed necessary because of the role of finance in uneven sectoral 
development, as credit promoted speculative and luxury consumption impulses and as 
the skewed economy faced a crisis of overaccumulation. 
 This is all familiar terrain, as developed in C hapter One. But while this chapter has 
helped to assess the broad, overarching theory of overaccumulation, finance and uneven 
development, local details are extremely important and in some respects unique. For 
example, in both Southern Rhodesia and neighbouring South Africa, the early basis for 
renewed post-Depression growth was gold, stemming from international financial crisis 
and growing geopolitical strife which sent cautious investors in search of a metallic store 
of value. Yet as side effects of that great crisis, the two international banks continued to 
deny credit to Southern Rhodesia, and the British colonial Currency Board system 
unnecessarily transmitted and amplified global financial fluctuations to the local markets.  
 More generally, though, as in many semi-peripheral countries which then adopted an 
import substitution industrialisation strategy, the accompanying global trade slowdown 
permitted the emergence of manufacturing industry on a substantial scale in Southern 
Rhodesia, all the while supported and extended by state intervention. Such intervention 
reached a qualitatively new phase with the advent of ad hoc and not always well -
conceived financial regulation during the 1950s. Yet even as the role of the state evolved 
into larger tasks of macroeconomic management, the forces of internal and international 
funding flows were still capable of accentuating uneven development and 
overaccumulation in key sectors. 
 During this era many other countries ð especially semi-peripheral Commonwealth 
economies ð also witnessed financial deepening (Crick, 1965). There were similar state 
regulatory responses which, alongside monetary policy characterised by negative real 
interest rates, have subsequently been termed òfinancial repressionó (Burkett, 1987). 
Southern Rhodesiaõs uneven, unsustainable economic trajectory ensured that the rise of 
finance would be truncated more than in most Commonwealth settings. This helps 
explain why from an unsteady beginning, subsequent financial controls under the 
Rhodesian Front regime became perhaps the most rigid in the capitalist world. This in 
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turn was possible because instead of serving effectively to displace overaccumulated 
capital, the 1950s rise of finance generated serious contradictions. 
 For example, accompanying the cooling of credit creation from 1958 was a decline in 
the social power of finance relative to that of other forces ð in particular, white farmers 
and the now-threatened white working class, petty bourgeoisie and many in the civil 
service. Since this economic transition was occurring simultaneously with the crucial 
òwinds of changeó in colonial Africa, it meant that finance gave way neither to industrial 
power (which remained in a state of serious overaccumulation from 1960 until six years 
later) nor to a neo-colonial black petty bourgeoisie (as happened elsewhere on the 
continent), but instead to a state capitalism based on the interests of national agrarian 
capital and a lower- and middle -strata of whites. 
 The state capitalist outcome was more profound precisely because of the prior 
excesses of finance. During the period of Unilateral Declaration of Independence, the 
interventionist Rhodesian state unhesitatingly applied the liberalsõ technical leverage over 
the financial system (both exchange and credit controls, and soon, investment directives). 
And the state could build into that white nationalist alliance a fanaticism and ingenuity 
surprisingly capable of withstanding efforts by any liberal local or international capitalists 
(especially financial) that th reatened to undermine the project. As a result, there was very 
little subsequently that could be done to invoke meaningful financial sanctions against 
Rhodesia, or to encourage political change from within on the backs of liberal financiers. 
Finance was repressed in more ways than one. 
 But it would be a mistake to leave the subject of the economic crisis on essentially 
technical, regulatory matters. There was a much more substantive goal shared by liberal 
elements in the United Federal Party and their capitalist supporters (of both domestic and 
foreign origin):  to achieve a longer-term solution to Southern Rhodesiaõs crisis of 
overaccumulation, uneven sectoral development and growing political unrest. Yet 
financial interests so vital to the 1950s Partnership programme were ultimately the victim 
of their own successes in establishing greater breadth and depth in the financial system, 
and subsequently in drawing funds away from productive circuits during the late 1950s 
and early 1960s. At that stage, as discussed next, uneven development had reached 
extreme proportions and the failure of financial Partnership initiatives were that much 
more disheartening. Intercapitalist rivalry took a decidedly political form, and 
nationalisms naturally prospered.  
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 CHAPTER FOUR 
 
 FINANCE AND  
 UNEVEN DEVELOPMENT  
 IN CITY AND COUNTRYSIDE  
 
 
 
 
 
Introduction  
 
We observed in the last chapter that when pushed to the wall during the 1930s, Southern 
Rhodesiaõs ruling establishment ð in government, industry, mining, farming and 
commerce ð could partially alleviate uneven sectoral development even under conditions 
where financial sources were not particularly cooperative. But as the colony became 
reimmersed in circuits of international trade, investment and finance after World War II, 
it became much harder to continue along this route. The economyõs development became 
sectorally more uneven. 
 And while the rise of domestic finance may have displaced overaccumulation 
temporarily, it ultimately made the economic problems more difficult to resolve for the 
medium and long runs. Financial reforms and regulations which were identified in the 
1930s and 1940s ð but imposed only weakly during the 1950s and early 1960s ð proved 
impotent against more durable processes of capital accumulation. 
 In th is chapter we continue along this line of analysis, moving now from the impact of 
the changing financial system upon sectoral development, to relationships between 
finance and uneven geographical and indeed political development. This chapter, like the 
last, draws out evidence of finance and uneven development during the period from the 
Depression through the early 1960s. Here the three decade-long òKuznets cycleó can be 
measured by investment in property and by the ebb and flow of ill -considered credit 
schemes for black urban and rural residents. And here too, prospects for resolving 
Southern Rhodesiaõs socio-political crisis ð seemingly so promising during the economic 
expansion of the 1950s ð were shattered as overaccumulation crisis and financial 
devaluation heightened social tensions. 
 Many of those tensions reflected struggles over space. Several geographical outlets 
(spatial fixes) for overaccumulated capital became more pronounced and drew finance 
into new areas: a qualitative increase in commercial property investments in the centre of 
Salisbury, a tentative home ownership policy for black residents of townships and loans 
for black farmers, and resource conflicts between the different regions of Southern 
Rhodesia and also of the Central African Federation. Through the lens of finance, each 
source of uneven development will be examined in turn, followed by a glance at related 
political processes. 
 
Uneven property development 
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In Salisbury, Southern Rhodesiaõs major urban hub, a deluge of commercial office 
buildings arose impervious to the overcrowded, degraded housing which most of 
Salisburyõs residents suffered in. Entering the Central Business District (CBD), we 
encounter characteristics which led observers to easily remark, òSalisbury is essentially a 
modern city, and the CBD resembles that of many smaller American or South African 
cities, with multi -storeyed office blocks and modern architectural stylesó (Heath, 1990, 
33). The story behind this contradiction-laden urban form reflects many of the ways in 
which finance exacerbates uneven geographical development. 
 Dating to its emergence as the young colonyõs administrative centre at the turn of the 
century, Salisbury claimed a long track record of uneven investment patterns. òLarge 
areas in the neighbourhood of Salisbury lay dormant in the hands of speculators,ó 
according to A.J. Christopher. Some 40% of the CBD was controlled by just five 
companies, which purchased whole blocks in some cases and alternative stands in others, 
Christopher (1977, 16,18) indicates, òso as to control any development that might take 
place.ó Such concentrated control of land was attacked but not defeated by a municipal 
anti-speculation ordinance in 1914. Under conditions of tight land management and 
financial liquidity, Salisbu ry remained mired in the 1930s Depression, and by 1937 the 
annual value of building plans was still just £70,000, having dropped from a peak of 
£290,000 in 1931. 
 Subsequently, with immigrant artisans arriving and new factories opening, 
construction activi ty picked up dramatically. By the end of World War II, Salisbury 
claimed a white population of 17,000, and its geographical expansion eastward and 
northward catered well for the residential needs of the skilled immigrant male workers, 
with model urban plan ning designs copied from the United States (Wilson, 1980). There 
was strong financial support for the 1950s surge in suburban housing from building 
societies, which increased in number from two to twelve between 1948 and 1951 and were 
rewarded by soaring assets ð from £7.8 million in 1954 to £51.5 million in 1960 ð and 
average deposits of £82 per head by 1956, compared with £37 in British societies (Pearson 
and Taylor, 1963, 14; P&F, March 1957). 
 In addition, infrastructural investment also contributed to uneven property 
development. Roads, public works, water systems, railways, electricity, iron and steel and 
a national airline were all considered essential for the rapid expansion Southern 
Rhodesian policy-makers projected. Some of these projects relied on foreign funding 
because of the scope of capacity required to break into new spaces and sectors of the 
economy. The infrastructural loans were a relatively easy way to acquire foreign 
exchange, but at the expense of falling into a foreign debt trap as discussed in the last 
chapter. 
 As for the CBD, property investment was slower to take off, due to late 1940s 
restrictions on non-residential building, material shortages, and surveying delays. 
Moreover it was initially hard to know precisely where to invest, since the city centre was 
experiencing the geographical flexibility which is characteristic of immature property 
markets. From its 1890s origins in the Kopje district slightly southwest of the town centre, 
according to Smout (1971, 35), the Salisbury shopping district had migrated òmore than a 
kilometer and has resulted in a rather extensive and varied business area with an overall 
low density of buildings.ó But beginning in the early 1950s there arose a virtual forest of 
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major skyscrapers, and in particular a discernable financial district along the north side of 
the CBD (Bond, 1992b). 
 Imposing new £200,000-£500,000 modernist structures soon towered over the colonial 
architecture ð by twenty stories in one case ð and lured further opulent commercial 
proper ty investments by banks (Standard, Barclays and a spate of new market entrants), 
building societies (Beverley, Founders), finance houses (Syfrets) and insurance companies 
(SA National Life and Mutual, Southern Life, African Life, Pearl, Northern). And ther e 
were also several luxury buildings constructed for the newly centralised regional 
headquarters of the Central African Federationõs major multinational corporations (Anglo 
American, Lonrho, Roan Selection Trust). Indeed, international property speculators  ð 
Cable and Wireless, London bankers M. Samuel & Co., and Kenneth de Courcyõs 
Overseas Land Purchasing Trust ð also continued to acquire Salisbury stands for 
development as late as 1959. The valuation of Salisbury as a whole peaked at £117.6 
million in 19 60, comprising land worth £52.1 million and improvements worth £65.4 
million. Five years earlier, the land was valued at £40 million and improvements were just 
£37.5 million (P&F, April 1960). 
 But built as it was on a collapsing industrial base, the property bubble was destined to 
burst. The speculators quickly experienced declining demand and excess supplies of office 
space, shrinking rental revenues, higher financing charges as interest rates rose, and a few 
major defaults on mortgages (in de Courcyõs case, to a South African pension fund) (P&F, 
May 1959, August 1960, December 1961). Indeed as early as 1957, serious concern was 
being expressed about the new buildingsõ foundations: 
 
 The biggest single item of investment over the last few years of rapid 

development in Salisbury has been the purchase of central city property and 
the building of multi -storey shops and office blocks. With so much outside 
capital, as well as internal investment capital, being sunk in this type of 
property, many people are asking whether the provision of new offices is 
not being overdone (P&F, September 1957). 

 
Such concerns proved valid, as we see below. But in their early manifestations ð as wild 
fluctuations in building society funds during the late 1950s ð they did not shut o ff the 
supply of property investment funds but instead spurred financiers to explore certain 
other geographical routes to displace the excess liquidity. These were ultimately nowhere 
near as significant in magnitude as even one office block, but during the peak property 
speculation years, nevertheless, finance also found its way into black urban òlocationsó 
(townships) and even into rural credit programmes.  
 
Uneven township housing development 
 
As in formal apartheid towns, black people were forced by law t o reside in 
underdeveloped conditions to the south and west of the city of Salisbury, consistent with 
the direction of ill winds blowing through the industrial sites which lay between the black 
townships and the CBD. Even before attempts were launched to create a black middle 
class as a negotiating partner for Kenya-style neo-colonialism (the òPartnershipó 
programme of the 1950s), there was concern about the conditions of the urban workforce 
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by far-sighted politicians like Prime Minister Garfield Todd (1953 -58), based on their 
connections to fast-growing manufacturing industries which had recently suffered intense 
labour unrest (railroads in 1945 and a general strike in 1948). 
 òThe problem here,ó Arrighi (1973a, 361) observes, òwas the stabilisation of the 
proletariat, because the high rate of turnover associated with migratory labour retarded 
specialisation within the manufacturing sector.ó Of high priority among several 
Partnership initiatives aimed at overcoming the urban impermanence of the working 
class, was to encourage financiers to tear down traditional barriers to black housing or 
small business credit. As Davies and Dewar remark (1989, 48), òWhat was being achieved 
was the cooptation of a black property owning class which would favour stability and 
oppose resistance to the existing social order.ó 
 The financial circuit was required in the townships for another reason (Bond, 1993a). 
Industrial development had, by the late 1940s, reached the point at which companies 
could no longer expect to house workers on their own premises. Some 75,000 black 
people lived in Salisbury at this stage, of whom only 28,000 were housed in municipal 
housing, while another 17,000 were domestic servants living with their employers 
(Mafico, 1987, 7). Once prevented from urbanisation by pass laws, many more women 
and children (40% of the total population by the late 1950s) had now joined men in the 
townships, and the government oriented new housing development towards female and 
married accommodation.  
 Nevertheless, with a huge backlog developing and official rents still the same for 
single and married accommodation, the hated hostel system also persisted and families 
were forced to become lodgers in other households, which fostered petty intraclass and 
gender divisions within t he proletariat. Urbanised women were increasingly controlled 
by male relatives, and their sexual lives stringently regulated. Although there is evidence 
that patriarchy was also initially bolstered by specific state policies (Schmidt, 1991), 
Barnes (1992a, 588) argues that òrestricting the mobility of women had become an 
unworkable policy by the mid 1930só and a new framework consistent with the 
requirements of capital accumulation was needed (Barnes, 1992b). 
 Thus a more explicit urban-based reproduction of labour began to gain the support of 
state policy-makers. This was reflected in the fact that the spatial organisation of the 
township was now guided less by traditional apartheid administrative control and health -
related concerns, and more by addressing family, transport and industrial location 
problems. Rational spatial planning, the embedding of bourgeois social norms, and 
workplace -control methods were being perfected in many capitalist settings during the 
1950s. Southern Rhodesia was not immune, as the spatial question began to mesh with 
industrialistsõ evolving approach to black social and residential conduct. 
 The best hope was to match consumer demand with labour supply, which would 
have encouraged the local construction industry to provide an appro priately -priced 
housing product. Early on it seemed that sufficient buying power might emerge among 
black workers (who, all told, earned £20 million in the money economy in 1953) so that at 
least a privileged few might gain access to a nuclear family home through the market. The 
industrialistsõ congress unanimously adopted a resolution to this effect: òCongress 
recognises that there are today Africans who have reached a degree of education and 
culture far beyond the mass of their fellows and strongly urges that suitable land be made 
available within urban areas so that housing and recreational facilities can be provided by 
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private enterprise commensurate with the degree of advancement of this section of the 
populationó (Commerce, September 1953). 
 There were interesting prospects here for black housing to serve as a new route for 
capital accumulation. But meagre progress was made on this front, partly as a result, 
policy -makers hypothesised, of a lack of formal housing finance available to blacks prior 
to 1958. At £515 for a commercially-constructed four -roomed detached house in 1960 
(including separate meters for water and electricity), òThe total is quite beyond the 
normal capacity of an African to pay,ó noted Property and Finance (March 1960). Under 
such conditions, an emerging consensus in the late 1950s was that black urban buying 
power could only be augmented through credit.  
 The building societies played a crucial ideological role in the subsequent campaign to 
make homeowners out of black urban dwellers.  As political agitation by black militants 
reached new heights, a leading South African financier, Gordon Collins of UBS, 
emphasised to an international conference the role of building societies òin the 
development of the African and in the struggle against Communist influenceó (P&F, 
November 1962). Or as Clive Wright, leader of the Building Societies Association of 
Southern Rhodesia, put it: òA brief glance at the history books will show that wherever 
these institutions have been allowed to develop, social revolution has been gradual and 
has not taken a violent form. In fact, it is these countries which today form the major 
bulwark against the spread of communism. Home ownership is the priceless heritage and 
practical aim of most English -speaking peoples. Compare this with the teeming millions 
of the earthõs population who can never hope to achieve this objectó (P&F, March 1956). 
 For white immigrants, the building societies had extended certain European working -
class traditions which did indeed transfer wel l to Southern Rhodesia during the post-war 
era of economic expansion. Generous 90% government loan guarantees played a major 
role in the extension of property ownership, covering by 1962 more than 6,000 building 
society loans worth £23 million (Advisory Co mmittee, 1962, 389). 
 There was every expectation that simply extending this tradition into the black 
townships would solve the growing housing crisis. Through legislation arising from the 
1958 òPlewman Commissionó on Urban African Affairs, societies were empowered to 
offer, for the first time, mortgage bonds to blacks on residential or commercial properties 
carrying 99-year leasehold tenure. According to the Minister of Local Government and 
Housing, the target market for the new borrowing privileges would be òthe middle-lower 
income group and the upper -income groupó in townships outside Salisbury and 
Bulawayo: òWe have also encouraged banks to open branches there, and building 
societies have already commenced businessó (P&F, April 1958). 
 Although credit re strictions intervened in 1958, within a few months after their 
withdrawal cheaper money arrived, leading to higher expectations in financial circles that 
black housing finance would pick up where the white residential market was fading. As 
Property and Finance (August 1959) remarked, òThere is a great deal of surplus cash in the 
country... The building societies are anxious to stimulate as much as possible a building 
trade now very much in the doldrums; and in this stimulation, they have the sympathy of 
the Government. They are not unduly worried over the general fall in demand for bonds 
for European housing: as announced in the Southern Rhodesian Parliament, African 
home-ownership schemes will offer an outlet for their surplus funds, and demand from 
Asian and Coloured people is growing steadily.ó 
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 Another spur to the societies was the fact that the Salisbury City Council, which 
administered township accounts with Federal monies, failed to receive an £800,000 
Federal housing commitment in early 1960. The Council quickly lobbied for home -
ownership and private construction. The proposal to permit full black homeownership 
(not just the 99-year leases) coincided with increasingly hospitable money market 
conditions.  
 With a general slump in demand for credit stemmi ng from industrial overinvestment 
and the waning of the property boom in both CBD and white suburbs, building societies 
and institutional investors were indeed excessively liquid again, if only temporarily. As 
late as 1960, according to one account, the societies òwarmly welcomed the opportunity to 
invest embarrassingly-large surplus funds in Government -sponsored schemes for black 
housing, which came indeed as a blessing at a time when normal ôEuropeanõ demand for 
mortgages had fallen off steeplyó (P&F, March 1961). Such conditions may have 
generated optimism in Partnership policy -makers, who hoped that enlightened financiers 
could reduce the uneven urban development of Southern Rhodesiaõs racial capitalism. 
But as in the CBD, there were insurmountable contradictions, which will be explored 
shortly.  
 
Uneven rural development 
 
òWe do not want native peasants,ó Garfield Todd once told Parliament. òWe want the 
bulk of them working in the mines and farms and in the European areas and we could 
absorb them and their families.ó According to Arrighi (1973a, 362), underlying Toddõs 
programme was the need òto substitute an African agrarian bourgeoisie and proletariat 
for the peasantry.ó To this end the Native Land Husbandry Act of 1951 aimed to 
transform communal -owned land under the guidance of tribal chiefs into monetised land 
owned by more productive black farmers, partly in the name of conservation and as 
concern grew over the vast overcrowding of peasant lands (Roder, 1964; Ranger, 1985; 
Alexander, 1993; Phimister, 1986, 1993). Following a slow start to implementation in 1954, 
a £2 million World Bank loan in 1960 made possible expanded implementation of the Act, 
if only partially and temporarily.  
 Loan programmes for small commercial farmers ð invariably men ð were viewed as 
crucial to the commodification of the countryside. As the governmentõs Advisory 
Committee on Economic Resources (1962, 54) recommended, òAt the risk of being 
criticized for seemingly over -playing the theme of credit, we must once again state how 
much importance we place upon the provision of adequate, soundly administered credit 
for the stimulation of both the petty and the somewhat more expansive activities of the 
rural producer.ó 
 But all of this would be attempted in the context of intensifying rural crisis which was 
a consequence not only of informal expropriation of land, cattle and labour during the 
initial decades of colonial settlement, but of a variety of formal laws and regulations in 
subsequent years. In particular, the Land Apportionment  Act of 1930 stipulated that most 
Africans would live and farm in generally arid òReservesó or òTribal Trust Landsó (now 
known as òCommunal Areasó). People already forced into the Reserves in earlier cycles of 
dispossession experienced another round of cattle destocking in the 1930s and 1940s on a 
massive scale, as authorities purportedly concerned about soil erosion then resold many 
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of the stock to white farmers. Overcrowded villages and eroding fields were swelled by 
many further victims of displacement a s white commercial tobacco growers brought more 
land into cultivation (Palmer, 1977a, 1977b). 
 Official price controls, marketing systems and the naturally polarising tendencies of 
agricultural markets also intensified uneven rural development. òAfrican producersõ and 
consumersõ interests may differ considerably from those of their European counterparts,ó 
the Advisory Committee (1962, 276-279) pointed out diplomatically. òEuropeans are 
primarily interested in the highest quality and Africans in the lower qu ality produce and 
the needs of these two different markets may clash.ó Instances of price òmanipulation,ó 
for instance, were not òto the advantage either the most needy or the greatest number of 
producers and consumersó and entailed an òoften unjustified subsidisation of a small 
body of producers at the expense of the general body of consumers and taxpayers.ó 
 In addition, overproduction ð or what the Advisory Committee (1962, 187-189) 
termed òunder-consumption of the higher value produceó ð continually thr eatened the 
local agricultural markets, especially in maize, potatoes, vegetables, pigs, milk, munga, 
sorghum and rupoko. In response, white farmers took advantage of subsidies, credit and 
marketing support to diversify, especially into tobacco. This is re flected in the steady rise 
of white farmersõ gross output from Ã23.4 million in 1954 to Ã41.5 million in 1961, whereas 
over the same period the value of all black farmersõ production for own consumption 
increased from £14.7 million to £10.4 million, but fo r the market from just £3.7 million to 
£4 million (Pearson and Taylor, 1963, 20). 
 Much of the structural unevenness was rooted in land inequality. Having allocated 
and restricted the purchase of the better two-thirds of Southern Rhodesiaõs land to whites 
alone (of which there were 7,000 commercial farmers by the late 1950s), the Land 
Apportionment Act provided a small number of black farmers (6,500 by the late 1950s) 
with protection from white competition on another 7% of the land, termed òAfrican 
Purchase Areasó (now òsmall-scale commercial farmingó areas) (Weinrich, 1975). Here 
modern accumulation ð production for the market and individualised ownership ð 
ultimately evolved so as to co-exist with a traditional mode which entailed shared wealth, 
cooperation among farmers in crop production, polygamy and large families, all 
legitimised by religious ideology.  
 The hybrid system encouraged men to use òselected aspects of traditional 
entrepreneurship in order to accumulate without becoming subject to any redist ribution 
of their accumulated capital,ó according to Angela Cheater (1984, xv). As a result, 
Purchase Area farmers began to view themselves as having much closer interests to white 
commercial farmers than to black peasants. This class differentiation process affected 
struggles over credit during the 1950s, leaving many aspirant Purchase Area farmers 
dissatisfied with what was on offer from the government and private sector sources.  
 From the 1950s, credit was seen as a means by which leading Purchase Area farmers 
could be drawn into selective market processes, since their land could be put up as 
collateral. As early as the 1930s, credit-linked irrigation programmes in the Reserves were 
established, relying upon repayments through deductions from produce sale s. In 1947 the 
Chief Native Commissioner persuaded Parliament to pass legislation enabling Purchase 
Area farmers to formally borrow from the state Land and Agriculture Bank. This suited 
the Purchase Area farmers, as it heightened the latterõs distinction from the African 
peasantry in the Reserves. 
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 But loans to black farmers would always be far smaller (at roughly £50 each) than 
those received by the 80% of white farmers who borrowed from the Land Bank, and this 
was a source of continual complaint at African Farmersõ Union (AFU) congresses. 
Government officials had to be careful not to provoke white resistance to the new Land 
Bank loans, since òCredit for capitalization of farming was a critical issue to settler racism, 
in ways that registration of title and  marketing were not,ó as Cheater (1984, 167) records. 
Bringing such loans into racial parity would have òcreated competition with whites for 
essentially limited resources, and embittered those whites who lost out in the 
competition. It would also have been  interpreted, among the white electorate, as a public 
commitment to black advancement.ó 
 By the 1950s, however, as Southern Rhodesiaõs financial markets burgeoned, the rural 
credit system began to open slightly (Yudelman, 1964, 158). The Native (later African) 
Development Fund, a new state agency funded (until 1979) through a 10% tax on all 
goods marketed by black farmers, began to improve Reserve and Purchase Area 
infrastructure, although in a manner so non -transparent and so duplicative of envisaged 
government expenditure that the Advisory Committee called for its abolition in 1962. The 
Development Fund granted credit to groups of small farmers who belonged to 
government-registered African Cooperative Societies, which administered the loans. 
 However, as happened in other cases where finance is introduced in a non-organic 
manner, its modalities would initially exacerbate ð not dampen ð unevenness between 
white commercial and black Purchase Area farmers. Through their organisation, the AFU, 
Purchase Area farmers struggled for many years to enjoy similar institutional support as 
had been won by the white Rhodesian National Farmersõ Union in the 1920s and 1930s. 
The AFU opposed certain Development Fund policies, such as lending only through the 
cooperatives (which again differentiated Purchase Areas from the white farms). And a 
1959 AFU conference resolution insisted that Purchase Area farmers would no longer pay 
the 10% tax, since white farmers did not pay such a levy in exchange for their credit. 
When this was rejected by government, loan repayment levels declined significantly 
(Cheater, 1984, 167; Whitsun Foundation, 1980, 35). 
 Nevertheless, in the wake of enabling legislation passed in 1956, the registered 
cooperatives deemed capable of on-lending mushroomed  from just two representing 187 
farmers, to 52 in 1962 representing 4,500 farmers (roughly 1% of the total small farmer 
population). With cooperatives proliferating, in part through US government credit 
support, the Development Fund loan programme also exp anded, from £5,000 in 1958/59 
to £40,000 in 1961/62. This was still a minuscule amount, but in 1964, following Advisory 
Committee recommendations, an Agricultural Loan Fund (ALF) was established, and 
within two years a further £600,000 in funds were availa ble not only for cooperatives, but 
also individual farmers vetted by their District Commissioner.  
 In addition, private sector sources of funds began to materialise. Lay-bye credit was 
extended to small farmers by larger numbers of suppliers and manufactur ers. 
Cooperatives borrowed £75,000 from suppliers in 1962, mainly for maize and groundnut 
inputs. And the African Loan and Development Company (ALDC) was founded in 1961 
by 26 companies, including mining houses, fertilizer companies and banks, and initiall y 
collected loan repayments to a small elite of Purchase Areas farmers easily. The ALDCõs 
capital was £250,000, with working funds drawn from the banks and guaranteed by the 
government (Sowelem, 1967, 193). Unhappily for black farmers, the private sector fund 
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charged higher interest rates than were available to white farm borrowers (and than were 
charged by the Development Fund and ALF). For example, the 1970s government rate for 
white farmers was 6.5%, while the ALDCõs not-for-profit successor ð whose 
administrative costs were roughly 15% of each loan ð charged 10% to black farmers, and 
as high as 15% for short-term credit for cattle purchases (Whitsun Foundation, 1980, 
40,44). 
 Ultimately, though, even sharply differential rates would not be sufficient to make up 
for what became a rash of defaults which, as we see below, threatened not only the 
viability of the main private loan fund but also the legitimacy of the Rhodesian Front 
governmentõs bureaucratic personnel and hence its small farmer co-option strat egy. 
 
Uneven regional development 
 
Policy-makers tackling urban and rural underdevelopment through credit during the 
1950s expansion also turned their attention to achieving better-balanced economic 
expansion within Southern Rhodesia as well as with neighbouring countries. But there 
quickly emerged substantial controversy over which regions would receive 
infrastructural, commercial and industrial investments. And as uneven regional 
development became a more obvious phenomenon during the 1950s, financiers were 
again criticised for magnifying already -divergent patterns of investment between 
Salisbury and smaller towns. At a 1955 national congress, business leaders from outlying 
areas arguing (unsuccessfully) for a decentralisation policy even insisted that òAn 
Industrial Bank is needed to help new industries in small townsó (Commerce, September 
1955). 
 Such concerns corresponded to international trends. òMuted during the Great 
Depression and in the immediate post-war period, the regional question took on new 
importance in the 1950s,ó according to Soja (1989, 167-168), though in most countries, 
òAwareness of the countervailing spatial strategies of capital was minimal.ó Yet in 
Southern Rhodesia those in the regional hinterlands expressed awareness and a general 
dissatisfaction with the geographical distribution of credit. According to Property and 
Finance (March 1960), òThere was often ôloose talkõ that building societies took money 
from the smaller centres for investment in Salisbury.ó32 
 Under such competitive and hotly -contested internal conditions, one obvious way for 
authorities to sustain accumulation and encourage foreign investment in the Southern 
Rhodesian economy was a geographical reorganisation far more profound than 
introspective regional decentralisati on: the merger of Northern Rhodesia (Zambia), 
Nyasaland (Malawi) and Southern Rhodesia from 1953-63 in a òFederation of Rhodesia 
and Nyasaland.ó Aside from the visionary official propaganda (Phillips, 1960), many 
Southern Rhodesian whites approved of the Central African Federation in order to delay 
the transition of the two northern colonies ð with their fewer white settlers and relatively 
more powerful nationalist movements ð to majority rule (Keatley, 1963). Remarked Peter 
Joyce (1974, 77) in his biography of a then-emerging opposition politician (Ian Smith), 
òNorthern Rhodesia and Nyasaland could, in effect, serve as firebreaks. Godfrey 
                     

32. It was not, however, until 1976 that a full -fledged regional decentralisation policy was adopted (Heath, 
1990), although as early as April 1952 Commerce was reporting, myopically, on òDecentralization as the 
Answer  to the Problems of our Big Cities.ó 
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Huggins, father of the Federation, very probably took Ian Smith aside and explained all 
this.ó (Smith subsequently dropped his resistance to Federation, which had been based on 
fear of an increased British role in the region.) Likewise a generation of black nationalists 
aggressively opposed Federation. 
 But another powerful impetus behind the Federationõs establishment was Hugginsõ 
desire to expand the protected manufacturing market for his supportersõ commercial gain 
(as for Smith, notes Joyce [1974, 76], òthe economic possibilities of the federal arrangement 
would naturally have appealed to himó). According to Murray (1970, 193), òThe goal of a 
closer association between Southern Rhodesia and the colonies to the north was shared by 
the Federated Chambers of Commerce and the United Party government, and it was this 
which, despite periodic crises, attached the Federated Chamber to the government.ó As 
Gann and Gelfand (1964, 227) report, òThe wealthier strata, businessmen with their eyes 
turned towards northern markets, the bulk of the press, the mining companies and 
financial concerns backed Federation in the same way as they once advocated Southern 
Rhodesiaõs joining South Africa,ó notwithstanding the costs to the mining companies, 
which bore the brunt of Federation financing through stiff taxes on the copper mines.  
 No matter what class alliances ultimately supported Federati on, ultimately there was 
a deeper economic drive behind the extension of capital northwards, Phimister (1988a, 
298) explains: òWith no capital goods sector to speak of, and largely restricted to food 
processing and the manufacture of light consumer goods, Southern Rhodesian industryõs 
capacity for autonomous development was severely compromised... If the market could 
not be readily deepened, however, it could at least be widened.ó And indeed Southern 
Rhodesiaõs manufacturers increased their output by 90% from 1954 through 1961, partly 
on the basis of the economies of scale and new markets that Federation permitted. 
 Conversely, however, Federation strengthened Salisbury and Bulawayo 
manufacturers at the expense of Northern Rhodesia and Nyasaland, whose òrates of 
growth of manufacturing industry have been less than they would have been had there 
been no Federation,ó according to Pearson and Taylor (1963, 16-19). There were few 
improvements in trade from Northern Rhodesia and Nyasaland southwards (Stoneman, 
1982, 279). Moreover, Southern Rhodesia benefitted immensely from the transfer of 
headquarters (and hence profit repatriation) of numerous firms that extracted resources 
from Northern Rhodesia and Nyasaland. To underscore Salisburyõs new importance, the 
prima ry multinational corporations active in the Federation transferred their registration 
from London to Salisbury in search of lower tax rates.  
 This was matched in the public sector by a concentration of major Federation 
infrastructural projects in Southern Rhodesia, paid for ultimately through appropriation 
of taxes on Northern Rhodesian mines. The location in Salisbury of Federation functions 
as diverse as armed services and the new BRN exacerbated the surplus drain. Workers 
from the northern territories al so migrated at a much faster rate ð and many permanently 
ð to Southern Rhodesiaõs mines, farms and factories, importing whatever meagre 
resources they had accumulated. 
 Moreover, Pearson and Taylor (1963, 9) point out that the Federationõs expanded 
propert y and infrastructure investments not only accentuated uneven development 
because they were overwhelmingly geared to the interests of big mining and financial 
capital, but also because of their temporal characteristics:  
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 An inordinately high proportion ha s been invested in those assets whose 
income-producing potential is either intrinsically low, such as office 
buildings, or into types of investment whose income -producing potential 
cannot be realised until a very long time has elapsed. An example of this 
latter type is the Kariba hydro -electric scheme. It is open to question 
whether, in an underdeveloped country like the Federation, attention 
should be concentrated on those types of investment which can be expected 
to yield fairly quick returns, or upon tho se types of investment which are 
unlikely to prove to be real economic assets until some very considerable 
time in the future.  

 
In sum, nearly all facets of regional geographical change increased the biases towards 
centralisation as opposed to decentralisation. Uneven Central African development 
therefore intensified at the same time that the spatial solution which Federation had 
seemed to represent was reaching its limits. Southern Rhodesiaõs industrial economy was 
essentially extended ð widened, as Phimister put it ð in the process, rather than deepening 
into one more balanced between various sectors (which would have to wait until 
sanctions compelled a revival and transformation of fixed investment). 33 
 Thus as the 1950s financial innovations also ran out of steam, neither the temporal nor 
geographical expansion of investment served as a basis for renewed or better-balanced 
capital accumulation, as reflected in the ultimate failure of those investments to achieve 
lasting returns through the reorganised citi es and countryside, and through development 
ventures at regional and even Central African scales. 
 
The collapse of property 
 
It was inevitable that overextended financial assets and the geographically-diverse 
investments which they represented would crash in the early 1960s. As overaccumulation 
worsened from 1957 onwards, the withdrawal of foreign accounts and the consequent 
crisis in liquidity served as catalysts for quite severe financial devaluation, as noted in 
Chapter Three. 
 Several building societies and hire purchase firms closed their doors forever, in part 
because many of the 56,000 whites who fled Southern Rhodesia from 1961-64 
(representing a 10% net white emigration) simply walked away from their homes and 
debts. And as manufacturing growth pete red out, the property slowdown of 1958 -59 
turned into a severe slump. The number of mortgage bonds granted in Southern Rhodesia 
(virtually all in commercial and white residential areas) dropped from a peak of 7,654 in 
1957 to 6,846 in 1959 and then plummeted to 3,048 in 1961 (Central Statistical Office, 
Bulletin of Statistics). The value of new housing construction across Southern Rhodesia fell 
from £16 million in 1956 to £1.3 million in 1962. From 1958 to 1964, the annual value of 
new commercial buildings planned fell from £12 million to £2 million. Whereas from 1955 
to 1960, 26 suburban shopping centres were established in Salisbury (about half the 
cumulative total to that point), in the subsequent five years just two more were built 
                     

33. Contemporary critiques of the Federation were legion, partly on economic but mainly on political 
grounds. In addition to those cited above, see Clegg (1960), Creighton (1960), Franck (1960), Phillips (1960), 
Sanger (1960), and Franklin (1963). 
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(Smout, 1977, 73). The total value of new building plans passed by municipalities and 
peri-urban areas fell from a peak of £22 million in 1957 to just £8 million in 1961 (Advisory 
Committee, 1962, 357). 
 Retrospectively, considered Property and Finance (April 1962), òThe property boom 
was due chiefly to transfers of big blocks of land for [white] township development and 
subsequent heavy sales of plots, and to speculation in city centre property.ó The slowing 
of new immigration from 1957 and the uneven ebb and flows of mortgage bond 
availability affected the first factor, while CBD buildings coming on line found the 
oversupply problem treacherous. Noting critically that during the latter 1950s more than 
half of all Federation fixed capital formation was in òbuilding and works,ó the 
governmentõs Advisory Committee (1962, 15) remarked, 
 
 We can only conclude that substantial capital outlays have been on forward-

looking or grandiose projects, which either only promise a return in the 
distant future or yield, at best, a low return bec ause of the wasteful 
character of the investment... In a hectic investment boom, when incomes 
are growing rapidly, it is inevitable that scarce capital resources should 
frequently be misdirected, or that surplus capacity should emerge because 
of the failur e of the economy to grow at some anticipated rate. This is 
undoubtedly the situation in Southern Rhodesia, which today possesses an 
agglomeration of buildings, merchanting, retailing, banking, power and 
other productive facilities constructed to meet the d emands of a 
substantially larger volume of activity.  

 
The larger volume of economic activity might conceivably have emerged, had Southern 
Rhodesiaõs social structure evolved according to the Partnership plans of the 1950s 
liberals, including not only new u rban and rural property relations, but a limited black 
franchise, education of a black elite, and improved labour relations (Holderness, 1985). 
However, the real agenda of the United Federal Party and of large-scale capital in 
Southern Rhodesia was revealed in a famous pronouncement by Central African 
Federation Prime Minister Huggins:  òPartnership between black and white is the 
partnership between horse and rider.ó 
 With Southern Rhodesia Prime Minister Toddõs 1958 ouster by his partyõs more 
conservative wing, even Partnership languished. The United Federal Partyõs failure to 
convert significant portions of small farmers and proletarians into an aspirant black 
middle class was evident in the rural areas ð where Todd had dreamed naively of 
transforming each peasant into a commercial producer ð and also in the townships, where 
the grand visions of homeownership faded quickly. As just one reflection of the mixed 
signals, the Salisbury central business district was cleansed of black businesses 
throughout the pos t-war period (West, 1993). 
 But underlying Partnershipõs political failure of nerve, which is discussed in more 
detail below, were deep-rooted economic contradictions. Some reflect the essential 
requirement that overaccumulated capital fall victim to deval uation prior to the 
resumption of a new round of vigorous capital accumulation. In Southern Rhodesiaõs 
case, this lasted more than seven years, as growth only resumed in earnest in 1966. Other 
economic contradictions, Arrighi (1973a, 364) argues, stemmed from powerful 
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òcentrifugal reactionsó that inter-racial competition provoked amongst reactionary 
whites. 
 Still other economic contradictions which surfaced in the early 1960s are emblematic 
of the dangers of debt as a device for alleviating uneven development. To illustrate, it is 
worth considering in detail the outcome of both township housing reforms and the rural 
credit programmes, for each not only contributed to the broader socio -economic crisis of 
the early 1960s, but also materialised again in the 1980s. 
 
The false hope of township housing bonds 
 
Notwithstanding the early availability of township housing finance and the enthusiasm 
with which the Plewman Commission and others suggested it be deployed, Partnership 
failed in the sphere of urban housing d ue to a combination of volatile liquidity and 
limited buying power. From government, there was a diminishing commitment to 
addressing these forms of market failure, and as economic growth slowed, state subsidies 
were reduced. Direct expenditure on housing by the Southern Rhodesian government fell 
from a peak of £1.8 million in 1956/57 to just £375,000 in each of the following two years. 
Even local government found itself facing shortfalls of external finance during these 
crucial years, as loans raised by municipalities shrunk from £5 million in 1956/57 to £3 
million the next year, with even lower amounts registered during the early 1960s 
(Advisory Committee, 1962, 84). 
 The barrier of insufficient buying power bedevils capitalist housing markets across 
the world. One related problem in Southern Rhodesia was that building societies 
themselves contributed to the relatively high cost of urban housing ð due in large part to 
racial bars protecting whites in the powerful building trades ð by refusing to grant bonds  
on houses constructed by black workers (P&F, April 1961). (The number of registered 
black carpenters had risen from 456 in 1945 to 937 in 1955, before falling back to fewer 
than 900 in the subsequent decade; the number of registered black builders and painters 
also leveled off after rapid increases between 1945 and 1955; only brickmakers continued 
to tap an expanding market through the early 1960s [West, 1990, 266].) The head of the 
Salisbury Master Buildersõ Association persuaded government to shut down a site-and-
service programme under which blacks could build their own shack -houses for £60 each: 
òI told the Minister that he dared not go ahead with the scheme, otherwise it would cost 
him his post and also create such slums in this country that we would n ever overcome the 
thing he had builtó (P&F, August 1962). 
 Regardless of such interventions, the market for housing was surprisingly small. In 
1960, of approximately 200,000 black residents of Salisbury (and 141,000 in Bulawayo), the 
Plewman Commission reforms would affect a tiny class of blacks: òa virtually ôEuropeanõ 
suburb will be established for those who, like people of all races, wish to get away from 
the hoi-polloi,ó Property and Finance (November 1960) announced. òAfricans will also be 
able to obtain freehold title to land, a provision of great psychological importance.ó 
 In reality, Southern Rhodesiaõs urban workers were so severely underpaid that the 
normal operations of business societies just could not apply. A government survey 
conducted in 1963 and 1964 found that the tiny classes of black òprofessional, technical 
and related workersó (3% of the population) and òadministrative, executive and 
managerial workersó (0.4%) earned Ã25 per month, while clerical workers (6%) received 



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  

 

 
 

 76 

£21. This proved an insufficient basis for a substantive homeowning population, given 
that average monthly household expenditures amounted to £18.9 as against average 
monthly income of £19.4. Household overcrowding was the rule, and rural -urban 
migratory patterns continued to exert a heavy influence, so that disposable income 
quickly disappeared. Indeed, the òhoi-polloió were distributed everywhere, and average 
household incomes in the different Salisbury townships were remarkably consistent, 
varying by not more than 8% from  the òeliteó Mufakose to the older ghetto of Highfield 
(CSO, 1965, 7-11). 
 As a result of the effective demand constraints, Brian Raftopoulos (1993, 87) observes, 
òThe inability of the Southern Rhodesia economy to stabilise broadly the reproduction of 
labour in the cities provided a general environment of instability for the urban 
population.ó Doing business in an urban space ð the townships ð where politics were 
getting hotter while buying power remained cool, was not what the comfortable Salisbury 
financiers had in mind. The recession, rising unemployment and dreadful living 
conditions formed an economic terrain which easily cultivated discontent, such as the 
òZhii Riotsó sparked in July 1960 by the arrest of three nationalist leaders (Bhebe, 1989, 
77). In reaction, and characteristic of the ruling United Federal Partyõs degeneration, all 
political meetings were banned for three months, following which a Vagrancy Act was 
passed to prohibit the presence in towns of unemployed blacks (hundreds of people were 
arrested and deported in its first few days of implementation). In the wake of an earlier 
(1957) banning of the African National Congress, its successors the National Democratic 
Party and the Zimbabwe African Peopleõs Union (ZAPU) were sufficiently threatening as 
to attract bans in 1961 and 1962. Then, in the wake of the Rhodesian Frontõs introduction 
of school fees in 1963, urban protest exploded. By August 1964, the Peopleõs Caretaker 
Council of ZAPU and the more militant, breakaway Zimbabwe African Natio nal Union 
(founded in 1963) were finally banned for good and their leaders ð Nkomo, Sithole, 
Mugabe and many others ð jailed for many years by the Southern Rhodesiaõs new 
premier, Ian Smith. 
 Given the lack of business opportunities in the stagnant Southern Rhodesian 
economy, one result of intensified political dissent was another dramatic surge of capital 
flight, which hit the building societiesõ foreign deposit accounts very hard. òAs in many 
businesses, [societiesõ] policies have been based largely on boom conditions and on a 
ôskyõs the limitõ psychology which encouraged overextension of activity and put no 
premium on efficiency or shrewd operation,ó commented Property and Finance in March 
1961. As financial devaluation intensified, the societiesõ attempts to draw blacks into their 
circuit of capital waned, and, notwithstanding the financiersõ generally liberal instincts, 
this contributed to the sense of resignation about broader prospects for a modernising, 
neo-colonial solution to Southern Rhodesiaõs political crisis. 
 The mismatch beyond growing needs, raised expectations and generally shrinking 
government resources allocated to fulfilling them during the last years of the Partnership 
era precluded a state solution. Ironically, during the period financia l capital was most 
liquid and urbanisation was most geared to the expansion of industry ð and hence the 
period that greatest resources existed for housing provision ð the opportunity for 
developing a partnership between state and capital capable of incorporating as junior 
partners urban blacks otherwise susceptible to radical nationalist agitation, was lost. This 
failure was also obvious in another area, small farmer credit. 
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Defaults on small farm debt  
 
By the early 1960s, new contradictions in the rural Partnership strategy emerged. The 
imposition of individual titles on communally -grazed land in accordance with the Native 
Land Husbandry Act was creating further rural differentiation, and meeting stiff 
resistance from peasants residing in the roughly 40% of Reserves where by 1961 the Act 
had been at least partially implemented (Duggan, 1980; Ranger, 1985; Alexander, 1993; 
Phimister, 1993). And with the rise of tobacco as Southern Rhodesiaõs major export, the 
interests of white farmers shifted away from inte rnal markets, which further undercut 
attempts at cross-racial class alliance by AFU leaders like Aaron Jacha (who also, in 1934, 
had founded the African National Congress). The broader economic crisis of the early 
1960s was also felt in rural areas. The total number of cattle held by Reserve farmers 
actually declined between the years 1954 and 1966, from 1.9 million to 1.7 million, while 
white -owned cattle increased from 1.2 million to 1.7 million. And there were poor rainy 
seasons from 1963-65, just as small farm credit programmes began attracting increased 
government funding support.  
 Moreover, without radical improvements in the basic production and marketing 
conditions faced by black farmers, the infusion of credit would neither raise the 
competitive standing of black farmers in relation to whites, nor achieve sustainability (in 
the form of regular repayments) on its own terms. Before long, increasing numbers of 
defaults ð particularly by rural traders ð began to affect the books of the formerly-
profitabl e ALDC (P&F, September 1964, October 1964). Tail between legs, over a two year 
period the ALDC requested and finally received a £166,000 bail-out from Oxfam, but on 
the condition it transform into a non -profit trust (Whitsun Foundation, 1980, 39).  
 By 1964, £500,000 in unpaid loans were outstanding from various programmes, and 
nearly 10,000 individual peasants were in arrears to the government African Loan Fund 
(Ndlela, 1981, 145). òCooperative officers spent an increasing proportion of their time as 
debt collectors to the detriment of their other cooperative functions,ó the Whitsun 
Foundation (1980, 36,29), a strong proponent of small farm credit, observed wistfully: 
 
 A number of organisations had offered facilities without adequate supervision 

or knowledg e of peasant farming conditions and experienced severe losses, 
resulting in either their closure or the withdrawal of their credit schemes... 
Loans would appear to have been issued fairly liberally and without 
adequate recovery plans... The poor level of repayments almost brought the 
demise of the cooperative movement as it became heavily indebted to the 
Agricultural Loan Fund. With the problems facing the Fund and the 
Cooperative Movement, Government decided that both should be 
transferred to the Ministry of Internal Affairs.  

 
This administrative home reflected the political/control functions of credit (Internal 
Affairs had many policing functions), although agricultural lending was subsequently 
centralised when the Agricultural Finance Corporation was foun ded to replace the Land 
Bank in 1971. By then the failure of rural finance had generated, even amongst technicist 
bureaucrats, a ògrowing realisation in many quarters that the assumption of credit by 
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individual Reserve farmers is a non-essential prerequisite for agricultural advancement,ó 
as Ndlela (1981, 135) put it. But this realisation faded away at independence, as Chapter 
Ten shows, when credit was utilised again to tackle agricultural underdevelopment, in a 
manner again geared to market processes. However, in spite of rather more legitimate 
government-sourced finance, the result was an even higher, not lower, rate of small 
farmer default.  
 
The rise and fall of indigenous finance 
 
Blacks were not merely on the receiving end of credit. The failure of for mal financial 
institutions to penetrate the urban and rural markets compelled another strategy:  
promotion of indigenous savings and credit systems, especially through a òfriendly 
societyó movement which came to the notice of the capitalist press in the late 1950s, and 
which by the early 1960s was òaccounting for an increasing amount of African savingsó 
(P&F, April 1961). 
 Such savings were not insignificant, for by 1930 over 2,000 African men, and 117 
women, had opened savings accounts through the Post Office Savings Bank (Barnes, 
1992b, 22) and by 1954 black savers accounted for nearly half the accounts. The post office 
was popular, recounts Barber (1961, 165), because òThe commercial banks have not 
always welcomed accounts by Africans. The earlier reluctance of the commercial banks to 
accept African accounts is now, however, breaking down.ó By 1963, the banks registered 
15% of their fixed and savings deposits from blacks. (Other long-standing forms of 
grassroots savings, such as burial societies and stokvels, are discussed in Chapter Ten.) 
 But on the credit side, the market remained highly uneven; in spite of holding £3.6 
million in deposits with the banks, blacks received less than £100,000 in advances 
(Sowelem, 1967, 57). In contrast, their access to trading credit had been impressive, and, 
according to Michael West (1990, 290), òthe primary reason for the huge expansion in the 
number of African general dealers in the postwar years was the ease with which 
wholesalers now gave credit to budding African trad ers.ó There was an òastoundingó 
amount of credit circulating, complained the Chief Native Commissioner, and òIt can well 
be imagined that the number of civil claims against Native storekeepers is on the 
increase.ó 
 But even the well-established petty bourgeoisie became increasingly thwarted in the 
search for credit. Although in 1956 the Southern Rhodesian African Chamber of 
Commerce claimed 150 paid-up members ð shopkeepers, eating-house owners, pedlars, 
carpenters, shoe makers, traders and transport operators ð there was ultimately very little 
financing available to get major projects off the ground (white control of business credit 
was airtight).  
 Thus the friendly societies were meant to fill a market vacuum, beginning with small 
household loans (such as funeral expenses) and moving on, perhaps, to bigger financial 
projects, as the young Afrikaner financial elite were in the process of proving in South 
Africa (OõMeara, 1983). One black politician claimed of his Central African Mutual 
Association, òThe Association has demonstrated beyond all doubt that the African can 
discharge financial responsibilities without constant European supervisionó (P&F, 
December 1960). Thanks to the fact it was chaired briefly by the countryõs leading 
nationalist, Joshua Nkomo, Central African Mutual was able to quickly raise £50,000 in 
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deposits. But after three years of operations it had lost more than 60% of the funds, which 
were purportedly aimed at providing credit for funeral expenses and other small loans. 
òAdministrationó costs accounted for Ã11,000 in the societyõs first year of operation, 1958-
59. By 1962, Nkomo denied any connection with the Association (P&F, May 1962, July 
1962). 
 Nkomo had also been chair of the Bulawayo-based Bantu Cooperative Society in the 
late 1950s. The BCS was founded in 1938, but according to West (1990, 285), òPerhaps in 
part because of a lack of sound business practice on the part of its managersó (who were 
òadvisedó by two whites), had ònot lived up to its envisaged role as a major vehicle of 
African capital accumulation.ó 
 Leading white liberal businesspeople were drawn into the black self -financing 
schemes, to their ultimate discomfit. Former Prime Minister Todd and B.S. Higgs (a high -
profile white businessperson) were embarrassed by the 1964 failure of a black retail group 
managed by the latter ð the United Consumerõs Cooperative Society ð which lasted just 
four months. It was chaired by Leopold Takawira and included on its board notables such 
as Rev. Ndabaningi Sithole, J.T. Malulke and the wife of the leading doctor Samuel 
Parirenyatwa (P&F, June 1963, March 1964). Earlier, in 1960, the managing director of 
Provident Assurance had helped establish the First African Friendly Society, which 
occupied what were considered òluxuriousó offices in a converted warehouse in Sinoia 
Street. The societyõs trustees included Nathan Shamuyarira (then Editor-in Chief of 
African Newspapers Ltd, later Zimbabweõs Foreign Minister), the prominent medical 
doctor E.M. Pswarayi, and the well -known journalist Stanlak e Samkange. As Property and 
Finance (July 1962) reported, òThese offices were closed without warning in March 1961, 
and numbers of Africans wishing to transact business were somewhat disconcerted to 
find the doors locked.ó 
 Such failures led to highly -restrictive, paternalistic regulation of friendly societies in 
1962: òIn view of the average Africanõs ignorance of financial affairs, and of his probable 
gullibility when faced with highly -coloured ôsalesmanship,õ mismanagement, 
misappropriation and misrepres entation are the three risks which the Bill seeks primarily 
to controló (P&F, October 1962). In several high-profile court cases, black financiers were 
convicted of fraud and mismanagement.  
 Unfazed, leaders like Nkomo, Herbert Chitepo and Kenneth Kaunda ( of Northern 
Rhodesia) looked to even greater financial challenges in the Federation in 1961, but 
framed them in a careful political light. A Conservative member of Britainõs Parliament, 
John Foster, lauded òthe Bank of Africa Project, to which great importance is attached by 
African leaders, who regard its establishment as a useful counter to possible nationalist 
demands for the expropriation of European assets when the Africans attain political 
power... African realisation of the importance of a sound bank ing system, would 
influence British investors who fear expropriation.ó Foster warned that òif British bankers 
refused to finance the project, black political leaders would look elsewhere.ó 
Notwithstanding such faraway rational calculation, local reports by  Property and Finance 
(December 1961) undercut the viability of an indigenous black financial venture:  òThe 
City of London has cold -shouldered the Bank of Africa, thus showing itself impervious to 
extravagant aspirations or veiled blackmail.ó Subsequent efforts to get black financial 
institutions off the ground under Rhodesian Front rule failed (Chimombe, 1983, 78). As 
discussed in Chapter Seven, bias by white-controlled financial institutions met by 
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indigenous banking myth -making and mishaps, continued wel l into the post -
independence era. 
 
Finance and uneven political development 
 
In the last chapter we observed evidence of economic imbalances, overaccumulation 
crisis, and the rise of finance. We have so far reviewed several related economic processes 
in th is chapter, including the excessive speculative binge of property speculation, the 
failure of formal and indigenous finance to take root and prosper in underdeveloped 
urban and rural areas during the post -war era, and the economic limits of the Central 
Afr ican Federation. While all of these developments were accentuated by financial market 
malfunctions, there were certainly crucial social and political factors working against 
Partnership, including higher levels of white opposition, black rural resistance, 
urbanisation, and labour market inflexibility than planners had anticipated (Cliffe, 1981, 
18). 
 There are interesting political implications of the failed 1950s reforms, in relation, 
first, to the capabilities and limits of local financiers under these ch anging conditions; 
second, to the nature of the black nationalist movement that began to emerge as a potent 
force in many areas of Southern Rhodesia; and third, to white reaction, observed through 
intercapitalist competition over policy objectives, intercl ass alliances opposed to black 
advancement, and the Rhodesian Frontõs disregard for geopolitical processes established 
at superpower level. 
 First, financiers faced a qualitatively new level of political pressure, and in a period of 
declining profitability  and devaluation of assets, they reacted without a coherent plan. For 
example, the fact that by the early 1960s the hoped-for geographical solution in Central 
Africa was petering out left Southern Rhodesian financiers fretting over the emerging 
constitutio nal transformation. Of enormous concern was the impact of the break-up of 
Federation on the size and vitality of their currency base, for which they now enjoyed 
increased foreign exchange responsibilities.34 
 More frightening still, the South African altern ative which financiers had always 
considered an option, now appeared unviable in the wake of the Sharpeville massacre, as 
a leading Salisbury banker emphasised: òI cannot stress too heavily we in Rhodesia do 
not even appear to align ourselves with the Republic. London is still the premier financial 
market, and we are much more dependent on London ð and, thus, on the rest of the 
world ð than we ever have been on South Africaó (P&F, July 1961). Subsequent 
developments changed financial power relations with Lo ndon quite convincingly, of 
course, reflecting how brittle the international alliances had become. There were limits to 
even Chase Manhattanõs support. 
 But even more urgent for the financiers were the barriers to overcoming uneven 
urban and rural developm ent which Southern Rhodesian capitalism itself constructed in 
the course of the accumulation cycle. For these contributed to increasingly polarised racial 
politics and a sense that the black petty bourgeoisie would never get a fair deal from local 
banks. For example, the distinct lack of investment in housing in black townships (and the 
                     

34. The head of the largest discount company pleaded, in vain, òI must point out that the company, and 
indeed, the continued growth of a virile money market in Central Africa, are dependent on a monetary 
system embracing the three territories of the Federationó (P&F, May 1961). 
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manner in which such investment was envisaged) demonstrated by its absence the 
ultimate limits of financiers to structure social life in their image, for what were then 
generally sound short -term economic reasons. Black urban entrepreneurs suffered a 
similar fate. 
 And like small overindebted farmers everywhere, many Purchase Area and Reserve 
borrowers were left poorer by the loss of their collateral, to the point, as the Whi tsun 
Foundation (1980, 25) noted, that òSubsequently government extension staff were 
withdrawn because their service image was becoming tarnished by having to dun loan 
defaulters.ó Although the most prosperous 30% of Reserve farmers managed to increase 
their relative incomes during the 1954-61 period that the Native Land Husbandry Act was 
partially implemented, these òReserve entrepreneursó also joined the landless in 
contributing to militant rural nationalism (Phimister, 1991, 17). But as the United Federa l 
Party panicked over the Actõs failed implementation, the political punishment conferred 
upon peasants was the installation of chiefs, headmen and community development 
councils as replacements for the Native Commissioners and technicist Partnership 
admin istrators (Alexander, 1993). 
 In sum, the circumstances under which capitalist reproduction failed in 
underdeveloped black areas ð in part because finance failed to alleviate uneven 
development and indeed intensified it in many respects ð only fuelled a va riety of fires set 
by nationalist activists and intellectuals (including a crew of failed indigenous bankers). It 
was, hence, the uniformity of the unhappy experiences with capitalism that joined the 
petty bourgeoisie of the liberation movement to aspirant  black capitalists, West argues 
(1990, 307): òWere black capitalists a part of the evolved African middle class in 1965 or 
had they, by this time, come to constitute a separate class? The answer is that there was 
only one African middle class, of which the  capitalist stratum was an integral part.ó 
 This raises the second issue, the nature of black resistance that emerged in the early 
1960s. From around 1957 ð the point at which militant youth revived the Southern 
Rhodesian African National Congress ð the political alliance between black peasants, 
Purchase Area farmers (many of whom were political leaders in their own right), workers 
and the petty bourgeoisie, prospered under the banner of African nationalism. Setting 
aside regional and ethnic divisions (whic h were overcome in the past, and in later years, 
during important moments of struggle), it was primarily strategic and tactical differences 
and uneven leadership which prevented unity within the liberation movement at that 
stage. The militancy of ZANU won the day, as the constitutional route advocated by 
Nkomoõs ZAPU in the early 1960s consistently proved a fruitless cul de sac (Shamuyarira, 
1965; Bhebe, 1989). 
 Yet it was mainly due to the frustrated character of the movementõs limited middle 
class component, Arrighi (1973a, 365-367) concludes, that Zimbabwean nationalism was 
not òsuitable for a solution of the ôneo-colonialistõ type. Hence large-scale capitalism (and 
the British government) were in a weak position vis -a-vis the white workers and petty 
bourgeoisie, who are thus enabled to consolidate their power position in the political as 
well as economic sphere.ó As state repression intensified alongside economic crisis in the 
early 1960s, nationalist organisations turned to armed struggle, which completely 
òdeprived the British government and the reformist groups (manufacturing and foreign 
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capital) of an alternative to the settlerõs rule.ó35 
 Third, if the United Federal Party and its backers among large-scale industrial and 
financial capitalists desired a black urban middle class and rural bourgeoisie, it was as a 
means of limiting and controlling social unrest and as a (consumer market) basis for 
further industrialisation. Opposed, however, were mining and agricultural capitalists 
(because of the implications for wage levels and competition, respectively), as well as 
white wage earners and petty bourgeois elements. In the latter camp, an especially 
important group in the give and take over state policy direction was the Public Service 
Association of civil servants, which retained effective control over ònative affairs.ó This 
coalition of white reaction was able to sabotage various United Federal Party reforms 
through legislative compromises and bureaucratic manoeuvres during the 1950s. 
According to Murray ( 1970, 359), òThe [opposition] Dominion Party and [its successor] 
Rhodesia Front, besides giving voice to European dismay at the challenge posed by 
Africans, also expressed the widespread hostility of Europeans to the established 
administrative system and t o the dominant groups in the political system of each 
sector.ó36 
 Despite efforts of the enlightened sectors of the capitalist class, matters had 
deteriorated too far, leading the United Federal Party to class disintegration and in 
December 1962 to its first defeat in nearly three decades. According to Murray (1970, 367), 
òThe election result in 1962 involved not a subtle shift within the limits of an established 
system but the overturning of it; and on what remained of it a new one was being built 
up.ó One way the Rhodesian Front upset existing political norms and practices was 
through the disregard shown for international forces mandating neo -colonial reform. As 
Federation Prime Minister Welensky (1964, 364) interpreted the geopolitics of the day, his 
British counterpart òwas concentrating on two principal objectives: a relaxation of tension 
between the Soviet Union and the West, and Britainõs entry into the European Common 
Market. If, in order to achieve one or both of these, British influence and responsibility in 
Africa had to be liquidated, so be it... This ôrealistic approach,õ as Mr. Macmillanõs 
colleagues and supporters called it, was explained to me with considerable emphasis.ó 
 In colonies such as Northern Rhodesia and Nyasaland where settlers were extremely 
weak, Britainõs realistic, neo-colonial architects had their way. The Central African 
Federation was dissolved at the end of 1963 and Zambia and Malawi were granted 
independence in 1964. But in Southern Rhodesia, in the years between a 1961 reform-

                     

35. Under such circumstances, according to Astrow (1983, 13), òBritish imperialism had no fundamental 
disagreements with this [Rhodesian Front] strategyó and òmaintained its interests in the country through the 
settlersó (see also Verrier, 1986 and Mandaza, 1986a). The main supporting argument for this interpretation 
is that British sanctions against Rhodesia were the minimal possible response when armed intervention was 
widely called for. It is an interestin g ð if controversial ð interpretation, in part because it offers an explanation 
for the power of the Rhodesian Front that does not rely on either Arrighiõs concern with contradictions of 
Partnership by which whites feared black competition, or my own sense  of the failure of Partnership reforms 
in the context of economic crisis. 
36. Hence the Dominion Party was viewed as a potentially populist space by well -known former Labour 
Party leaders and even those like the idealistic Ahrn Palley, who was, according to Murray (1970, 361), òa 
recent immigrant who brought with him the tradition of left -wing politics in the South African Cape. He was 
pre-eminently a critic of government by an established ruling group who saw in the existence of this circle 
and the antagonism to it in European society the opportunity for a non -racial, class-based political 
movement.ó  
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oriented 1961 constitutional referendum and the Rhodesian Frontõs November 1965 vote 
for international isolation through the Unilateral Declaration of Independence (UDI), 
hopes for local reform faded away entirely.  
 The class structure of Rhodesia was by this time such that an extremist reaction to the 
British decolonisation and neo-colonisation policy (and to black unrest) was feasible, 
logical, and supported by a broad coalition of white Rhodesians. UDI, according to 
Arrighi (1973a, 367), òwas directed as much against large-scale capitalism as against the 
Africans. The populist undertones of the UDI campaign were very noticeable.ó Those 
undertones harked back to the 1933 Reform Party victory, Wetherell (1975, 76) insists, 
since Smithõs intention was òundoubtedly to conserve a system of safeguards that the 
radicals of the 1930s fought so hard to establish... The inheritors of the pre-war populist or 
ôleft-wingõ legacy [were] now self-defined as ôright -wingõ.ó  
 
Conclusion: The limits to space, time and fina ncial capital  
 
We have explored in this chapter various ways in which uneven development in city and 
countryside prior to UDI was directly affected by the contradictory roles of finance. There 
was, for example, the 1950s evolution of finance from an accommodating to a more 
speculative mode, as epitomised by the rash of opulent skyscrapers which played host as 
either headquarters or investment outlets for banks, building societies, insurance 
companies, and other financial institutions.  
 In addition, controll ing characteristics of ascendant finance also emerged, even if in a 
somewhat erratic form. For example, the last chapter reviewed the power of international 
bankers to dictate interest rate policies at the stage when local overaccumulation became 
acute. Yet at a different scale, the gradual increase in national financial regulation was an 
example of the Southern Rhodesian governmentõs realisation, after consistent prodding 
from productive capitalists, that local credit flows would have to be better controll ed in 
the national interest. In contrast, rather ironically, was the governmentõs lack of 
microeconomic financial power over small farmers in the Purchase Areas, whose growing 
indebtedness and increasing default rate contributed to the crisis of state legitimacy. 
 If there is anything to be drawn from these diverse examples, it is that theoretical 
propositions concerning financial power (òfinance capitaló) cannot rest ð as so many from 
Hilferdingõs (and even Grossmannõs and Sweezyõs) work did ð on singular,  discrete 
trends (such as the centralisation of capital, overaccumulation and the increase in 
speculation, or the rise of oligopoly through industrial concentration). Instead, the various 
factors we have been observing, such as scale, space, and sectoral unevenness in the 
context of rising finance and overaccumulation, must be integrated into a holistic 
argument. By now, five working propositions have emerged which in future chapters can 
be explored forward and backward over time and across space. 
 First, we have seen in the last two chapters an accumulation cycle with a duration of 
roughly thirty years evolve from rapid growth through to the onset of crisis. The 
endpoint of this cycle was generalised overaccumulation in the early 1960s. Second, 
during this process finance emerged as more of a speculative force, and as one 
incorporating ever greater control functions.  
 Third, we have also seen that uneven sectoral development worsened over the 
period, and that more, not fewer imbalances emerged between import s and exports and 
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between incoming financial flows and remittances (balance of trade and payments); 
between production and consumption and in consumption between luxury and basic 
goods; and between the broader socio-economic interests of manufacturers and 
merchants as opposed to primary (minerals and agricultural) producers.  
 Fourth, we have seen uneven geographic development grow worse, over time, in 
cities, countryside, and regions. In the CBD there was overbuilding fuelled by easy 
liquidity and the proli feration of financial institution headquarters. In townships, the 
growing class of manufacturers required an increase in housing for their employees but 
were unable after a certain point to assure this on their own. But the building societiesõ 
efforts to bring working -class blacks and even a petty bourgeoisie into the financial 
system failed, for reasons of limited buying power and receding liquidity. So too did 
tentative government attempts to expand credit into Purchase Areas and Reserves. 
 And fifth, we have seen the unevenness of scale at which productive development 
was determined evolve from local (municipal -scale) circuits of capital in the field of 
manufacturing, to national -level initiatives which supported industry and agriculture, to 
international  market fluctuations which ultimately had a disruptive effect on local 
accumulation in areas ranging from copper prices to geopolitics. But while this holds 
broadly true for productive capital, finance exhibited a somewhat different trajectory. 
During the 1930s and 1940s financial power had international roots ð in the British 
colonial currency boards and London banks ð but while these presented serious irritations 
to Southern Rhodesian capitalists they did not prevent the renewal of an accumulation 
cycle, and in any case financial control and the reaction it provoked, government 
regulation, moved decisively to the national scale during the 1950s before being buffeted 
again by international forces (such as the Bank of England interest rate). 
 Each of these five propositions concerning overaccumulation crisis, rising finance, 
and uneven sectoral, spatial and scale development, may warrant the conceptual weight 
Gramsci conferred on his òorganic movementsó: permanent tendencies which exhibit 
incurable structural  contradictions. In addition, we have considered the displacement of 
overaccumulated capital through time and across space in order to understand how these 
deep-rooted tendencies mesh together. In particular, we explored why spatial strategies 
which aimed to mop up excess financial liquidity or to widen capitalõs reach, whether into 
townships, rural areas or new regions, were ultimately untenable. The same conclusion 
held in the previous chapter regarding temporal extensions through the rise of finance.  
 An  additional insight into the interrelatedness of our concepts emerges as Pearson 
and Taylor (1963, 9,7) describe how spatial (infrastructural expansion) and temporal 
(delayed returns on investment) fixes can exacerbate uneven social development: 
 
 There are general economic reasons for assuming that people with low 

incomes ð and this applies to the majority of the Federationõs inhabitants ð 
have almost immediate preferences; in other words, they will attach less 
importance to benefits which will accrue in t he distant future. If this is true, 
there are considerable grounds for doubting whether much of the actual 
disposition of public investment resources which has taken place in the 
Federation over the last ten years reflects the time preferences of the 
majority of the consuming and producing population... It would seem that 
some imbalance between [infrastructural investment] and the pressing 
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desirability of an immediate increase in incomes and the production of 
consumer goods has occurred. 

 
Finally, this brin gs us to the pressing matter of uneven political development, witnessed 
by Partnershipõs failure to both mould, gradually, a cooperative black petty bourgeoisie, 
and to win the white electorate to a reformist point of view. With the intransigence of 
racism, the rigidity of the dominant class structure under conditions of emerging 
overaccumulation crisis, the contradiction -ridden rise of finance, continuing uneven 
sectoral development, and the skewed nature of the various geographical strategies, all 
routes forward to neo -colonialism were subsequently found barricaded.  
 Worsening uneven development exacerbated nationalist tendencies in opposite 
directions, leading black freedom fighters to a Marxist -Leninist -Maoist-inspired guerilla 
war, and whites to proto -fascism. The situation had built up inexorably from the 1950s in 
a manner òstrikingly similar to what happened south of the Limpopo roughly a decade 
earlier,ó in Arrighiõs (1973a, 364) words.37 As in late 1940s South Africa, the nature of the 
economic crisis Rhodesia faced in the late 1950s meant that there was greater scope for a 
temporarily renewed internal accumulation cycle, beginning with UDI in 1965, based in 
large part on increasing import substitution, financial controls and racial polarisation. As 
the next chapter demonstrates, this stands in stark contrast to the external and internal 
interests of finance which included economic liberalisation and political reform (the 
power of which was demonstrated in early 1990s South Africa) (Bond, 1994a, 1994c). But 
what made the 1950s expansion of state monetary responsibility most interesting was the 
subsequent ability of the Rhodesian Front to hijack the bureaucratic controls (and the 
bureaucrats themselves). With them, and with the help of enforced autarchy f rom the 
international economy, the rebel government temporarily and partially compelled capital 
to balance more evenly across different sectors of the economy, as shown next. 

                     

37. It was the weakness of English-speaking finance in South Africa in the 1940s which contributed to an 
analogous set of objective conditions: disunity within the capitalist class, in that instance over World War II; 
traditions of discrimination against Afrikaners and, in response, the òEconomic Movementõsó harnessing of 
anti-bank populism to build, for the first time, a nationalist economic power -base; followed by the òswart 
gevaaró (black panic) over African urbanisation and proletarianisation. The apartheid electoral outcome was 
thus possible in 1948. Yet in turn those underlying objective conditions encouraged the development of a 
new class of enlightened (òverligteó) Afrikaner financiers (in state ministries and the Reserve Bank, and in 
financial conglomerates like Sanlam, Rembrandt and Volkskas, and related institutions). By the 1960s, they 
had imposed on the Nationalist Party sufficient respect for economic  rationality and the rule of private 
property such that the Nats would begin to jettison their traditional electoral base and, significantly, even 
terminate support for the Rhodesian Front regime (Bond, 1991a, Chapter One). 
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 CHAPTER FIVE  
 
 THE RISE AND FALL OF  
 THE UDI ECONOMY  
 
 
 
 
 
Introduction  
 
The 1965-79 Unilateral Declaration of Independence is sometimes described as providing 
a òhothouseó atmosphere for accumulation, due to extraordinary rates of growth until 
1974 as well as to the various barriers to free financial flows erected by the state. These 
barriers imposed a condition of semi -autarchy on the financial circuit of capital, allowed 
for an initial amelioration of uneven sectoral and geographical development, but 
ultimately exacerbated capitalist boom-bust tendencies. 
 In the wake of a half decade of economic stagnation (1960-65), UDI featured a shift in 
the Rhodesian economyõs general sectoral orientation of accumulation, its geographical 
orientation and the financial intermediation it required. Finance was at the heart of the 
shift, but this time in a dominated, not dominant way. With financial capital repressed, it 
was the resurgence of manufacturing ð responsible for a quarter of GDP by that stage ð 
that powered the 1966-74 boom in which annual GDP growth averaged 9.5%. 
 This in turn demonst rates how even on the semi-periphery of world capitalism, a 
relatively autarchic economy can grow extremely rapidly, and an increasingly 
empowered state can direct investment in a manner conducive to corporate profitability. 
It is important, however, to un derstand some of the preconditions for this centrally -
directed economic dynamism: the powerful yet flexible state economic policy apparatus, 
the cohesion and class solidarity of industrialists, existing manufacturing production 
overcapacity, and the availability of cheap, repressed labour. 
 Capitalist crisis emerged, nevertheless, and decimated most spheres of manufacturing 
in the late 1970s. It is difficult to abstract locally-generated economic factors from issues 
such as political conflict, civil war and  global economic recession (the conventional 
explanations for the crisis). But the organic roots of overaccumulation crisis can be traced 
to untenable new fixed capital investments in various manufacturing subsectors, which in 
the context of limited buying  power resulted in year -end stockpiles and inventories at 
record levels. 
 The crisis was met with various kinds of capitalist and state responses. From the mid 
1970s, Rhodesia experienced an ambiguous process of uneven development, in part 
reflecting weaknesses in state policies aimed at levelling growth across space and at 
stimulating financial sector activity. Ultimately, both spatial and temporal attempts to 
deal with overaccumulation and uneven development in the late 1970s ð in particular, 
regional decentralisation initiatives and loosely -guarded credit markets during a period 
of monetary conservatism ð were an ineffectual combination, leading to yet another major 
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political transition.  
 
Financial repression and buying power  
 
Control over the Rhodesian financial system was vital for the first, high -growth period of 
UDI (1966-74), both because reigns on finance encouraged capital accumulation to 
proceed in a direction that was temporarily sustainable in the local hothouse, and because 
the state effectively prevented geographical capital flight (Seidman, 1986, 64-67). òThe 
directors of the national economy were already using their main weapon,ó recounted 
John Handford (a Rhodesian Front economist) (1976, 16): òbottling up capital by severe 
exchange control restrictions.ó 
 In the same vein, Roger Riddellõs extensive study of the countryõs manufacturing 
sector boom concluded that (contrary to accepted wisdom), òthe major import-
substitutions thrust occurred prior to UDI, with the major source of manufacturing 
growth in the UDI period being domestic demand expansion.ó According to Riddell 
(1990, 341,344), increased buying power within Rhodesia was responsible for a vast 
amount (61%) of the manufacturing growth which occurred during the years 1964 -78, as 
compared to import substitution industrialisation (30%) and export -based growth (9%).38 
Subsequently, excessive new capital investment in the mid 1970s adversely affected 
accumulation, as discussed later. But it is important, first, to stress the sources of buying 
power, because in view of the hostility the Rhodesian Front initially faced from financiers 
who had earlier influenced monetary management so profoundly, the new regimeõs 
management of key financial markets was by no means predetermined. 
 The basis for a shift of monetary and financial regulatory responsibilities from the 
London-based banks to the state had been established during the 1950s, as discussed in 
Chapter Three. Extraordinary levels of state intervention in the financial system 
ultimately proved cr ucial in deflecting the financial brouhaha that surrounded the 
declaration of UDI itself, in late 1965.39 
 Ever-tighter exchange controls brought the entirety of Rhodesiaõs international 
financial dealings under government purview. The Reserve Bank assumed responsibility 
for overall coordination of exchange control in 1965. Also that year, exchange controls on 
dealing in external shares began the process of reflating the economy. And industrialists, 
still suspicious of the Rhodesian Front and still suffering  from overinvestment and 
stagnation, won surprisingly generous import tariffs and export incentives.  
 Partly as a result of the local restrictions, Southern Rhodesian economic vulnerability 
to a potentially punitive British government and City of London wa s qualitatively 
reduced in the period leading to UDI. Rhodesian external government bonds suffered 
                     

38. Manufacturing subsectors whic h grew especially quickly through domestic market expansion were 
transport equipment (whose growth was entirely due to domestic demand), beverages and tobacco 
processing (93% due to domestic demand), construction materials (88%), chemical and pharmaceutical 
products (77%), and foodstuffs (75%). In contrast, import substitutions were made to good effect mainly in 
textiles (responsible for 56% of the subsectorõs growth), metals (37%) and paper products (37%), while 
exports during UDI were nearly insignificant , making an impression only in textiles (responsible for 14% of 
growth) and metals (13%). 
39. For summaries of various institutional aspects of the financial system in the first years of UDI see Grant-
Suttie, 1965; Beak, 1967; Sowelem, 1967; Askes, 1971; Cole, 1973a, 1973b, 1973c, 1974; Clarke, 1980a, 1980b; 
Chimombe, 1983; Makgetla, 1983; and Seidman, 1986. 
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devaluation (by some 23%, compared to Zambiaõs 20%) at the hands of City traders in the 
months prior to UDI as racial politics deteriorated. Yet a growing se nse of self-confidence 
was felt by the Rhodesian Front ð and in particular by Ian Smith, who in 1964 became 
Prime Minister after a spell as Finance Minister ð after whites provided a unified show of 
support in the May 1965 elections. In November, when UDI was declared and the 
financial doors slammed shut, the Rhodesians responded by defaulting on R$82.6 million 
in foreign debts. Handford (1976, 18,50) gloated about how successful the countervailing 
efforts had been: 
 
 When the full story of the òwhisking awayó of considerably more than half of 

the fixed and liquid Rhodesian reserves in London is eventually told, it will 
read like a James Bond thriller. Weary officials of the Reserve Bank and of 
the Treasury regard the secret removal, only a matter of hours before the 
Independence Proclamation, as the auspicious start of Rhodesiaõs counter-
attack against the British sanctions... Probably the biggest British 
miscalculation of all was on the extent of the funds which would be 
available once money was bottled up inside Rhodesia through the operation 
of the closed economy. 

 
Whereas Britainõs Prime Minister Harold Wilson claimed that òthe cumulative effects of 
the economic and financial sanctions will bring the rebellion to an end within a matter of 
weeks rather than months,ó in reality, according to Elaine Windrich (1978, 69-70), 
Whitehall had acted too slowly, waiting three weeks after the UDI declaration to impose 
the sanctions: òCriticism of the Governmentõs delay ranged from the Financial Times, 
which pointed ou t that during the interval preceding the controls the Reserve Bank of 
Rhodesia had been buying up all the gold it could, to the New Statesman, which said that if 
the financial controls had been imposed with the UDI they might have toppled the Smith 
regime.ó 
 South African banks offered support in the evasion of sanctions and in lubricating 
anonymous trade (Clarke, 1980a, 104), while London Sunday Times investigations also 
established that from 1972, imports of steel-making equipment were being financed by 
Swiss and Austrian banks.40 Thus perhaps the only significant domestic effect of what 
was termed the òfinancial squeezeó was a temporary decline in bank credit outstanding, 
which was addressed by an immediate Reserve Bank infusion of £13 million a month after 

                     

40. This rare publicised case of financial sanctions-busting is instructive. The US$63 million deal doubled 
Rhodesiaõs iron and steel production capacity, and involved a US$29 million loan, split between the Austrian 
equipment vendor (Voest), the Union Bank of Switzerland, European -American Bank and the Austrian bank 
Girozentrale (which expressed nervousness at the implications of the deal for UN Secretary-General Kurt 
Waldheim, an Austrian). A clause was even inserted to ensure immediate repayment of the loan in the event 
of òpolitical risk.ó Rhodesian offices of Standard, Rhodesian Acceptances Limited, Barclays, Merchant Bank 
of Central Africa, National a nd Grindlays, and Neficrho Acceptances put up a guarantee, and other local 
financing came from SA Mutual insurance, Central African Building Society and Founders Building Society. 
A South African òdummyó corporation was established by the Rhodesians as the borrower, and a shell 
financier was set up in Zug, Switzerland òto satisfy Swiss authorities.ó With so many actors involved, the 
loan was sure to be exposed. Within eighteen months a British banker living in Rhodesia slipped information 
to the Sunday Times (14/4/74), and subsequently fled to Malawi. There, however, he was arrested, extradited 
to Salisbury and briefly jailed in 1974 (United Nations, 1975). 
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UDI. This was accomplished by lowering reserve balances from 6% to 3% for commercial 
bank demand deposits, which freed funds for lending. By 1966, notes Handford (1976, 48), 
òThe money market seemed flooded with funds which, for one reason or another, holders 
wanted to keep fairly liquid.ó 
 Short- and medium -term cooperation between the regime and the major financial 
institutions was an integral component of UDIõs initial economic successes. òBritish-
controlled banks in Rhodesia, presumably not wishing bu siness to foreign banks, 
reportedly put their foreign currencies in South Africa before UDI, and it appeared that 
this helped them to extend credit against blocked accounts,ó reports Handford (1976, 18). 
In the words of top Barclays bank officials (Crossley and Blandford, 1975, 251-252), òUDI 
had in effect been anticipated and made no change in the administration of the bankõs 
affairs save that London could no longer approve nor reject proposals put forward by 
Salisbury... (By 1971) the best possible use had been made of six difficult years.ó 
Simultaneously, Seidman (1986, 65) contends, òThe foreign banks became more closely 
interlinked, not only with each other but also with other financial institutions, on account 
of their collaboration in the face of Unit ed Nations sanctions to mobilise locally generated 
investable surpluses, primarily to finance the transnational corporate affiliatesõ expanding 
activities in the modern sector.ó 
 Exchange controls trapped not only local financial resources and the profits of 
multinational corporations, but also existing bank deposits of non -residents, which by the 
late 1970s accounted for a third of the stock of surplus funds that banks had available for 
loans. According to Duncan Clarke (1980b, 325), the system of financial autarchy was 
convincingly in place by the late 1960s: 
 
 The controls worked, especially when combined with buoyant growth 

conditions in the economy associated to high net white immigration (and 
rising mortgage demand), rapid industrial development throug h 
diversification (and demand for hire purchase and leasing facilities), and 
expanded primary sector output (with demands for short - and medium -
term financing). All these developments widened the base of the 
institutions, led to diversification within them , increased intra-sectoral 
linkages and flows, and strengthened the financial sectorõs structure. 

 
A good example of the impact of blocked liquidity was the development of the white 
housing sector, the main beneficiary of property finance in the late 1960s (Figure 5.1). The 
imposition of financial sanctions, òif anything, boosted the business of the building society 
movement,ó argued the chair of the countryõs largest society, leading the Herald (27/9/67) 
to report, òIt appears that a rapid build-up of fund s available for housing combined with 
a popular conviction of political certainty, has taken the cork out of the bottle.ó 
 At the time, residential building costs in Salisbury were only a quarter of those in 
Lusaka and 40% lower than in South Africa, and this encouraged a further development 
of the Salisbury suburban sprawl and flow of finance into land improvements ( Sunday 
Mail , 1/10/67). But commercial property also benefitted from financial repression, 
according to estate agent John Parkin: òThe recent surge in development can be attributed 
to various factors which are not altogether necessarily indicative of political confidence. It 
is certain that some building, essentially large developments, has been prompted by a 
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need to find acceptable investment for surplus funds rather than because of any great 
expectationsó (Herald, 18/6/70).  
 Finance was an especially strong driving force behind the real estate boom in its later 
years. In 1974 11,670 mortgage bonds (including second mortgages) were issued against 
just 8,611 property sales ð as compared, in 1971, to just over 9,000 mortgages issued 
against the 10,690 property sales. And while the total number of urban property sales 
peaked at 9,200 in 1972 ð a year the societies granted 5,200 bonds ð two years later the 
societies granted 6,734 bonds against just 7,735 sales (Central Statistical Office, Statistical 
Yearbook 1987, 132,223,224). Although these bonds included a greater number of second 
mortgages (typically lower in value than the first mortgages), the o verall value of the 
average bond issued during the early 1970s was higher than the average property sales 
price, which is indicative of a very ready flow of surplus funds into property. But the 
subsequent crash of the property market once building societies withdrew funds in 1975 
was even more extreme, as we see below. 
 
The cohesion of the capitalist class 
 
The manner in which the industrial base of the economy closed ranks to support UDI is 
worth some comment. Rhodesian Front politicians and government bur eaucrats 
intensified state intervention to sustain capital accumulation on a wider scale and to 
organise the disparate parts of an economy under siege. From late 1965, the state focused 
unprecedented resources on controlling external account balances, encouraging 
immigration of skilled white males, ensuring labour market stability, cementing land 
inequality, expanding police and military control, and subsidising all manner of white 
business ventures. This entailed waiving overseas firmsõ production rights, licensing 
arrangements and trade marks, as well as other constraints against technology transfer. 
UDI state spending also included new investments in transport (especially rail and 
airlines), energy, posts and telecommunications, and purchasing and marketing 
authorities (Kadhani, 1986, 104-105; see also Sutcliffe, 1971 and Makgetla, 1980). And there 
was other aid given to the Rhodesian economy from neighbouring states, namely 
sanctions-busting, transport arrangements, loans and other assistance from South Africa 
and Portuguese-ruled Mozambique.  
 Earlier, organised business lobbies ACCOR and ARNI had officially and energetically 
opposed UDI, and in 1965 had published reports on the òpotentially disastrousó effect of 
an independence declaration. It was widely assumed that a crippling set of economic 
penalties would be the minimum response from Britain. At the outset, South Africaõs 
Rand Daily Mail reported that òthere is confusion in all sections of the business fieldó in 
Rhodesia (Metrowich, 1969, 43). Initially, in 1966, the fear of sanctions appeared well-
founded, as manufacturing gross output decline 6.5% (in nominal terms), and, more 
disturbingly, manufacturing volume declined 9.3%.  
 The head of Dunlopõs local subsidiary later explained, òHaving taken a deep breath 
and having assessed the direction in which the economy should go, by the end of 1966 
Rhodesian businessmen were exhibiting a remarkable degree of optimism, ingenuity and 
determination that the economy must not be destroyed by the new conditions pr oduced 
by world sanctionsó (Handover, 1977, 12). Merchants and financiers who had earlier 
backed an anti-UDI compromise, organised the import control system nearly overnight. 
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Handford (1976, 6,7) describes how òRhodesian industrialists jumped in quickly, made 
arrangements with overseas organisations, set up things in back alleys ð one thousand 
new industries in a few years.ó Sanctions-busting became a national pass-time, with òa 
network centred on obscure offices in back streets of cities in Europe ð as fast as one 
London press-man uncovered a hide-out, another would be set up.ó 
 There were only rare desertions by business leaders. In late 1968, the heads of 
Rhodesian Iron and Steel Corporation (E.S. Newson) and Standard Bank (E. Campbell) 
issued critiques of UDI and called for a settlement and fresh infusion of foreign funding. 
Prime Minister Ian Smithõs reaction, according to Windrich (1978, 149), was quick and 
dirty:  òThis was the first real opposition the Smith regime had encountered since their 
decision to go ahead with the illegal declaration of independence, in spite of the dire 
economic forecasts announced at that time. In response, Mr. Smith launched a fierce 
attack on the ôold gang,õ in league with the Argus Press, for trying to prepare the country 
for a sell-out.ó The sell-out allegation became yet more concrete in December 1969, when 
the main financial journalist of Argusõ Rhodesia Herald (R. Nicholson) was convicted of 
spying on behalf of the Central Intelligence Agency, and was bailed out of priso n by the 
United States government (Joyce, 1974, 315). 
 More important than business leadersõ willingness to participate in the illegal UDI 
was the unprecedented manner in which capital was accumulated. Overcapacity had 
been the rule across industry prior t o UDI, with capacity utilisation down to below 60% in 
1962 (Ramsey, 1974; Davies, 1982). What was particularly important about how that 
capacity was taken up during UDI was the extraordinary flexibility shown both by 
capitalists (who organised an extension of product lines largely on the basis of existing 
plant and equipment prior to 1970) and by black workers who adapted to the initial skills 
shortage caused by early 1960s white emigration, and to the new production demands. 
 Rhodesia suddenly produced its own breakfast cereals, cube sugar, high quality 
furniture, lollipop sticks, canned asparagus, bird seed, fifteen varieties of hair shampoo, 
ten different hand cleaners, five lipsticks, seven varieties of swimming pool paints, and 
ten varieties of pet foods. These corresponded to a vast expansion in local industrial 
production units (ie, with ten or more workers) from 665 at UDI to 1,036 five years later, 
as the number of different products increased from 1,059 in 1967 to 3,837 in 1970 (Wield, 
1980, 107,127; Nyathi -Mdluli, 1980, 84). By 1971 it was said that the homes of even high-
income whites could be entirely furnished with Rhodesian -made goods (Handford, 1976, 
141). The backwards and forwards linkages of luxury goods production were tightly 
coordinated, aided by very high levels of corporate concentration within most sectors of 
the national economy.41 
 Even so, fixed capital investment remained relatively meagre in manufacturing until 
1973, and the capital intensity of industrial production remained inordi nately low until 
the mid 1970s investment deluge. One calculation of the incremental capital-output ratio 
for manufacturing for 1971 -74 was 1.76, as against comparable figures in developing 
countries of between 2.5 to 3.5 (World Bank, 1983, 23). Moreover, thanks to import 
protection, Rhodesian manufacturers showed a learned capacity to produce on relatively 
òshort runsó and thus, according to Handford (1976, 145), local manufacturers had òthe 
                     

41. Bennell (1991, 5) found that in 1970 Rhodesiaõs four firm concentration ratio in most manufacturing 
subsectors was extremely high, and he observed òthe growing dominance of large enterprisesó during the 
subsequent fifteen years. 
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opportunity of taking immediate advantage of changes in market de mands, in a way that 
is not possible with the great industrialised countries.ó  
 Extensive (capital-widening) rather than intensive (capital -deepening) investment 
was initially the rule not only in manufacturing but also in agriculture. White commercial 
farmers attributed 41% of their growth in output from 1965 -74 to land expansion, which 
also involved increasing the number of black employees by 70,000 during that period. 
Notwithstanding the hardships inflicted by extremist Rhodesian Front land policies, 
peasant farmers also managed to increase their land under cultivation by 26% during the 
first few years of UDI, as output increased by 32% ð hence four-fifths of growth was a 
result of land expansion (Mumbengegwi, 1986, 208). Uneven sectoral development 
between capital goods and consumer goods was, partly as a result, kept effectively in 
check for a full decade, even if unevenness in luxury versus basic needs consumption was 
increasing. 
 Also during this time, the balance of power in the industrial class stru ggle swung 
heavily towards capital, and a lowly 8% of gross industrial revenues were spent on black 
workersõ wages in 1969. Even in the mid 1970s with a liberation war underway, Handford 
(1976, 145) could brag, òAt present, possibly the biggest advantage enjoyed by Rhodesia 
in regard to the more developed nations is its absence of labour troubles.ó There were, 
interprets Lloyd Sachikonye (1986, 251), no fewer than 68 trade union leaders in detention 
in 1973: 
 
 It is scarcely surprising that in the 1960s and 1970s a dark cloud hovered over 

trade unionism in Zimbabwe. A decimation of the leadership of unions 
through its incarceration in detention or exile, the onerous labour laws, in 
addition to the dubious role of international labour institutions such as the  
Brussels-based International Confederation of Free Trade Unions ð all had a 
generally weakening impact on the unions.  

 
In sum, not only did finance stimulate buying power, but at least three other 
accommodating features also help account for the success of UDI in broadening and 
deepening the economy: state-directed investments, the prior overcapacity in 
manufacturing, and an extremely repressed labour force. Sanctions and planned 
investment ensured that the law of value did not fully operate according to i nternational 
norms. Capital expenditure did not become excessive until the mid 1970s, and 
overproduction tendencies were initially muted.  
 
Initial explanations for the mid 1970s crisis  
 
But an economy-wide downturn ultimately set in following the first UDI  decade of 
growth. The manufacturing sector witnessed immense increases in accumulated stocks 
and inventories, and an extraordinary decline in capacity utilisation. By all accounts, the 
resulting drought of industrial investment has remained the single maj or constraint on 
the economyõs growth through the late 1970s, 1980s and early 1990s. And efforts to 
displace the economic problems through space and through time also came to naught, as 
demonstrated below. 
 The late 1970s crisis was of Great Depression-scale. From 1974 to 1978, manufacturing 
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production declined 27%, capacity utilisation fell by 38%, and there was a net loss of 
50,000 urban private sector jobs (from a peak of just over one million in the entire national 
economy), mainly in manufacturing and construction (World Bank, 1989b, 9). 
 How to explain this awesome slump? Economists have loosely interpreted Rhodesiaõs 
problems by recourse to a wide variety of factors exogenous to an internal logic of market 
failure. Riddell (1990, 352-353), for example, cites: 
 Å major political disruption and uncertainty (especially war); 
 Å a series of poor agricultural seasons; 
 Å the international rise in oil prices; and 
 Å the increasing foreign-exchange dependence of manufacturing growth and 

decreasing role of manufactured exports in the economy. 
But these are unsatisfactory, for several reasons. Sanctions, for example, cannot be held 
wholly responsible for long -term deterioration in income terms of trade, since they 
mainly affected export volumes (not export value s or imports). In any case, by 1968 their 
effect was ònegligible, causing a fall in export volumes of only about 5%,ó according to 
Rob Davies (1982, 297-299). òSanctions are likely to have had a once-and-for-all effect on 
the terms of trade, causing an initial but not a continuous deterioration.ó And 
international influences were muffled, as a brief global downturn in 1971 had no visible 
effect on the Rhodesian economy (GDP growth increased from 2.2% in 1970 to 8.8% in 
1971 and 8.5% in 1972). 
 Even foreign exchange dependence of manufacturing production could not have been 
the crucial factor, since in 1975, when net capital investment in manufacturing reached a 
peak of R$125 million, manufacturing import allocations were a third lower than in 1974, 
when net capital investment was R$102 million. There were even greater capital 
investments in normally import -intense major projects (mining, electricity and water 
supply) in 1976 and 1977, despite steadily diminishing foreign import allocations (Central 
Statistical Office, Census of Production 1979/80, 21; RAL Executive Guide to the Economy, 
December 1983). 
 Indeed most manufacturing subsectors had reached unprecedented levels of import 
self-sufficiency by the late 1970s, well after the crisis had set in. Exports as a percentage of 
imports in the manufacturing sector had risen from 15% in 1952 to 40% at UDI to more 
than 70% just prior to independence. Even in the metals and metal products sub-sector, 
the self-sufficiency ratio reached 70% by 1979. Foodstuffs, beverages and tobacco, textiles, 
clothing and footwear, and wood and furniture all recorded export levels far greater than 
import levels.  
 As for the war, this was the main reason for increased government spending ð to 
more than 40% of GDP by 1979 (there was also extensive investment by the parastatal 
electricity supply authority, which recorded huge capital spending from 1975 -78). While 
in aggregate economic terms the war may have been counter-cyclical during this period, 
nevertheless the skills shortages, social tensions and physical destruction that 
accompanied it probably overpowered any economic stimulation. However, Davies 
(1982, 300) argues that òBecause of the substitution of black for white workers that has 
taken place, I would argue that the effects of the war on output have not been great, and 
that one has therefore to look elsewhere for the primary reasons for the recession.ó 
 Davies and Colin Stoneman (1981, 95-96) instead take recourse in 
òunderconsumptionó as an explanation: òit is generally accepted that the discrimination 
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against the rural population and the low level of black wages must have restricted the size 
of the internal market.ó Industrialists themselves viewed the problem primarily in these 
terms at particular junctures, with 57% of those polled by the University of Zimbabwe in 
1981 (a year in which large real consumption increases actually occurred) citing 
insufficient domestic buying power as a factor constraining industrial expansion. It is 
true, too, that from 1974-78, as the recession hit black workers especially hard, larger 
purchases such as furniture (blacks made up 51% of the domestic market) and even 
clothing and footwear (68% of the market) suffered reductions of 28% and 12%, 
respectively (Wield, 1980, 128,107). 
 On the other hand, however, total consumption expenditure by private residents 
actually increased in real terms from 1974-76. The single most substantial annual decline 
in total consumption during the crisis was then 12% (in 1977), a smaller drop than that 
experienced elsewhere in the economy (for example, in manufacturing capacity 
utilisation) (CSO, National Income and Expenditure Report). And while black wages were 
extremely low, the share of gross operating profits relative to wages was actually lowest 
(36%) in 1977 and 1978, the two years of deepest recession. Moreover, from 1978 to 1980, 
profits took a high and increasing share of national income, yet this was the period in 
which recovery began (Kadhani, 1986, 106). Moreover, while manufacturing and 
agricultural investme nt were devastated by the downturn, private consumption 
expenditure in the (mainly white) luxury -goods market was not nearly so badly affected, 
which in turn suggests that underconsumption was not obviously the driving force 
behind the crisis. 
 Stoneman (1981, 281) quickly advanced beyond simple underconsumption theory by 
noting the disarticulation of production and consumption, in Rhodesiaõs notoriously 
skewed racial context: 
 
 The market became more distorted in the direction of luxury consumption, a 

tendency reinforced by sanctions against imports. A number of 
manufacturing industries (in particular in food processing and clothing) 
had developed to supply black needs both domestically and in the 
Federation, and their attention was redirected to the white market... Much 
of the new industry has therefore been at the expense of far more urgently 
needed rural investment and is furthermore geared to supplying luxury 
products on a very small scale, rather than the basic requirements of the 
population as a whole. 

 
This kind of uneven sectoral development closely matches other more general arguments 
about failed import substitution industrialisation models in the Third World (de Janvry, 
1982).42 Nevertheless, the blame for Rhodesiaõs crisis cannot be laid primarily at the door 
of low -income blacksõ failure to gain access to òbasic needó commodities relative to their 
consumption of these in prior years. Throughout the 1970s, the major food processing 

                     

42. According to Nixson (1982, 50), òISI does not in general result in greater self-reliance or self-sufficiency. 
ISI has been heavily dependent on foreign capital, technology and expertise, it has been based on the 
consumption patterns, tastes, marketing techniques, and so on, of the developed capitalist economies and the 
changes in the import structure and the failure to allevia te the balance-of-payments constraint have 
exacerbated the dependence of the IS economy on the external sector.ó 
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industries reflected the residual strength of consumption in both wh ite high-income and 
black low -income markets. Beer suffered virtually no underconsumption crisis, and along 
with cigarettes, represented the largest single item (15%) of personal consumption 
expenditure. Similarly, meat processing and dairy products experi enced significant build -
up of inventories mainly during the few years occasioned by factors in the fields, but both 
subsectors continued growing in real terms during the four worst years of economic 
slump. 
 Finally, underspending in key counter -cyclical sectors (like construction) is not a 
convincing reason for the crisis, because if such were the case, post-independence state 
fiscal expansion, and sustained building activity would have led to a more sustainable 
growth path than was ultimately experienced. In sum, with factors such as investment, 
capacity utilisation and production falling far faster and further than consumption, it is on 
the supply side, not the demand (underconsumption) side, that we might better focus our 
attention. 
 
Overaccumulation cris is 
 
While by no means denying the reality of (unquantifiable) exogenous problems, a 
classical Marxist approach attempts to unveil structural constraints to growth that 
continued well beyond the 1970s era of war, drought, high oil prices and lack of foreign  
exchange. To follow this approach we can employ official data covering manufacturing 
output, investment, year -end inventories (òstocksó) and capacity utilisation for evidence 
of overinvestment, overproduction and overaccumulation in the UDI economy.  
 Some aggregate data and a few graphs illustrate the intensity of the 
overaccumulation problem. Taking 1970 as a base year, in real terms, new investment 
rose by a factor of more than three by 1975, manufacturing output rose to levels 60% 
higher, and capacity utilisation and profits rose significantly (Figure 5.2). During the 
process, plant and equipment grew enormously as the manufacturing process deepened 
substantially. In contrast to earlier small -scale, extensive investments, the mid 1970s 
investments were extremely capital -intensive (Figure 5.3). 
 Then, following the 1975 peak, ratios of inventories to output and especially of 
inventories to new investment soared, as the problem rapidly became full -blown (Figure 
5.4). (This is as clear evidence of overaccumulation as may have existed at this point 
anywhere, yet was by and large ignored by Rhodesiaõs period economists.)43 Net profit 
rates as a percentage of gross national income rose to more than 20% in the early 1970s, 
but declined rapidly thereafter, to 12% i n 1977 (Wield, 1980, 118). 
 Can the origins of overaccumulation be specifically pinpointed to a specific 
Department and sector of the economy? In Rhodesia, the rhythm of overaccumulation in 
various manufacturing subsectors relative to the growing overaccum ulation crisis in the 

                     

43. There was a single Zimbabwean researcher who put a finger on the theoretical basis for the crisis of 
manufacturing overaccumulation ð if onl y partially and momentarily ð and it is worth recording this. Angela 
Cheater (1986, 143-149) examined òZimtexó (a pseudonym for a major textile firm in the Midlands), and 
discovered a clear òcrisis of overproductionó in the early 1980s. However, Cheaterõs subsequent analysis 
reveals a naive expectation that the òThe orthodox marxist view [of] crises of capitalism, such as the one 
which Zimtex faced,ó would lead to a resolution in the interests of the working-class through intervention by 
what in reality was  a state-capitalist (not òMarxist-Leninistó) post-independence government. 
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economy as a whole, can be crudely measured as a ratio of year-end stocks to gross 
output, an òoveraccumulation ratioó which for the manufacturing sector as a whole 
increased from 21% from 1970-73 to 28% in 1976, before falling to 24% at decadeõs end. It 
was an extremely high level at this stage, far higher than any comparable figure over the 
two -decade period for which data were recorded. This ratio suggests how the rhythm of 
overaccumulation affects various departments, sectors and subsectors of the Rhodesian 
economy. (Table 5.1 provides overaccumulation ratios for 22 major manufacturing 
subsectors.) 
 Beginning with the sectors responsible for the greatest volume of manufacturing 
output ð base metals, metal products, textiles, grain milling, dairy, fertilizers, and meat 
processing ð it is clear that the worst overaccumulation (with ratios double the average in 
the late 1970s), was experienced in base metals (mainly steel). Moreover, the dramatic 
increase in steel overaccumulation from 1974 is timed exactly with the onset of general 
manufacturing stagnation. Metal products showed overaccumulation tendencies no 
worse than those of the economy at large, while textiles hit record levels of 
overaccumulation in 1975, 1976 and 1978, approximately 50% higher than the economyõs 
average. Each of these sectors was producing some R$250 million in output by the end of 
the 1970s. 
 The next four major subsectoral sources of output, ranging from R$120 million to 
R$140 million by decadeõs end, were grain milling, dairy, fertilizers and meat processing. 
These agriculture-driven sectors were profoundly affected by weather conditions, but 
their periodic introduction of new machinery also had some effect on the tendency to 
overaccumulation of stocks relative to output, as previous figures have demonstrated. 
Most importantly, however, because the capacity to hold such stocks is extremely limited, 
the overaccumulation ratios of these four subsectors in relation to those of the rest of the 
manufacturing sector were extremely low. Just as noticeable, was the tendency to increase 
stocks in the early 1970s rather than the mid and late 1970s. 
 Further unpredictable patterns of overaccumulation can be observed in the next most 
important sectors, namely clothing and tra nsport (ranging from R$100 million to R$120 
million by 1980), which both witnessed extremely high ratios in the early 1970s (in the 
vicinity of double the national average), followed by average ratios in the mid 1970s, and 
an increase at decadeõs end. Other subsectors which drove the overaccumulation process 
in the mid 1970s (ie, with a significantly higher ratio than the average from 1974-78) were 
tobacco and knitted products.  
 In sum, there is a relatively uneven sectoral pattern evident, with areas of potential 
export such as metals and textiles having vast overcapacity problems in the mid 1970s. It 
is difficult to pin this down to disproportionalities between departments of production. 
Instead, the importance of this data is in its reflection of the geographical limits to growth, 
a subject touched on shortly. 
 To put the mid 1970s problem into perspective, consider the period 1957-60, a time 
when the limits to spatial expansion in the Central African Federation were also drawing 
near. Those years experienced much higher real levels of net capital formation than any 
subsequent years save 1973-75. The rather high industrial investments of the 1950s 
include plant which is by all accounts still in use in a number of branches and rather old,ó 
noted Wield (1980, 111). The circumstances of the late 1960s ð when relatively small 
volumes of industrial capital were invested in rather wide sectoral extensions ð provided 
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little scope for a full -fledged manufacturing transformation towards intensive export -
orientation ( as was happening in East Asia). (Rhodesian manufacturing investment was 
subsequently extremely intensive, but never achieved the economies of scale required for 
export-competitiveness.) The economy was cemented into a disarticulation of production 
and consumption that portended inevitable crisis at some stage, notwithstanding the 
impressive flexibility many producers showed within that framework.  
 Thus the nature ð and depth ð of the 1970s crisis of the Rhodesian economy was 
already predetermined, in a sense, by the ruling class failure to come to grips with the 
challenge of constructing a trajectory of sustainable accumulation during the early 1960s. 
In spite of the stateõs valiant efforts to balance investment in the appropriate sectors, UDI-
era manufacturers placed exorbitant emphasis on luxury goods production for the 
domestic white market, rather than expanding into extensive low -cost basic consumer 
goods which might have helped generate increased buying power in the process and 
which would have had grea ter export potential into independent Africa. Not only did the 
political -economic climate overencourage producers of certain capital goods, it ultimately 
widened the socio-economic and political divisions between whites and blacks within 
Rhodesia. Soon, the depth of the economic crisis proved a greater threat to the business 
establishment than the prospect of government by nominally -óMarxist-Leninistó forces, 
with whom business leaders increasingly sought reconciliation. 44 
 This survey of overaccumulation in  Rhodesia during the 1970s highlighted the 
relationship between investment and build -up of year-end stocks that was at the root of 
the economic slump. But overaccumulated capital may have been displaced, temporarily, 
or at least more effectively managed, were it not for other exogenous factors that drained 
the regenerative capacity of the productive sectors. To some degree, crisis displacement 
was subsequently attempted through both spatial and temporal processes, as described 
next. Both ultimately proved i nfeasible, and in order to deepen our insights into the depth 
and direction of Rhodesiaõs economic demise, it is worthwhile to examine why space and 
time did not displace capitalist crisis more potently, in contrast to experiences in other 
places or in Zimbabwe during the more recent period.  
 
Geographical limits to crisis displacement  
 
We have observed evidence of overaccumulation in Rhodesia in the form of a massive 
increase in unutilised plant, equipment, stocks and unemployed workers. Capital had 
piled u p in a variety of sectoral bottlenecks with fewer and fewer opportunities for 
reinvestment in the productive process. Devaluation of overaccumulated capital 
appeared inevitable, but as always would be resisted. Thus we turn to countervailing 
state-led strategies ð in particular, expansion of public works projects and decentralisation 
of industrial activity away from the main business centres (Salisbury and Bulawayo) ð 
which were deployed, rather weakly, as a response to these problems. 
 In fact, in much of the world during the mid 1970s, geographical responses to 
overaccumulation were emerging at qualitatively greater scales. These often entailed 
dangerously-high levels of government debt as the basis for expanding public 

                     

44. The Centre for African Studies (1979, 42) printed a series of statements of local business leaders, who, 
from mid 1976, finally established that òwhite minority rule is an anachronism.ó 
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infrastructure, often in outlying ar eas (beyond the major urban centres). In part this 
strategy reflected the inability of the market to lead new geographical investment, at a 
time when a global property market collapse sent clear signals that new construction 
offered an unattractive outlet for overaccumulated capital.  
 This was also true in Rhodesiaõs case, where the property market collapse was all the 
more devastating because the previous round of activity was due, in such large measure, 
to the excessive availability of housing finance. Building society loan policies heralded the 
collapse of real estate in 1975 (a year in which real gross fixed capital formation was near 
the 1974 record and in which real gross domestic product, gross national income and 
private consumption expenditure all c ontinued to rise). The societiesõ mortgage 
originations dropped 53% in nominal terms from 1974 (R$77 million) to 1975 (R$36 
million). Whereas it appears that the societies had earlier pushed the real estate boom, 
their exit accentuated its collapse. Taking together all real estate investments, building 
societies controlled more than 40% of the bond market during the decade (except 1975-76, 
when commercial banks played a larger role by default).  
 The disintegration of the property market is illustrated by th e decline in the total 
nominal value of total commercial, industrial and residential sales in Salisbury (which has 
always represented more than half of the countryõs total real estate market) from R$87.4 
million in 1974 to R$40.6 million in 1977. The number of construction industry employees 
had risen from 45,000 in 1970 to more than 63,000 in 1974, but dropped back to fewer than 
40,000 in 1979. Investors recognised the problem of overbuilding, and in any case real 
estate was considered too long-term an inv estment in such politically -uncertain 
circumstances. Even staid pension and provident funds rapidly disinvested their property 
loans and building society shares at a rate of more than 10% per year during the late 
1970s, and insurance companies pulled back even faster. 
 With the marketõs failure to explore geographical outlets for liquid capital, the state 
initially undertook to shift funds into gross fixed capital formation of various sorts. 
Central government and public enterprises increased their share of total capital formation 
from 37% in 1974 to 43% in 1976 largely on the strength of military infrastructure, black 
township housing, posts and railways and water/electricity supply investments. 
However, the ratio steadily declined as government expenditure  was subsequently 
redirected towards recurrent war costs. (The brutal nature of counterinsurgency imposed 
other constraints to geographical expansion, and in the process further accentuated rural 
underdevelopment.)  
 As even state investments failed to mop up overaccumulated capital, another 
geographical strategy presented itself as a socio-economic option. In many parts of the 
world during the 1970s the locational pattern of cities within regions was being placed on 
the agenda more urgently than ever before. Officials in underdeveloped territories kicked 
off new rounds of interurban and interregional competition between themselves through 
promotion of decentralised investment, including the establishment of capital cities in 
their hinterlands. 45 Often decentralisation policies were inspired by efforts by central 

                     

45. Rhodesia may have been tempted to follow the highly visible model of South Africa. In large part 
through mid 1970s foreign borrowings, Pretoria financed wide -ranging parastatal expansion, emphasising 
improvements in transport and communications,  and the extension of electricity grids and water supply. The 
Vorster regime was also in the midst of an ultimately futile effort to prop up its Bantustans with regional 
decentralisation initiatives. By the early 1980s this had degenerated to giving billio ns of rands in incentives to 
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governments of any and all persuasions to establish ògrowth polesó in underdeveloped 
regions within their boundaries.  
 Decentralisation of investment was the subject of long-running debates in Rhodesia. 
As economic crisis and war intensified in the late 1970s, the urban/rural divide was more 
striking than ever. Planners traced regional underdevelopment to the suboptimal location 
and the lack of maturity of secondary economic centres. Basing their analytical 
framework on a theory of an urban -rural òdual economy,ó they generally advocated the 
extension of urban market-related institutions and systems (such as credit) into 
geographical areas not fully penetrated by the market. 
 The implications of this framework for Rhodesiaõs emerging regional policy are 
important. òUrbanisation is well developed at the upper levels but poorly developed at 
all other levels,ó according to a seminal 1978 study by Robin Heath (1990, 179,181). òIf the 
growth of medium -sized cities can be encouraged by implementing a vigorous policy of 
decentralisation, they may become true ôgrowth points,õ each serving separate regions, 
attracting migrants from surrounding rural areas, and contributing significantly to the 
national economy and overall national development.ó This sort of logic emerged from an 
idealised notion that the spatial extension of capital would improve the lot of the rural 
peasant. It was a particularly easy recommendation to make at a time when urban 
markets were relatively saturated with investment, as was the case in the mid and late 
1970s. 
 Thus in 1974, the state launched an initial attempt to address the question of regional 
and rural underdevelopment through a White Paper, but this, however, òfailed to offer 
specific incentives or disincentives, or to promote particular growth points in the Tribal 
Trust Lands (TTLs), expressing instead merely a desire for decentralisation anywhere 
outside Salisbury,ó according to Dennis Davies (1981, 76), who labelled it òa pre-majori ty 
rule concept concerned only with the developed parts of the national space economy.ó 
Subsequently, a 1976 Regional Town and Country Planning Act delineated six planning 
regions, which were hopelessly biased towards administrative not functional boundari es. 
 By 1978 a revised policy was issued. According to Heath, òOfficial thinking appears 
to be that if ôgrowth pointsõ can be created in the TTLs, regional disparity will be lessened 
and the economic development of the problem areas will be boosted.ó46 Economic 
functionality was behind this approach (òconsultationó with community residents was 
given lip service and ignored in practice). But the intellectual reliance upon both orthodox 
planning models (such as Christaller central place theory) and the dual economy thesis, 
which saw the trees but not the forest, ensured the root causes of uneven regional 
development would be ignored.  
 In fact, moderate as it was in reconstituting spatial relations, the regional 
development scheme was adopted in modified form by  the Zimbabwean government 
after independence. Its lack of real potential to òsolveó uneven development (particularly 
                                                                               

Afrikaner, Taiwanese and Israeli industrialists in order to attract them to òdeconcentration pointsó 
(Tomlinson and Addleson, 1987; Bond, 1992b). 
46. Some of the new growth centres would serve barren, arid areas (Sanyati in Mashonaland West, and 
Tshotsholo and Nkai in Matabeleland North); others would centralise livestock (Maphisa, Mataga, Ngundu 
and Rutenga in Matabeleland South); others still would support mining and forestry (Chisumbanje, Pungwe 
and Hauna in the eastern highlands); and others would serve densely-populated regions (Mharadzano, 
Gutu, Nyka, Jerera). Basic services to be offered included town planning, infrastructure development, 
building and housing construction, and business promotion.  
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rural underdevelopment), though, is probably a function of the overdevelopment of urban 
centres. The cities were shaped by factors such as the substantial flow of capital into white 
suburban-sprawl development and to a lesser extent into Salisbury CBD property. And 
intensive investment processes had, by the mid 1970s, cemented into the Rhodesian 
economy such powerful overaccumulation tendenc ies in the key cities and towns that 
there appeared no feasible short-term geographical outlet for those funds. After the half -
dozen main manufacturing centres, nowhere else in Rhodesia could begin to offer the 
infrastructure, amenities or reserves of skil led labour, given that the basic disarticulated 
structure of the economy was not seriously challenged by the planners. 
 On balance, therefore, geographical strategies ð whether through public investment 
programmes or through decentralised private investmen t ð proved a relatively ineffectual 
factor in crisis resolution at the time it was most desperately needed, during the late 
1970s, and this is one reason for the great depth of the downturn that Rhodesia 
experienced. The contrast with other times and places is evident enough. For example, 
during the 1950s Southern Rhodesian industrialists and farmers could depend (for at least 
a few years) upon expanding Federation and international markets in order to overcome 
the tendency to overaccumulation. Likewise, in  South Africa during the 1970s there was a 
powerful, multi -faceted geographical approach to the displacement of overaccumulation, 
one implemented by capital as well as government. In contrast, such spatial routes were 
barricaded in late 1970s Rhodesia. 
 What was most wrong, it appears, is that massive and ultimately extravagant 
intensive manufacturing and mining investments characterised the mid 1970s. These 
consequently made it difficult for state and capital to accomplish a smooth and 
sustainable switch of funds into more spatially and sectorally extensive productive circuits. 
Moreover, the ability of the state to increase infrastructural investments (water and 
electricity) or black housing in counter -cyclical fashion during the late 1970s was 
constrained by mounting budget deficits and by war. The war itself may have provided 
some stimulation to the besieged economy, yet to the degree that it amplified uneven 
sectoral development by drawing resources into military production, this further 
curtailed buying power in the consumer market, as witnessed by ever-higher levels of 
taxation not to mention the interruption of rural trade in many areas. Furthermore, there 
were diminishing prospects for further import -substitutions given the small absolute size 
of local markets. 
 As a result, uneven geographical development was also accentuated during the late 
1970s crisis. By the mid 1970s intensification of production processes in industrial 
districts, in mines and on commercial farms centralised investment and led to even more 
inequality in urban, rural and regional development. The towns were overwhelmed by 
flows of war refugees, at the same time employment levels in the urban manufacturing 
sector suffered enormously, and there were also deep (white) emigration-related cuts in 
domestic services employment (black maids and gardeners). Commercial farms were in 
the midst of their purge of farmworkers, which affected, between 1974 and 1983, some 
100,000 employees and their families. 
 The Rhodesian Front regime is largely to blame for the way the brunt of the crisis was 
borne by those in society who were already worst off. Yet the preceding litany of 
geographical unevenness and human degradation is not the full story. Many of the other 
factors determining the economyõs spatial limits ð world recessionary barriers to exports, 
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the intensive (not spatially extensive) nature of the mid 1970s investment wave, the 
limited buying power for housing commodification in black townships, overproduction 
(and subsequent land underutilisati on) on commercial and communal farms ð can be 
traced not merely to state oppression and neglect, but quite directly to the very laws of 
motion of Rhodesian capitalism. 
 Neither is this meant to excuse the Rhodesian Front regime for failing to creatively 
invest surpluses that had built up in the economy. However, it is to argue that the 
geographical barriers to growth were substantial, and that in a sense, capital imposed 
some of these upon itself. The proof of the argument lies in the endurance of the distorted 
geographic logic of capitalism following independence.  
 In sum, given the contingencies of the UDI period, all these diverse geographical 
factors ultimately limited ð rather than enhanced ð the capacity of capitalists and policy-
makers alike to cope with the economic crisis by systematically displacing it across space. 
Even more troublesome, perhaps ð and in contrast to the deepening of financial markets 
during the previous (late 1950s) period of overaccumulation crisis ð in the 1970s a new set 
of constraints emerged which prevented a temporal solution through recourse to finance.  
 
Temporal limits to crisis displacement  
 
Across the world the 1970s and 1980s were littered with attempts to expand financial 
markets in a manner which effectively (if only te mporarily) displaced overaccumulated 
capital through time, and in the process provided the illusion that economic stagnation 
was being postponed indefinitely (Magdoff and Sweezy, 1987). 
 Indeed by turning our attention specifically to developments in the R hodesian 
financial system, a great deal more about UDI-era economic processes and state policies 
can be made intelligible. For one, the financial system played a short-lived role in 
capturing some flows of funds directed away from the circuit of productive  capital by 
manufacturing firms. However, notwithstanding a tightened monetary policy in the late 
1970s, the low rate of return on financial assets ð and especially the lack of likely 
speculative outlets ð limited the attraction of the financial circuit to  increasingly liquid 
investors. In any case, long-term financial investments were to be avoided in view of the 
generalised search for greater liquidity that was underway as an uncertain political 
transition approached.  
 In 1974-75, as manufacturing fixed capital investments peaked, there were noticeable 
shifts in funding flows between productive and financial circuits. As overaccumulation 
became apparent, Rhodesiaõs four commercial banks were the immediate beneficiaries. 
When they offered a new three-year time deposit, their fixed and savings deposits soared 
to extraordinary levels ð R$313 million in 1975 (a 92% increase over 1974) ð partly on the 
basis of R$15 million in new funds drawn from firms in manufacturing, mining and 
agriculture (Figure 5.5). Indeed from 1973-77, the share of GDP contributed by finance 
and insurance rose impressively from 3.9% to 6.6%. Bank profits were consistently strong, 
and in relation to total gross operating profits jumped from 1% in 1965 to nearly 5% in 
1977 (although they receded when industrial capital subsequently began to recover). 
 Later, the banksõ tendency towards a relative òdelinkingó from industry under such 
conditions was subsequently confirmed by a rapid decrease in loans to manufacturing 
and mining concomitant wit h a slight increase in loans to finance and insurance 
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companies between 1976 and 1979. Financial sector borrowers were the only ones to 
increase their debts to commercial banks in real terms in the late 1970s, as even public 
sector borrowing declined, whic h suggests the depth of the overinvestment crisis.47 
 On the other hand, even bank accounts were not without a risk component for 
depositors, since potential nationalisation of the countryõs banks was beginning to be 
taken seriously by 1978, with Rhobank publicly lobbying against it (Clarke, 1980a, 106). 
Bank nationalisation was the one sustained radical proposal made during subsequent 
UNCTAD discussions (Stoneman and Cliffe, 1989, 42). 
 Overall, though, there was an absolute lack of viable speculative investment 
prospects. Aside from bank deposits, which provided listless returns, other outlets for 
holders of liquid funds looked even gloomier as the downturn deepened and as 
foreboding political change grew closer. The real estate market had crashed decisively 
and the Rhodesian Stock Exchange offered little relief, as it only began a mild recovery in 
1978, with turnover well below the level reached in 1980. Insurance company investments 
in property, stocks and shares were anaemic in 1978 and 1979. 
 Soon another important funding shift occurred within the financial system. Liquidity 
rose significantly as the transition to majority rule approached. In 1975, financial liquidity 
levels were generally close to the regulatory minimum required for building societies a nd 
finance houses, but over time they increased considerably in all financial institutions 
(banks, for example, at one point in 1979 held R$120 million more in liquid assets than 
required). In 1977, investors moved tens of millions of dollars from the comm ercial banks 
to a òflexi-depositó scheme of the building societies which featured easier liquidity. Then 
investors switched time deposits worth tens of millions of dollars into yet more liquid 
savings and checking accounts (demand deposits) in commercial banks, with the outflow 
peaking in March 1980, a month before the election. Similarly, the òcash-on-handó of 
pension and provident funds rose from R$25 million in 1978 to R$48 million in 1980. 
 In sum, the expansion of the financial sector in the last years of the Rhodesian 
economy was not sustainable under conditions where liquid funds could simply not be 
invested in well -established speculative markets such as shares and property. Partly 
because of the anticipated political turmoil, partly because with reg ulated interest rates 
and innumerable restrictions the returns on financial assets were low, and partly because 
the emergence of overaccumulation in the productive sectors was relatively recent, the 
Rhodesian financial circuit lacked the prospects for grow th and power evident in many 
other parts of the world. A decade later, things would be very different, partly as a result 
of state policies adopted soon thereafter, which for the most part were sustained into the 
1980s. 
 
State financial policy and politics  
 
There are several areas of financial policy to consider. First, the devaluation of the 

                     

47. Under the prevailing con ditions, however, it would be wrong to treat these symptoms of a rising 
financial circuit of capital ð in particular the large 1975 bank deposits by industrialists ð as òspeculative.ó The 
rate of return on financial assets was often guaranteed (especially in time deposits) and was generally 
negative in real terms. Indeed negative real interest rates were common across the developing world prior to 
the 1980s-90s era of positive real rates. (For a defense of the policy in relation to productive sector growth, 
see Burkett and Dutt, 1991.) 
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Rhodesian dollar in the mid 1970s represented an about-face on a twenty-five year old 
practice. Second, a relatively conservative monetary policy continued to exist 
simultaneously with an active counter -cyclical fiscal policy. Finally, in broader debates 
about the impact of the transition to majority rule, financial capital played a nearly 
invisible role.  
 In 1975 the Rhodesian dollar was devalued by 10% against the South African rand 
and 8% against major currencies. In late 1977, Rhodesia announced another 3% 
devaluation against the rand and 6% against the major currencies. And again in April 
1978, there was a devaluation, this time 5% against the rand and 8% against the major 
currencies. Exchange controls ð especially multinational corporate profit repatriation ð 
were toughened marginally in 1976, reflecting an emerging foreign exchange crisis as 
Rhodesiaõs net foreign assets declined. 
 Simultaneously, in real terms monetary growth slowed in 1975 and 1977, and 
monetary velocity slowed even in years (1976, 1978, 1979) that the money supply 
increased, thanks to what Xavier Kadhani (1986, 106) calls òradically restrictionist policies 
of the classical IMF short-run stabilisation variety.ó As Reginald Green (1985, 61) 
suggests, òOver 1974-79 Rhodesia (as it then was) ran an IMF type stabilisation 
programme ð for different reasons and also without using Fund resources.ó Yet the bank 
rate was consistent at 4.5% and treasury bills were offered at a low 3.5%, so this was not a 
case of a restrictive interest rate-based monetary policy. Instead the Reserve Bankõs 
òcompensatory monetary policyó allowed the money supply to expand gradually. Only 
in May 1979 were liquid asset requirement ratios of the banking sector increased by 10%. 
As statistics cited earlier suggest, liquidity in financial markets remained high. The òIMF 
short-run stabilisationó effect was apparently achieved through higher taxes (including a 
huge 12% surcharge imposed in 1977) and wage restraint, which together were key 
vehicles for slowing consumer spending.  
 But while the brakes were on for monetary expansion, the accelerator was pushed 
down hard on state spending. The government budget deficit reached an alarming 15% of 
GDP in 1979, nearly entirely funded by domestic sources.48 But the use made of the 
capital markets by investment authorities was probably not optimal. Fiscal policy could 
have played a stronger counter-cyclical role if even more borrowing had replaced  the tax 
increases and also if longer-term infrastructural investments had taken the place of huge 
recurrent war costs. And while the Finance Ministry and Reserve Bank adopted an 
excessive degree of monetary conservatism in the late 1970s ð pleasing to equally -
conservative bankers concerned about rising inflation and the potential for currency 
degradation ð the corresponding deflationary impact on the economy did little to pave 
the way for a smoother political settlement.  
 And indeed there exists little con crete evidence of a positive role played by financial 
institutions in the political transition. What little information there is does not contradict 
the general thrust of these conservative trends. Local financiers tried, for example, to 
attract foreign in vestors and donors to Rhodesia. This would have more than a 
psychological impact ð it would also tie the future state to the dictates of foreign creditors 

                     

48. Aside from the illegal US$29 million loan for RISCO in the early 1970s and a US$15 million loan floated 
in the Eurodollar market in 1978, there were no other placements to speak of. Although a public sector loan 
of R$195 million was arranged from South Africa to cover deficits in 1978 and 1979, total foreign liabilities 
declined by 40% during the 1970s. 
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(including the parents of the Rhodesian bank branches) (Windrich, 1978, 49). 
 However, notwithstandin g promises of billions of dollars in development finance by 
British and US negotiators in the event of a political settlement, relatively tight financial 
sanctions prevented international financiers from playing anything beyond a very minor 
role in the Rhodesian economy (in contrast to South Africaõs a few yearsõ later) (Bond, 
1991a). Nor was there any discernable role in the Lancaster House settlement (aside from 
financial aid to the combined ZANU -ZAPU Patriotic Front from the Bank of Credit and 
Commerce International).  
 There was, of course, the ubiquitous World Bank, still concerned about pre-UDI era 
projects and outstanding loans, as well as the transition process. Back in 1966, a top Bank 
official had served as an òobscureó back-channel between Prime Minister Wilson and Ian 
Smith (Joyce, 1974, 327), and over time, the Bankõs involvement became more direct over 
time. As Robert Mugabe (1979, i) put it,  
 
 In the wake of the escalating war and the flight of so many European settlers, 

an African petit -bourgeoisie is being formed very rapidly as Africans move 
into white farms, suburban homes and even jobs. In 1974, with the help of 
the World Bank, local European businessmen launched a fund and a 
Foundation, called the Whitsun Foundation, to provide capital to the new 
black petit -bourgeoisie to buy property and to initiate a variety of economic 
studies. The national development plan proposed by the Foundation is a 
blueprint for neocolonialism that militates against the freedom of the future 
independent State of Zimbabwe to embark upon programmes for socialist 
transformation.  

 
These words proved prophetic. Both the Bank and the Whitsun Foundation strongly 
promoted credit expansion as a rational ð and still profoundly market -oriented ð 
approach to post-independence òdevelopment.ó However, in contrast to such far-sighted 
liberal initiatives, local financial institutions played only a muted role in the political 
transition, in spite of their economic power.  
 While Rhobank, for example, called for òa planned transition to majority ruleó in late 
1978, it argued that òexpanded credit and loan facilities to ôindigenous entrepreneursõ 
should not itself be a criterion but should occur as a process of upliftment of these 
individuals through improved basic technical know -how and informationó (Clarke, 
1980a, 106). Other banks appeared far less psychologically prepared for the transition, for 
as Neva Seidman Makgetla (1983, IX,10) points out, Standard banned the use of African 
languages (even for relaxation) during working hours in 1978, and both Standard and 
Barclays officially opposed equal pay for women employees who were said to be of òless 
valueó than men in the same jobs. 
 In sum, the attempt to find a temporal means of displacing overaccumulation through 
expansion of the financial sector ð both in terms of assets and in terms of political power ð 
was not effective. Ultimately, for a variety of contingent reasons, the rise of finance was 
truncated and politically irrelevant.  
 
Conclusion: Financial repression and political tra nsition  
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This chapter has explored aspects of the rise and fall of Rhodesiaõs UDI economy. We 
noted, in particular, that overaccumulation crisis was characterised by unevenness of 
investment, output and consumption between the luxury and basic consumer goo ds 
industries and certain of the capital goods industries. In part this sectoral unevenness can 
be attributed to particularly malevolent reactions by state and capital to economic crisis 
and guerrilla war, which made for increasing disparities of income an d power between 
races and between classes. What is most important, is that industrial overinvestment in 
the mid 1970s is mainly what underlies the subsequent prolonged period of 
underinvestment.  
 This is not an uncontroversial finding, because during the l ate 1970s even self-
described Marxist researchers adopted a variety of non-structural interpretations of the 
most pressing issues: the impact of sanctions, the scope for post-independence 
redistribution, economic power relations, engagement with the intern ational system, the 
forthcoming òtransition to socialismó (see the survey by Burdette and Davies, 1987). There 
was, unfortunately, very little effort to root these issues in the dynamics of sectoral 
accumulation, space and time. Instead both the 1970s crisis and the stagnation which 
enveloped Zimbabwe for much of the next decade was either attributed to exogenous, 
once-off factors, or too closely derived from the international crisis, or at best seen merely 
in terms of òunderconsumptionó (only one half of the equation). Deeper problems in 
sustaining accumulation, following the deluge of mid 1970s capital investments, were 
passed over without comment, and their longer -term ramifications ð such as tendencies 
towards increased financial liquidity, corporate ind ebtedness and speculation, all of 
which exploded in the late 1980s ð largely ignored.  
 In contrast, this chapter identified overaccumulation as the underlying economic 
dynamic of the 1970s, and showed how displacement of overaccumulated capital across 
space and through time was half -hearted and infeasible. As previous chapters suggested, 
the role of space in crisis displacement appears initially as a palliative, a geographical 
solution to overaccumulation tendencies, a means of removing excessively liquid capital 
from one place to another in search of higher returns. But geographical extension can also 
magnify underlying problems, especially if the strategy amounts merely to the 
reproduction of existing relations in new spaces. New spaces for accumulation were hard 
to find in 1970s Rhodesia, and so internally, uneven spatial development was accentuated 
especially between town and countryside.  
 Time was just as ambiguous a factor in both crisis formation and late 1970s attempts 
at its resolution. This was part ly because of the immobilising effect of the huge fixed 
capital investments from 1973-76, and, later, because of limited prospects for political 
stability that the Rhodesian Front could offer investors. But perhaps the most important 
barrier to expanding t ime horizons was the relative lack of power of financial elites even 
in the late 1970s. 
 Credit usually offers the most efficient means of displacing crisis through time. 
Domestic credit expansion might have helped, but was not possible. Finance was 
ascendant in the late 1970s at exactly the stage of accumulation that credit demand 
collapsed, broader monetary discipline was applied, and political uncertainty peaked. 
Moreover, Rhodesia (unlike so many semi-peripheral economies) had no real access to 
foreign loans, which were the vehicle for so much international crisis displacement during 
the 1970s. In any event, the main basis for foreign loans to a Rhodesian economy already 
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suffering severe overaccumulation, would have been in expanding the economyõs spatial 
horizons through development projects (transport, communications, energy, water and 
the like), as was occurring throughout the Third World at the time. This route, we have 
suggested, was strewn with difficulties in Rhodesia. Thus in spite of its enhanced  
profitability, finance continued to exhibit characteristics of repression, not expansion and 
strength. 
 At the end of the day, only a political transition would (temporarily) remove the 
geographical and temporal constraints to crisis displacement. From the time of Britainõs 
Pearce Commission ð which in 1972 found overwhelming opposition to any settlement 
that left intact the racial pillars of Rhodesian colonialism ð Handford (1976, 29) discerned 
a òdramatic mood changeó among whites: òFrom now on the general feeling was that 
something always seemed to be going wrong.ó There ultimately emerged a powerful 
psychological sense, from 1977 or so, of the difficulty of displacing the economic crisis to a 
future time through long -term public works infrastructural in vestment (especially when 
that investment came under increasing military attack). Notwithstanding the barrage of 
official propaganda about the unpopularity of the Patriotic Front amongst the masses, 
smart investors turned decidedly liquid during the late 1 970s, fearing the eventual 
outcome, a government led by Mugabe and the nominally -socialist ZANU.  
 What then, of finance during the UDI era? The political significance of financial 
repression becomes fairly clear at this point. There was, during the late 1970s, a belated 
and incomplete rise in financial power, and the social role of financiers was nothing like it 
had been two decades earlier (or a decade later). There was, simultaneously, a belated 
effort to set the stage for a transition of formal state power to black nationalists that would 
retain the basic features of the Rhodesian capitalist system, but in deracialised form. 
Ideally, this would have been substantially assisted by infusions of credit into black 
townships, rural areas and small black-owned businesses. 
 To this end, the most substantial credit-oriented rational capitalist programme ð that 
of the Whitsun Foundation ð revealed the influence of the World Bank and its ideas. Yet 
this was not a period in which international -scale geopolitical considerations or the power 
of international financial institutions were anywhere as near as dominant over 
Zimbabwean nationalists as they would later be. And Rhodesian financiers had not yet 
discovered any truly effective means of providing sustainable, large -scale levels of credit 
to black borrowers (with the exception of those from the middle classes beginning to 
desegregate the northern suburbs). This was due, as usual, to insufficient levels of black 
consumer buying power. But it was also due to restrictiv e monetary policy and tight 
controls on finance (including, until a very late stage, laws regulating black land 
ownership). Ultimately, the scope for a finance -driven economic reform strategy was, 
ultimately, uneven and basically unsuccessful. 
 The termination of colonial -capitalist Rhodesia, at Lancaster House, was therefore less 
influenced by the emerging (but very low -key) financial elite, and more by residual 
military calculations. But before long, the sustained nature of the economic crisis of neo-
colonial capitalism eventually paved the way for the hegemony of finance over crucial 
aspects of Zimbabweõs uneven development, as subsequent chapters demonstrate. 
 Nevertheless, what is striking about the partial rise of financial markets during this 
period, is that notwithstanding a set of political and policy -related contingencies that 
limited the operation of geographical and temporal strategies through finance, the 
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underlying tendency was indeed operative:  overaccumulated capital flowed out of fixed 
manufacturing capital investment and into the financial markets. 
 It was only in the mid and late 1980s that this tendency was given free reign, and that 
the long-term crisis of stagnation experienced by Zimbabwean capitalists, whose roots we 
have traced to their vast overinvestment in fixed capital during the mid 1970s, ultimately 
led to a full transformation in the nature of the Zimbabwean economy. But this was not a 
transition to a socialist Zimbabwe, as the liberation movement promised, but ultimately to 
a decontrolled, deregulated peripheralised capitalism subservient to extremely powerful 
international and local financial markets.  
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 CHAPTER SIX  
 
 POST-INDEPENDENCE  
 òSOCIALISM,ó NATIONALISM AND 
 CAPITALIST STAGNATION  
 
 
 
 
 
Introduction  
 
In the last chapter the 1960s boom and 1970s economic crisis were explained in large part 
using classical Marxist insights about the push and pull factors which direct flows of 
capital into diff erent sectors over space and time. Under the prevailing conditions, very 
little scope existed for tightly -controlled financial markets to operate freely, to send liquid 
capital into more auspicious investments, or to exercise control over the direction of the 
countryõs political evolution during the transition from Rhodesia to Zimbabwe. But 
following independence in April 1980 the relative power and importance of financial 
flows in the economy changed dramatically. In view of the fact that subsequent chapte rs 
are devoted to speculation, debt and financial control issues, this chapter downplays the 
financial aspects of uneven development so as to turn attention to the underlying 
conditions of stagnation in the productive sectors of the economy. 
 The perseverance of economic stagnation is, by nearly all accounts, the single most 
important constraint Zimbabwe experienced in its political and social life since 
independence. (As structural adjustment policies did their damage in the early 1990s, 
there was a perceptible shift from nagging concerns amongst even the business elite over 
stagnation to outright panic regarding the growing prospect of full -fledged 
deindustrialisation.) The legacy of stagnation is very often blamed in popular discourse 
on ZANUõs 1980s òsocialistó orientation, which requires a bit of debunking. In reality 
many of the policies adopted by the new government in the field of economic 
development represented continuity from the worst of Rhodesian state capitalism, rather 
than change. Ironically, perhaps, it was as a result of the failure of such policies that the 
opportunity arose for the power of finance to make itself felt. Throughout the 1980s, the 
existing economic structure ð classic monopoly capitalism, with key sectors still controlled 
by whites and foreign companies ð and many supportive state policies were sustained, 
and these were important in setting parameters on how development would proceed. In 
particular, they made it difficult to generate new options for accumulation. Instead, it 
would take a decade of capitalist stagnation before radically free-market policies were 
deemed necessary. 
 Post-independence stagnation and crisis can be easily illustrated by surface-level 
statistics.49 Following the boom of 1979-81, only in 1985 and 1987-90 was there real per 

                     

49. All statistics not otherwise cited are from Central Statistical Office, National Income and Expenditure Report 
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capita GDP growth. The years 1982-84 and 1986-87 witnessed negative per capita GDP 
growth ð in 1984 and 1987 of -4% ð and 1992 showed an enormous per capita GDP loss of 
11% followed by a paltry, uneven recovery. The most conspicuous symptom of stagnation 
is the incessant decline in the percentage of the population formally employed, which 
peaked in 1960 at 19%, declined but peaked again in 1975 at 17%, and steadily dropped to 
around 11% in the early 1990s. By then the unemployment rate had reached 50%, as 
200,000 young people were discharged from schools each year but looked forward to job 
creation of 20,000 in a good year. The result was often described as a òtime-bomb,ó and a 
consensus thus eventually emerged among the countryõs elites, under heavy pressure 
from international financial institutions, that the only possible means of defusing it was 
economic liberalisation in the form of a draconian òEconomic Structural Adjustment 
Programmeó which was applied from 1990. 
 This chapter explains the persistence of stagnation and uneven development in the 
context of surface claims of a transition to socialism. The intention is not to offer a 
comprehensive survey of social and spatial developments since Zimbabweõs 
independence but to provide, ins tead, a series of snapshots of different aspects of the 
Zimbabwean experience. These help us to locate processes of class formation, financial 
speculation, uneven urban and rural development and international financial control in 
subsequent chapters. 
 
Repression, class formation and socialist rhetoric  
 
One of the first chores any commentator on Zimbabwe faces is separating socialist 
rhetoric from raw capitalist reality. During the 1970s both ZANU and ZAPU adopted 
what were termed òscientific socialistó principles, although these were distinguished for 
their pragmatism. The ZAPU Revolutionary Council (1977, 4), for example, once insisted 
that òprofit is the mainstay of all exchange, bargains or trade and is not per se a 
contradiction to socialism.ó Marxists with more integrity were to be found in the 
Zimbabwe Peopleõs Army and March 11 Movement (which were both suppressed), but, 
according to David Moore (1992), their òchallenge did not extend significantly beyond the 
intelligentsia on the road to power, and th us did not gain hegemony within the popular 
classes.ó 
 While the class character and ideological legacy of the Zimbabwean liberation 
struggle are still bitterly contested, 50 one theme stands out: in contrast to more romantic 
notions of the possibility for r adical transformation of the living conditions of peasants 
and workers under a friendly nationalist government, 51 the connection between those 
directing the struggle and the constituencies meant to benefit was ultimately tenuous. Ian 
Phimister (1988b, 8) concludes that òThe alliance of rural class forces underpinning the 
guerilla struggle which eventually overthrew Ian Smithõs Rhodesian regime was united in 
opposition to colonialism but little else. There was no shared vision of the future beyond 

                                                                               

and the CSO Quarterly Digest of Statistics and ð even when somewhat dated ð reflect the latest and most 
accurate figures available. 
50. For critiques of the òpetty bourgeoisó class character of the Zimbabwean liberation struggle see Yates 
(1980), Astrow (1983), and Sylvester (1990), and for an assessment of some of the more repressive aspects of 
the guerrilla strategy, see Kriger (1988). 
51. See Martin and Johnson (1981), Lan (1985) and Ranger (1985). 
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the recovery of land lost to the whites.ó 
 It is in this sense that there was no durable basis amongst existing social forces for the 
liberation movementõs socialist ideology. And it should not be surprising, therefore, that 
from colonial days through the post -independence period of Zimbabwean òsocialism,ó 
capitalist relations persisted without substantial threat of upheaval. Three years prior to 
independence, an exceptionally accurate prediction was made by R. Murapa (1977, 28): 
 
 The present alliance is not dictated by ideological homogeneity, rather, it is one 

of convenience between a politically ambitious petty -bourgeois leadership, 
a dependent and desperate proletariat and a brutally exploited and 
basically uninitiated peasantry. The hope to neutralise the real capitalist 
forces of exploitation remains distant. After national liberation, the petty -
bourgeois leadership can abandon its alliance with the workers and 
peasants and emerge as the new ruling class by gaining certain concessions 
from both foreign and local capital and, in fact, forming a new alliance with 
these forces which they will need to stay in power. Of course, lip service 
commitment, a la Kenya, to the masses, will be made. 

 
Indeed Zimbabwe perseveres long after independence as a semi-peripheral neo-colony ð 
witnessed by its profound reliance on exports of primary commodities, extreme 
differentiations in domestic income and wealth (which remained among the most skewed 
in the world), and Zimbabweõs wholesale adoption of the economic and social policies of 
international financiers. However, this reality was somewhat veiled during the 1980s by 
the combination of radical -populist rhetoric from government (and especially 
government-controlled media) and the steady hand of a strong and visible national 
capitalist class (especially in manufacturing and agriculture). The notion that a socialist 
experiment was underway in the years after independence, all evidence to the contrary 
notwithstanding, served both groups well.  
 To illustrate, the white capitalist class firmly overlapped with Zimbabweõs vocal but 
small liberal elite, who generally looked down upon the liberation forces with scorn. This 
was a long-standing characteristic, as thinly-veiled racist overtones often distinguished 
liberal attacks on the socialist project in Africa. In her biography, renowned writer Doris 
Lessing recounted, from early adulthood (during World War II), membership in a tiny, 
lily -white Southern Rhodesian Communist Party which soon disintegrated, apparently 
because of the groupõs total failure to tap into the kind of organic radicalism of black 
workers that generated a general strike in 1946. Bitter, Lessing (1994, 279) had 
inexplicably concluded that òCommunism was too abstract and inhuman an idea to 
satisfy Africans ð and in fact, when later there were Communist or Marxist regimes, they 
did not last long.ó Lessing (1994, 367) considered post-independence Zimbabwe a 
òCommunist government, too extreme for the natural temper and style of the black 
people.ó 
 To local white elites and their allies in international financial institutions responsible 
for development aid, blacksõ alleged temper and style were, it seemed, better geared to 
the inculcation of petty -bourgeois norms and values, through a variety of well -known 
methods (Chapters Four and Nine describe the key example of housing finance). Under 
such pressures, the post-independence class-forming process soon degenerated into a 
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situation in which not only would any residual socialist consciousness wither but full -
blown compradorism ult imately prospered. As Arnold Sibanda (1988, 62) explains, 
 
 The reconciliation with whites, together with some fundamental aspects of 

their colonial rule and patterns of ownership of the means of production, 
constitutes nothing beyond an institutionalisati on of class alliances as a 
condition for an orderly transfer of power from a settler -colonial state to 
nationalist militants without disruption of the reproduction of capitalism. 
Thus the [Lancaster House] constitution was a concrete manifestation of the 
triumph of the condensed class-strivings of monopoly allied with settler 
capital over the national democratic bloc, a triumph which successfully 
prevented the materialisation of a full national democratic revolution. The 
new state thus emerged with features of a classical neo-colonial formation 
with the corresponding class structures. 

 
How, then, to explain the decade-long maintenance of official socialist discourse in 
Zimbabwe under such conditions? A brief review of the challenges to ZANU hegemony 
suggests that the countryõs nationalist leadership spent the 1980s maintaining left-wing 
discourse apparently in order to repress protest mainly from the Left. 52 Workers, for 
example, engaged in 150 formal and wildcat strikes against private firms immediately 
before and after independence (accounting for 72% more lost days than Zimbabweõs 
much larger, more proletarianised neighbour South Africa experienced in 1980). Brian 
Woods (1988, 286) considers the circumstances in which newly-elected Prime Minister 
Robert Mugabe found himself in May 1980: 
 
 The Prime Ministerõs crucial meeting with Harry Oppenheimer, head of 

southern Africaõs largest transnational corporation, the Anglo American 
Corporation, coincided with the start of two large and relatively prolonged 
strikes at the companyõs major coal mine in the northwest and its sugar 
estates in the south of the country. It was at those two strikes that the police, 
and in the case of the Wankie Colliery, the army, were sent to protect 
installations and those who returned t o work, as well as to arrest thirteen 
miners under the provisions of the Industrial Conciliation Act [of 1934].  

 
Also in 1980, Mugabe declared one strike of bakery workers ònothing short of criminal,ó 
while his Labour Minister Kumbirai Kangai sent in polic e to end a strike at a transport 
firm and declared:  òI will crack my whip if they do not go back to work.ó53 A second 
wave of strikes, beginning in early 1989 and lasting through mid 1990, was met with 

                     

52. Sender and Smith (1986, 133) conclude their analysis of African capitalist development with the 
contention that òIt is not a coincidence that working-class activity has been muffled by many post-
Independence African governments in name of ôunityõ or ôAfrican socialism,õ since it is precisely from 
organised labour that such regimes have most to fear.ó 
53. Kangai, later the Minister of Industry and Commerce responsible for early implementation of the 
Economic Structural Adjustment Programme, and then Agriculture Minister during the 1990s land 
redistribution scandal, was al so noted for plagiarising, word -for-word, paternalistic speeches of a former 
Rhodesian Front Labour Minister (Wood, 1988, 290-291). 
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police violence (for example, against teachers in downtown Harare), and also featured the 
detention without charges of Zimbabwe Congress of Trade Unions leader Morgan 
Tsvangirai under the 1965 Rhodesian State of Emergency, still in force at that stage. 
Subsequent strikes were generated largely from the public sector, in health, the postal 
service, airlines and railways. Aside from the occasional minor success, most were dealt 
with in authoritarian manner and ended with the workers defeated and despondent.  
 To illustrate the importance of ideological concerns, Tsvangiraiõs 1989 detention was 
specifically motivated by his mild support for a courageous verbal attack on the 
government by University of Zimbabwe students, who remained a consistent thorn in the 
governmentõs (left) side during the late 1980s and early 1990s. The students were 
periodically harassed, locked up in the course of demonstrations, and faced university 
closure on several occasions. A draconian law was introduced to control the students by 
effectively making the university a parastatal institutio n, and ZANU functionaries used 
left-wing rhetoric to paint the students as òcounter-revolutionaries.ó54 Official political 
repression of a more dangerous sort was experienced by opposition parties ZAPU 
(coinciding with an estimated 5,000 murders of innocent  Ndebele civilians by government 
forces during the 1981-86 Matabeleland conflicts) and the Zimbabwe Unity Movement 
(which opposed ZANU from the right but which gained the support of many urban 
dissenters) (Lawyers Committee for Human Rights, 1986; Mandaza and Sachikonye, 
1991). 
 In addition, landless urbanites faced an unsympathetic government in the early 1980s 
when on two occasions, different groups of 30,000 people were forcibly removed from the 
Harare òhigh-density suburbsó (ie, black townships) of Chitungwiza and Epworth. High -
profile displacement on a somewhat lesser scale occurred in the early 1990s when the 
Queen of England visited Mbare (formerly òHarari,ó the closest high-density suburb to 
the city centre) and was protected ð through forced removal s ð from the unsightly 
spectacle of squatters. Later, when opposition politician Ndabiningi Sithole attempted to 
initiate a shack settlement on his Churu Farm, the authorities clamped down rapidly and 
remorselessly, òclearly motivated by political interests,ó as the Catholic Commission for 
Justice and Peace put it (FG, 19/5/94). More generally though, evictions were carried out 
under the pretence that, in the words of Harareõs Director of Community Services, 
òsquatting is not an acknowledged form of shelter in Zimbabweó (Taylor, 1985, 27).55 
 Women, too, both experienced sustained structural discrimination and received 
severe treatment at the hands of the authorities throughout the post-independence 
period, witnessed, for example, by instances in 1982, 1983, 1986 and 1990 in which 
hundreds of single urban women were ignominiously rounded up at night for alleged 
prostitution (Barnes and Win, 1992, 126). The Zimbabwean constitution prohibited 
                     

54. The ZANU Youth League, for example, issued a statement following one incident which accused the 
students of being òlawless reactionary elements... misguided by enemies of our revolutionó (Herald, 
10/10/89). Shortly afterwards even Education Minister Fay Chung (one of the more serious of left 
intellectuals within ZANU) labelled the protesting students òneo-Nazisó (Africa South, January 1990). For a 
full analysis of the initial round of conflict, see Ncube (1989, 324-328). Major outbreaks of violence and 
rioting occurred at the university in following years, grounded in generally progressive student critiques of 
various governm ent policies. 
55. In the same spirit, Ron Davies and Dewar (1989, 56) inexplicably found in Harare a òstrictly applied 
policy of severe containment of informal and squatter housing development (appropriate to socialist 
thought)ó (sic). 
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discrimination in theory, but exempted gender discrimination based on adoption, 
marriage, divorce, burial devolution of property on death, or other matters of personal 
law (Kazembe, 1986; Batezat, Mwalo and Truscott, 1988). By the early 1990s, Mugabe 
himself forcefully defended womenõs oppression on national television, and also 
displayed hints of anti -Semitism. And in 1995, fierce bigotry against gay men and 
lesbians, bordering on paranoia, became a presidential sport worthy of international 
condemnation. 
 Putting down challenges from social forces with potential left -wing t endencies was 
the only conceivable function of ZANUõs protracted socialist rhetoric. That rhetoric was 
maintained religiously for the first decade of independence, notwithstanding the fact that 
petty -bourgeois party leaders repeatedly violated even their own leadership code 
prohibiting excessive personal capital accumulation. 56 As Lloyd Sachikonye (1995b, 180) 
argues, òThe assumption of the petty-bourgeois leaders of the liberation movement was 
that socialist cadres and party members were largely moulded thr ough ideological 
education... The elements of choice and voluntarism underlay this rationale for the 
adoption of socialism from amongst a menu of ideologies.ó 
 The evolving words and actions of leading ZANU politician and liberation war hero 
Maurice Nyagum bo are telling, beginning in 1983: òI do not fear that some monster called 
the black elite will jeopardise the revolution, because we are educating people on 
socialism and this is being accepted so that no single class of people will or can make 
people follow them. We do not believe in the elite, they must identify with the rest of the 
peopleó (1983, 7). But by 1986, Nyagumbo was sufficiently worried to call for òan 
emergency congress (to) tell the people that we are unable to fulfil one of our important 
resolutions... mainly that of scientific socialism, because the leaders acquired property... 
appear to have adopted capitalism, become property owners and appear to be deceiving 
our peopleó (Herald, 21/7/86). In 1989, Nyagumbo, then the third -ranking governm ent 
official, committed suicide as a result of his involvement in the Willowvale car assembly 
scandal. 
 By the late 1980s, the ruling partyõs decaying bona fides became the subject of some 
debate amongst Zimbabwean intellectuals who queried the status of the ZANUõs 
òsocialist project.ó Some were misled by the rhetoric ð late in the day the countryõs 
premier geographer, Lovemore Zinyama (1989, 234), forcefully argued that òZimbabwe is 
slowly heading towards state socialismó on the basis of red herrings such as the one-party 
state issue. But just as much as other sectors of society, radical intellectuals, too, had to be 
brought aboard the national project. Ex-President Canaan Banana (1987, vii) noted that 
while òsocialism based on Marxist and Leninist principlesó has made òremarkable 
advancesó in Zimbabwe, it was òregrettableó that òthere does not seem to have been a 
corresponding development in the intellectual sphere that would enable rational 
conceptualisation and evaluation of the content, mode, and pace of our national 
development strategies.ó 
 This was, notwithstanding the fallacious preface, fair criticism. Whether caused by 
romanticism, or perhaps occasionally by subtle and overt pressures applied by 
government, the intelligentsiaõs òfailure of analytical nerveó permitted such optimistic 

                     

56. The scandal involving Willowvale assembly plant car allocations was only the tip of the iceberg, but did 
have the effect of leading to five ministerial resignations in 1989. 
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arguments as ð in this case in the (otherwise extremely critical) work of Colin Stoneman 
(1988b, 4) ð òa process, full of contradictions, gains and reverses, is under way that could 
eventually lead to a socialist society in line with government pronouncements.ó Likewise, 
positing that òZimbabwe, like Rhodesia before it, is somewhere in between socialist and 
capitalist parameters,ó the (self-described) postmodernist Christine Sylvester (1991, 
183,187) hence found òfew sharp conclusions to draw or clear lessons to reiterate.ó A less 
timid group of indigenous intellectuals led by Ibbo Mandaza and associated with the 
magazine Southern African Political and Economic Monthly was on the one hand anxious to 
avoid the alleged òrevolutionary mythologyó of other Northern Hemisphere Africanists 
(namely, John Saul). But on the other hand Mandaza (1986a, 1986b) generally stood ready 
to place the blame upon òinternational finance capitaló ð which, remarked Sibanda (1990, 
2), òapproximates an ôapologiaõ for the ruling petty bourgeoisieó ð while effectively 
neglecting the deeper structural process of capital accumulation.57 
 There were others yet, such as Paul Teedon and David Drakakis-Smith (1986, 
310,323), who contended that Zimbabweõs failure to break with settler -capitalism reflected 
(the otherwise socialist) ZANUõs inability to withstand òthe pressures and blandishments 
of international capitalismó which was in part due to an anti-urbanism inherent in the 
ògeneral Maoist tendencies within African socialism.ó In the urban areas, Neil Dewar 
(1987, 47) recounts an idealised version of ZANU party organisation, pointing to the 
means by which geographic hierarchy was established by òa party inspired by a Marxist-
Leninist conception of socialism... into party Cells, Branches and Districts. This served 
both to politicise and mobilize the people while at the same time ensuring that members 
of the District executive who also became city councillors would be sensitive to, and able 
to respond to, problems experienced at ôgrassrootsõ level.ó58 That ZANU was in reality 
neither pro -peasant òMaoistó nor urban-oriented òMarxist-Leninistó will become evident 
in later chapters. 
 More practical than intellectual observers of Zimbabwean òsocialism,ó perhaps, even 
if ultimately as misleading, was Mugabe himself, who in an interview not long after 
independence spoke of delays in socialist mobilisation òuntil we have managed to 
establish an adequate infrastructure and a basis of human skills, and until we have 
proceeded to educate our people on our principles so that by persuasion they can see the 
                     

57. John Saxby (1989, 79) offers this perceptive critique: òThere is little here by way of a materialist analysis 
(in terms of the social base of the nationalist movement, for example) to explain why an emergent petty -
bourgeois class has secured power. Nor... does the reader have a sense of the possible trajectories of social 
and political change.ó Four exceptions to the rule within the SAPES circle were Sam Moyo, Brian 
Raftopoulos, Lloyd Sachikonye and Arnold Sibanda. See also Saulõs (1993) eloquent rebuttal to Mandazaõs 
charges. 
58. What, then, was the reason for the failure of urban socialism in Zimbabwe? Davies and Dewar (1989, 
43,52,55) argue that òThe productive capacity of the national economy is limited. Furthermore the state is 
constrained by the capitalist economy in the degree to which it may determine the redistribution of surplus 
value.ó They also point to òa change of [state] actors, but not of fundamental structure,ó to òongoing 
development momentum in existing new self -help, ultra -low cost home ownership schemesó as well as to 
recalcitrant colonial city officials and U.S. Agency for Internat ional Development guidelines. But the actual 
accumulation process (including the role of the state), as discussed in this and following chapters, is absent 
from their account. Like Teedon and Drakakis -Smith, Dewar (1987, 24-26) also cites, as constraints to 
socialism, the prioritisation of rural over urban development, overambitious black expectations, the 
òdifficulty in breaking the patterns of people historically engaged in survivalist strategies,ó and the risk to 
Zimbabweõs economic infrastructure. 
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goals as we see themó (Herald, 10/6/81). Until then, ZANU would reign over a state 
monopoly capitalist economy inherited from Rhodesia, and would do so, ostensibly as a 
Marxi st-Leninist party, because state ownership could be legitimised (in the minds of 
official pundits) as a stepping stone to socialist relations of production. As Mugabe 
explained, òSome people argue that ownership by the state amounts to state capitalism. 
That may very well be; it depends entirely on how state ownership translates itself... The 
state, acting as custodian of the people and the society, will ensure that capitalism 
diminishes and that the area of socialism is augmentedó (Moto #6, 1984).59 
 In this spirit, the most charitable statement of Zimbabweõs 1980s doctrine ð in the 
words of the Government of Zimbabwe Transitional National Development Plan (1982, i) ð 
was that ZANU òrecognises the existing phenomenon of capitalism as an historical 
reality, which, because it cannot be avoided, has to be purposefully harnessed, regulated 
and transformed as a partner in the overall national endeavour to achieve set national 
Plan goals. Accordingly, whilst the main thrust of the Plan is socialist... ample room  has 
been reserved for performance by private enterprise.ó Even if completely implausible as a 
description of the Plan itself, this was a coherent ideological call for ever-elusive capitalist 
development in some ònational interest,ó and coincided with other rhetorical statements 
usually ð as in the following example by leading state ideologue Cain Mathema (1988, 
9,10) ð aimed at establishing popular -front politics:  
 
 Our local capitalists, regardless of race and nationality (Shona, Ndebele, 

Khalanga, Tonga, English, etc.) have to be mobilised against neo-
colonialism, they have to be allowed to operate in those areas of the 
economy which at any particular time are found to be operated best by the 
local capitalist class... Also, our capitalists have to be educated to see that as 
long as the multinationals remain in control of the commanding heights of 
our economy, they (our bourgeoisie) will always play a peripheral role. It is 
in their interests therefore to work hand in hand with the government 
because their role will be clearly defined and their interests better protected.  

 
Rhetoric of this sort suggests that multinational corporations would not get red carpet 
treatment in Zimbabwe during the 1980s (although individual tycoons such as Tiny 
Rowland of Lonrho, Tony OõReilly of US-based Heinz and British mining tycoon Algy 
Cluff were fast friends of the socialist rulers, and the influence of Oppenheimer, the 
continentõs greatest magnate, was remarked upon earlier). But in reality, ZANUõs 
corporatist approach pr esented no great threat to capitalist interests, even those 
headquartered in London and Johannesburg.60 On the contrary, foreign investors were 
periodically wooed with much more frank admissions about the state of socialism in 

                     

59. But as Sachikonye (1995b, 182) points out (and as is elaborated in the next chapter), òThe proliferation of 
state development corporations should not be viewed as an altruistic strategy of the newly -installed state 
bourgeoisie to limit or pre -empt the expansion of the private sector. It can be interpreted as a conscious 
attempt by the state-based bourgeoisie to carve a niche for itself for its own accumulation requirements.ó 
60. One exception may have been DeBeers, which following conflicts with the Minerals M arketing 
Corporation of Zimbabwe ð DeBeers insisted on imposing its Central Selling Organisation diamond cartel 
arrangement ð was encouraged to leave. However in 1993 Mines Minister Eddison Zvobgo invited DeBeers 
back (FG, 28/10/93).  
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Zimbabwe, in this case by Finance Minister Bernard Chidzero speaking at a 1982 
investment conference in New York:  
 
 Does the government of Zimbabwe have something up its sleeves? We are 

socialists, are we encouraging you to come so that tomorrow we can grab 
you? If thatõs what you think, I can assure you that we have nothing up our 
sleeves, we are simple pragmatists... Let us not fight the battle on 
ideological grounds. Life is more serious than to be controlled by ideologies. 
Life is very down -to-earth, let us just look at the realities of life. And I 
believe that good businessmen enter into riskier areas than areas where we 
talk about ideologies without doing much about it (emphasis added). 

 
The cowering presentation by the normally urbane Chidzero was immediately followed 
by the more calculated view of the US State Departmentõs Chester Crocker: 
 
 The US believes that Zimbabwe can become a showcase of economic growth 

and political moderation in southern Africa, a region of substantial strategic 
importance to us. That belief rests on facts, not illusions... As part of the 
Reagan administrationõs worldwide policy of support for economic 
development, we have embarked upon several new approaches in our 
assistance programs. We believe these will strengthen the role of indigenous 
private sectors and facilitate US private investment to stimulate developing 
economies. 

 
Providing the icing on the cake, the head of the Confederation of Zimbabwe Industries 
(CZI) quite prophetically  
 
 concurred with the view expressed by Dr. Chidzero that it is time to put away 

òismsó and that over time, more emphasis is likely to be placed on private 
enterprise development than on the public sector... What is needed in 
Zimbabwe is export -led growth, and over time, the spectrum of opinion 
between far right and far left will converge, causing òismsó to disappear 
(African -American Institute/American Bar Association, 1982, 4 -12). 

 
The result was an operating environment termed òbusiness friendlyó by a United States 
Agency for International Development (US AID) industrial consultant (Oakeshott, 1987, 
xv). At the time of independence Stoneman (1982, 290) had warned, presciently, that 
 
 Piecemeal or pragmatic state action (seeking accommodations, guidelines, joint 

ventures, minority holdings, some nationalization with generou s 
compensation and management contracts, and so forth), that is, the type of 
policy often erroneously described as òsocialistó or òAfrican socialist,ó will 
in the face of such an economic power bloc be no more successful in 
reducing inequality, tackling ru ral poverty, establishing economic 
independence or producing rapid economic growth than in many other 
African states. 
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In contrast to the socialist promises, ZANUõs corporatism allowed large local companies 
to ultimately exercise considerable influence over state regulatory policies. A former 
president of the CZI, David Long, exhorted other executives:  
 
 Our role is to change the overall picture, to look at the overall environment 

and seek to change that for the good of our members through bringing 
constructive pressure to bear on government in bringing about policy 
changes and creating an environment conducive to free enterprise and the 
efficient operation within that environment. And this we have done most 
successfully during the past decade. Government makes the rules. We hope, 
at most, to play on the same team and to have some opportunity to 
influence policy decisions. Compare this to the situation in which we were 
in 1980, across the table, daggers drawn (Industrialist, July 1991).61 

 
But regardless of radical rhetoric ð and it remained fiery and occasionally anti -imperialist 
even into the 1990s ð not long after independence ZANU effectively jettisoned any 
socialist baggage it may have carried from the liberation struggle. US AID (1982, 15) soon 
expressed satisfaction that òThe Government of Zimbabwe has adopted a generally 
pragmatic, free-market approach... and this approach has the full support of the US AID.ó 
The view from inside a large US bank in 1982 was also one of reassurance: 
 
 The management of the more sophisticated large companies, ie, TA Holdings, 

Lonrho, and Anglo American, seem to be impressed by and satisfied with 
Mugabeõs management and the increased level of understanding in 
government of commercial considerations... I feel it is a politica l pattern that 
Mugabe give radical, anti -business speeches before government makes 
major pro-business decisions or announcements (cited in Hanlon, 1988, 35). 

 
A decade after Lancaster House, a ZANU leftist, Lazarus Nzareybani, Member of 
Parliament from Mut are, agreed:  
 
 The socialist agenda has been adjourned indefinitely. You donõt talk about 

socialism in a party that is led by people who own large tracts of land and 
employ a lot of cheap labour. When the freedom fighters were fighting in 
the bush they were fighting not to disturb the system but to dismantle it. 
And what are we seeing now? Leaders are busy implementing those things 
which we were fighting against ( Sunday Mail, 10/12/89).  

 
Such commentary merely illustrates the persistent surface-level search for explanations of 
what were actually much deeper -rooted commitments to the existing economic order. For 
as the 1980s witnessed a dramatic backpeddling from the socialist vision, ZANUõs main 

                     

61. As examples of corporate influence, the CZI claimed successes in lobbying for removal of parastatal 
subsidies (and eventual privatisation); reduction in the size of the civil service; upgrading of the Zimbabwe 
Investment Centre; a variety of government assistance in export markets; and reductions in taxes (The 
Industrialist, October 1991). 
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goals were reduced to Africanising the colonial state and forcing some limited inroads 
into white capitalist old -boy networks. Sibanda (1988, 275) concludes, correctly it seems, 
òWe cannot therefore justifiably measure the actions of the present Zimbabwean state on 
the basis of a scientific socialist yardstick, for the socialist project was not seriously on the 
agenda and could not have been, without the working class either being organised, or 
represented, or acting as a combatant class on the stageó (original emphasis). 
 In this context, the incongruous persistence of left -wing official rhetoric has done 
great damage to more organic left prospects ð as in Prague where socialism òis a really 
awful word, for ordinary people it has been destroyed completelyó (according to a 
leading young activist who inspired Wainwright õs [1994] Arguments for a New Left). 
Actually, when as late as September 1991 ZANU reaffirmed its commitment to Marxism -
Leninism, Senior Minister of Political Affairs Didymus Mutasa responded in an 
interesting (apparently Trotskyist?) way to the general gl obal collapse of the òcommunistó 
movement: òThe political system in eastern Europe could be best described as state 
capitalism and therefore not different from that in Western Europe, except that there it is 
carried out by individualsó (FG, 19/9/91).  
 Ironically it was at precisely this point that the failures of Zimbabweõs Economic 
Structural Adjustment Programme (ESAP) ð which was supported by the party in no 
uncertain terms ð made it virtually impossible to sustain the idea of socialism. 62 This was 
aptly remarked upon by Nkosana Moyo (1991, 4), managing director of Standard 
Chartered Bank: òWhat is rather forlorn about the continuing ZANU debate on socialism 
is that it is basically a sinister manoeuvre of deliberately flogging a dead horse to 
hoodwink and confuse the nation in order to win sympathy among the weak minded.ó 
And as for ESAP, òHow can it succeed when it is being spearheaded by political sharks 
who, devoid of business values, are using political clout accumulated over the last eleven 
years to invade the private sector under the assumption that business is politics and 
politics is business?ó 
 
Monopoly capitalist reality  
 
Indeed business was a matter of politics, in important ways. The role of the òpolitical 
sharksó among Zimbabwean financiers and bureaucrats is reviewed in more detail in the 
next chapter. More generally, state officials maintained the responsibility to take over 
failing firms on the one hand, and on the other were easily intimidated by monopoly 
capital. Writing in the late 1980s, Stoneman (1988c, 48) could still argue, 
 
 Zimbabwe is a market economy, in which firmsõ decisions are based on 

calculations of profitability. It is not, however, a free-market economy, and if 
the workforce does not question managerial prerogative, then government 

                     

62. òIt is important to note that socialist countries have also had structural adjustment,ó rationalised the 
irrepressible Chung (Sunday Mail, 16/12/90):  
Structural adjustment can therefore be utilised to strengthen socialism. It can also be utilised to strengthen 
capitalism. It very much depends on whether the belt -tightening is for the benefit of the people; for the 
benefit of capitalists who will use the accumulated wealth to develop the c ountry; or for the benefit of 
capitalists who aim to expatriate the wealth without developing the country. All three possibilities are there 
today. 
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does. In investing, in importing inputs, in exporting output, in paying or 
firing workers, in expatriating profits, firms are under tight governmental 
control. In exchange, they benefit from a high degree of protection, and in 
many cases, of monopoly on the local market; the workforce is also 
effectively constrained from striking, and state provision of social services, 
including education, healthcare and housing, relieves firms of the costs of 
ensuring a healthy and reasonably contented workforce. 

 
There were certainly bureaucratic controls and often excessively-tight regulation (mainly 
inherited from Rhodesia, rarely initiated from scratch by ZANU). Yet the state did not 
attempt, either through bureaucratic fiat or its extensive industrial holdings,  to interfere in 
the corporate profit calculus or otherwise fundamentally alter the logic of capital 
accumulation. 
 Government ownership of capitalist means of production occurred mainly through 
the Industrial Development Corporation, and amounted, by the end of the 1980s, to a 
4.6% stake in Zimbabweõs manufacturing sector. The main post-independence 
acquisitions were in metals and metal products, and in pulp and paper and agri -industrial 
subsectors. Large post-independence government ownership shares of in excess of 40% 
were registered in the pharmaceutical (CAPS Holdings) and food processing (Olivine 
Holdings) subsectors. Other majority -ownership acquisitions included Zimbank and 
Wankie Colliery, and a majority holding was maintained in the Zimbabwe Iron a nd Steel 
Corporation. 63 What this often led to in practice, Sibanda (1990, 8) points out, was òa 
ôshadowõ management implementing real decisions which are taken in the metropolis, the 
proportion of shares held by the host state notwithstanding. This shadow petty -bourgeois 
partner is at a disadvantage since the imperialist partners have more knowledge available 
to them concerning the productive operation of the enterprise.ó 
 The young government also faced monopoly control of markets. With no regulations 
prohibiting monopolies, trusts or cartels, some 80% of Zimbabweõs 6,000 manufactured 
products were made under monopoly or oligopoly conditions (Deloitte & Touche, 1990, 
4). Half the local output of Zimbabwean industries was produced by a single firm in each 
sector (and another 20% by two firms and 10% more by three). Hence, reported Ndlela 
(1984, 73), òNew applicants found it difficult to gain entry to the system in an effective 
way.ó Chapter Seven shows Ndlelaõs complaint was particularly true in terms of 
entrepreneursõ access to the banking system. 
 Recall, too, that foreign ownership of the productive sectors ð especially mining, but 
also manufacturing and agriculture ð was central to ZANUõs anti-imperialist rhetoric 
during the 1970s. Yet it is important not to overplay the surface form of capital (its 
                     

63. ZISCO is emblematic of failed state enterprise, as it suffered marketing problems, rising transport costs 
and bottlenecks, unfavourable export prices, a flight of skilled labour, and a shortage of foreign exchange for 
key inputs. As a result, government subsidies increased from Z$20 million in 1982-83 to Z$100 million two 
years later (Government of Zimbabwe, 1986, 138). ZISCOõs early 1990s crisis was based largely on three 
factors: massive overcapacity (amounting to 50% of production); suicidal attempts to engage in what 
ZISCOõs managing director termed òcut throat price competitionó on the declining international markets 
(which the government demanded, for the sake of earning foreign currency); and debt financing which ate 
up 8% of gross sales revenue in 1990. The result was a loss of Z$675 million in the year ending in mid 1991, 
which in turn sparked renewed calls for ZISCOõs privatisation. By 1994 ZISCO had been shut down after 
losses continued to mount, as even efforts to refurbish through Chinese suppliers came to naught. 
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òforeignó-ness) to the neglect of underlying dynamics of capital accumulation. The 1980s, 
after all, witnessed substantial foreign disinvestment (caused in part by inhospitable 
profit remittance regulations in t he context of overaccumulated domestic markets).64 Even 
the World Bank (1989d, 2,63) commented, somewhat sheepishly, that òhigh expectations 
on new inflows would be inappropriate, even with a highly favourable (foreign 
investment) regime.ó 
 Still, residual foreign ownership was not an insignificant phenomenon. In 1989, of 667 
firms surveyed by Zimbabwe Institute for Development Studies researchers, 56% were 
still at least half owned by foreigners (accounting for 38% of manufacturing assets), and 
21% of the firms were 100% foreign-owned. Major clothing firms were entirely foreign -
owned, while the ownership of the furniture and foodstuffs subsectors was 
approximately half foreign. Foreign ownership of manufacturing as a whole was 
dominated by Britain (54%), fol lowed by South Africa (18%), the Netherlands (10%) and 
the United States (7%). The major firms in which multinational corporations held at least 
51% equity included (in order of size of capitalization) Dunlop Zimbabwe, Delta 
Corporation, Triangle, David Wh itehead Textiles, Lever Brothers, B.A.T. Zimbabwe, 
Zimbabwe Bata Shoe Company, Eastern Highlands Tea Estates, Lemco Zimbabwe, Metal 
Box Central Africa, and Plate Glass Industries. These eleven companies represented 30% 
of the total capitalization of the 667 major manufacturing companies in Zimbabwe at that 
point (Maya and Tongoona, 1989).65 Though disinvestment was announced regularly, 
multinational corporate control of Zimbabwean manufacturing was still so widespread in 
the early 1990s that 40% of a Z$900 million African Development Bank loan package òlay 
idleó because foreign-owned companies were initially ineligible ( FG, 22/7/93).  
 The importance of attracting new foreign investment was even greater as a ruse used 
by domestic capitalists to express their own desires for a more friendly economic 
environment. First Merchant Bank chief economist John Robertson illustrates the 
relevance of even semantic symbolism: òWhen a foreign investor hears the word 
comrade, he leaves immediately. I do not believe that black Africans know how emotive 
the word isó (FG, 1/7/93). Yet the treatment of foreign investors was far more hospitable 
than ZANUõs rhetoric might suggest to the uninitiated. According to Ticharwa Masimba 
(1994, 4), mining magnate Algy Cluff invested Z$17 million in Zimbabwe and then 
proceeded to raise Z$55 million on the Zimbabwe Stock Exchange in 1990 and another 
Z$25 million in 1992: 
 
 This money from the Zimbabwean public accounts for 80% of total injection 

and yet represents less than 20% of the ownership of the company. That is 
foreign investment for you. The company declared dividends of Z$98 

                     

64. For a list and case study analysis of disinvestment ð though thoroughly misleading conclusions ð see 
Zinyama (1989). 
65. However, a study released simultaneously by the CZIõs chief economist defined foreign ownership as 
50% or more of equity, and found that only 141 out of 550 large manufacturing companies (26%) were 
foreign-owned. This compared with 48% surveyed in 1987 and 52% in 1985. Humphrey (1989, 4) explains 
that òsince early 1987 there have been a number of localisations of large previously foreign owned 
companies.ó In 1991, the CZI updated the survey, and found that the foreign ownership figure had declined 
to 23%. Of 105 foreign-owned firms (out of 516 surveyed), 58 had annual turnover in excess of Z$12.8 
million, which accounted for 33% of the 174 total firms in this latter category ( The Industrialist, November 
1991). There is no obvious reconciliation of the ZIDS and CZI findings.  
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million from 1990 on a thin dividend cover of 2,82% of the dividend, 
representing Z$80 million which has all been shipped back to Mr Cluff. In 
addition, the countr y has been forced to provide gold loans to the company 
of Z$150 million. If the government can do so much for one white man, it 
can surely afford to do the same for a black man who will inject the 
dividends back into the economy. It is sad ð the matter is regarded as 
sensitive ð precisely, because this is the way investors continue to drain the 
economy. The investment has been paid over and over again. What 
development did the country get from Mr Cluff? He has hardly put in any 
infrastructure.  

 
Nevertheless, ZANUõs political alliances ensured that multinational corporations were 
never seriously threatened. As an example, in 1992, then-Commerce Minister Kangai 
praised Lonrhoõs Rowland for demonstrating that òMultinationals have and can become 
our economic ambassadors and promote, not just their own products but everyone else 
and all other goods produced hereó (FG, 9/1/92). 66 At the end of the day, governmentõs 
political perspective offered few substantive ideological obstacles to direct investment, 
although the payoff was minimal:  the early 1990s witnessed no new takers aside from 
South African firms buying new subsidiaries (notably, banks such as Standard buying out 
Grindlays, and Nedbank taking a major stake in Merchant Bank of Central Africa) ð and 
that thanks mainly to the rapidly -devaluing Zimbabwe dollar ð and notoriously -fickle 
international mutual fund investments in the Zimbabwe Stock Exchange.  
 The underlying reason for the lack of new investment ð multinational or local ð can be 
traced to deeper tendencies of stagnation in the productive sectors of the economy. And 
these in turn meant that a decisive break with Rhodesian-era structural racism in business 
and banking would be extremely difficult.  
 
The nationalist response to corporate racism  
 
One reality of monopoly capitalism in Zimbabwe felt painfully by workers, junior 
managers and entrepreneurs is crucial to record: its racial bias. This was not absolute, as 
the case of powerful black financial elites makes clear (Chapter Seven). Nevertheless, as 
Brian Raftopoulos (1993, 7-8) argues, 
 
 It is not surprising that racial inequality has continued to be a problem in 

Zimbabwe. Put simply:  the economic structures that produced and 
sustained a white elite are, in their essentials, still prevalent. It is equally 
unsurprising that opposition to this continued inequality should be coming 
not only from a state unable to meet the increasing demands of the majority 
of its citizens, but from fractions of the black petty -bourgeoisie unable to 
make their fortunes on a sustained basis. Having occupied the structures of 

                     

66. For an analysis of Lonrho that spells out in more detail personal relations between Rowland and 
Zimbabwe government leaders, see Hall (1989). Lonrho spokesperson Paul Spicer explained the dynamics 
openly: òOur relations with governments are very good. Our investments are very substantial, and if I have 
to put it like that, we get preferential treatment. If youõve got muscle you can talk to the government and 
come to an understanding. Small people canõt do tható (South, October 1988). 
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political office, the board rooms of the private sector remain an area rarely 
dominated by anything approaching a black ònational bourgeoisie.ó 

 
The ceiling on the black petty bourgeoisie was, ironically, a function of continuing state 
programmes which in key sectors favoured white settler capital, according to Tom 
Ostergaard (1991, 24): òMoreover, while doing this, the Mugabe government has 
neglected ð if not directly opposed ð the development of a class of indigenous, black 
industrialists.ó The reason for this paradox is that òthe governing groups reckoned that 
the well -being of the national economy and their personal livelihood depended on the 
continued success of the inherited industrial machinery.ó Such sentiment was certainly 
dominant until, in the early 1990s, racial tensions again became more serious, as broader 
economic changes increased the desperation of an aspirant black business elite. 
 Throughout, a large proportion of white Zimbabwean businesspe ople remained 
unabashedly racist, fomented anti-government cynicism (and charges of reverse racism), 
fostered a siege mentality (òWe are first class passengers on the Titanicó was the favoured 
metaphor of a leading white professional), and fortified old bo y networks wherever 
possible. As the CZIõs own (white) affirmative action consultant reported in 1989, òOne of 
the primary factors affecting the pace and nature of black advancement in industry is the 
racial attitude of white management. There is still whi te management at all levels that 
believes blacks are incompetent and cannot do the jobó (cited in Raftopoulos, 1993, 10). 
 As in the early 1960s, post-independence nationalism was readily fuelled by the 
difficulties blacks faced breaking into ð much less breaking up ð the institutions of 
monopoly capital. The executive management of major firms remained more than 60% 
white through the 1980s (the CZI consultant conceded), and in effective control of the 
private sectorõs commanding heights. One study of 38 small-scale metal-working 
industries (most of which were founded after independence) showed that ò34 (89%) were 
owned by Whites, four by Asians and ôColoureds,õ and two by Blacksó (Raftopoulos, 
1991, 14). A Herald editorial (23/3/91) concluded:  òIt is worrying that almost eleven years 
after independence and the banning of racial discrimination in Zimbabwe, there is still 
such a strong perceived need for an association grouping indigenous [black] 
businessmen... The largely hidden problem is the old boy networks.ó 
 One answer was affirmative action, the essence of which was captured rather 
candidly by writer Nevanji Madanhire (1994, 28):  
 
 There is trepidation within the white community and over -excitement among 

black entrepreneurs. The former sees affirmative action as a threat and as 
racism in reverse, while the latter view the policy as offering new business 
opportunities. Now it emerges the policy was wrongly put across. As it is it 
will benefit only an upwardly mobile middle class and generates the view 
that those it helped would never have made it on their own. The policy is 
open to abuse and only a vocal and well-connected elite will benefit.  

 
Another strategy for conclusively breaking the white networks was to establish a 
competing black old boy bloc. But to this end, the highly -touted Indigenous Business 
Development Centre (IBDC) developed serious problems nearly immediately after its 
founding in 1991. Founding member Leonard Nyamutsamba soon alleged that the IBDC 
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was òrun by a cliqueó without a constitution or treasurer. Soon, leading IBDC members 
were blacklisted by government for illegally reselling vehicles they received through a 
special IBDC allocation, while other members publicly alleged that the organisationõs 
leadership and government practiced favouritism in the allocations ( FG, 19/9/91; 
Weekend Gazette, 13/12/91).  
 The split widened, leading to the formation of the Affirmative Action Group (AAG) 
in mid 1994 by the young entrepreneur Phillip Chiyanga, reportedly supported by 
disgruntled ex -leaders of the IBDC who had been voted out of office (Chiyanga spent 
Z$100,000 of his own funds on the AAG). Politicians like Didymus Mutasa took sides, and 
there was acrimony regarding the alleged purchase by IBDC secretary general Enock 
Kamushinda of Z$130 mill ion worth of buildings in the Avenues and Kopje in late 1994. 
By 1995 Norwegian funders had withdrawn Z$14 million in IBDC funding as leadership 
squabbles continued. Chemist Siziba eventually defeated Ben Muchecheõs faction, after 
intervention by Vice President Joshua Nkomo (FG, 18/8/94, 8/12/94, 12/1/95, 2/2/95, 
15/12/95). In addition, a National Reconstruction and Development Board was initiated 
by intellectual leader Ibbo Mandaza to link black empowerment advocacy groups.  
 Ultimately, though, even withou t such distractions, the operations of black business 
organisations and nascent black-owned banks and companies were still mainly limited to 
the circulation of capital. The opening had come, in the immediate wake of independence, 
from black merchantsõ capacity to mop up the marginally increased effective demand (eg, 
as a result of the expansion of hire purchase lenders), especially through geographical 
expansion. And what with an expansion of government regional decentralisation 
initiatives, there were furt her opportunities for black petty -bourgeois accumulation in 
trade and commerce, since white-owned monopoly capital was far less interested in 
exploring new geographical outlets in the poorer rural areas.  
 But with most of the economy mired in stagnation du ring the 1980s, such meagre 
countervailing strategies could not break open significant niches within which black 
entrepreneurs could begin to accumulate. It was in part due to the CZI membersõ 
monopoly power and privileged access to resources, in part to the flood of imports in the 
early 1990s, and, as we shall see, in part to relentless overaccumulation tendencies, that 
the productive (especially manufacturing) circuit of the Zimbabwean economy remained 
essentially locked shut to potential black capitalist s. 
 
Stagnation in the productive economy  
 
Until ESAP, the response by state and capital to the 1980s stagnation, as in the late 1970s, 
could be characterised as òmuddling through.ó The main socio-economic principle 
seemed to be maintaining the existing economic structure intact so as to renew (and 
extend slightly downwards into the mass of potential black consumers) the trajectory of 
growth that was interrupted during the 1970s. As a US AID (1980, 10) report naively put 
it at independence, òThe countryõs unemployment problems date from the 1974 
downturn in the economy.ó According to this line of thinking, revival of growth would 
solve an unemployment crisis that stemmed, simply, from the 1974-78 economic collapse 
(not from decades of colonial-capitalist uneven development). Here it is worth returning 
to Sibandaõs (1985, 12) critique of the prevailing òdualistó policy wisdom: 
òUnemployment is thus seen as the problem and not a consequence of or manifestation of 
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a deeper and real problem.ó 
 Stagnation in the key sector of the economy ð manufacturing ð essentially represented 
a continuation of crisis tendencies which had surfaced in the mid 1970s (Figure 6.1). 
Profits in all the productive sectors (manufacturing, mining and agriculture) were 
anaemic during most of the 1980s. Although agriculture experienced a healthy upturn 
when there were rainy seasons, most corporate profit rates were stagnant 
(manufacturing) or falling (mining and all other private sector firms). If we factor out the 
òunincorporated enterprisesó (basically the several thousand commercial family farms), 
the decline in corporate profits as a percentage of GDP is startling (Figure 6.2). 
Improvements were witnessed in the years just prior to the implementation of ESAP, but 
as shown below these were not sustainable since they did not entail a resolution to the 
condition of overaccumulation.  
 Other aspects of the economy reflect the overall deterioration. Exports rose an 
average of 3.5% annually during the 1980s in local currency terms, but this was largely as 
a result of an erratic but significant devaluation of the Zimbabwe dollar, and was barely 
noticed given chronic balance-of-payments problems. As the private sector languished, 
government expenditure was increasingly responsible for Gross Domestic Product 
formation, though this occurred less in terms of traditional (and costly) civil engineering 
projects (which would have kept capital formation at respectable levels), and more in 
terms of recurrent expenditure, including straight income transfers.  
 The government deficit thus typically exceeded 10% of expenditures, as much as 
three fifths of which paid for interest due on past debt. Government debt repayment to 
foreign creditors rose from 4% of export earnings in 1980 to an excruciating peak of 35% 
in 1987, before falling off to around 20% at the time a fresh round of ESAP borrowing 
began in 1990. Inflation averaged 15% during the 1980s, with nominal interest rates at 
12%, yet the savings rate averaged a respectable 20% of income. Chapter Eight shows 
how in this context, dramatic speculative investment patterns emerged in the mid 1980s, 
while Chapters Nine and Ten demonstrate the uneven impact of debt on urban and rural 
development. 
 Underlying the generalised stagnation, by all accounts, was a lack of fixed 
investment. The World Bank (1991c, 5) attributed stagnation to òlow levels of investment 
in the productive sectors of the economy. Investment has probably not been adequate to 
maintain the capital stock, let alone increase it and raise productivity.ó What the Bank 
would probably not concede is that this stemmed from the overinvestment of the mid 
1970s and the skewed nature of effective demand in the economy. The Bank (1989, 44) 
noted that total new investment by corporations listed on the Zimbabwe St ock Exchange 
amounted to US$466 million from 1980-82, and just US$355 from 1983-87 (in 1980 prices). 
 As noted earlier, it was particularly difficult to attract multinational corporate 
investment. The African -American Institute and American Bar Association  sponsored a 
conference on òInvestment in Zimbabweó in New York City in early 1982, but of the 
many major corporations present at the conference67 only HJ Heinz Company made a 
high-profile new investment (in Olivine Holdings along with the government). 68 In the 

                     

67. These included Leon Tempelsman and Son, Johnson and Johnson International, Ford Motor, Caltex, 
Xerox, Westinghouse, Ingersoll-Rand Company, Mobil, NCR Corporation, General Motors, Goodyear, 
Union Carbide Southern Africa , and PepsiCo. 
68. Of note is the fact that OõReilly is òpleased with our Zimbabwe investment in every respect,ó and that 
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wake of a global shift from direct foreign investment by multinationals in the 1950s and 
1960s, to portfolio investment (loans and other credits) by banks in the 1970s, to a reverse 
net flow of funds from South to North in the 1980s, it was naive to th ink Zimbabwe could 
buck the trends. The reasons for lack of new multinational direct investment are varied. 
According to an unusually candid assessment by the World Bank (1989, iv,44), 
 
 Some observers emphasise low returns to multinational parent companies, the 

extensive government restrictions over decisions over most aspects of 
production and investment, and the high degree of political and economic 
uncertainty surrounding any new investment. Others point to high profits, 
a comfortably protected economic environment and the dearth of new 
investment inflows from parent companies, despite a stream of remittances. 
Both views have some truth in them... Perceived from the viewpoint of 
foreign-controlled companies, there is also an important element of strategic 
behaviour; thus their reluctance to invest may be seen as a strategic tactic 
intended to elicit more favourable terms and to establish a set of ground 
rules which would be more akin to their long -term interest. 

 
And indeed, of industrialists active in Zi mbabwe during the 1980s, the multinational 
corporations performed much worse in terms of reinvestment in plant and equipment 
than even the local industrialists (who are widely known to favour personal luxury 
consumption over and above a long-term commitmen t to Zimbabwean capitalism). The 
World Bank found that in the first three years after independence, investment by foreign 
companies totalled US$338 million (in 1980 dollars), while the following five years (1983-
87) witnessed a mere US$191 million in new investments by foreign firms.  
 It would, however, have been unreasonable to expect foreign firms to invest in a 
stagnant economy when local producers were putting their surpluses elsewhere. Fixed 
capital expenditure across the manufacturing sector ð still t he motor of the economy, 
representing more than a quarter of GDP ð was low because it had been so high a decade 
earlier, and because at the end of sanctions a minor burst of investment activity also took 
place which soon left markets saturated again. 
 The early post-independence moment of investment is worth brief consideration, for 
it confirms the most unstable trends in the productive circuit of capital. The upturn in 
manufacturing had actually begun about a year prior to the transfer of power, in mid 197 9 
(most accounts merely acknowledge 1980-81). Some subsectors of manufacturing ð 
furniture and fixtures, for example ð increased their net capital expenditure by nearly 
500% from 1978 to 1979, and then doubled it again over the next two years. But this led to 
enormous increases in stocks, which exceeded the annual investments by a factor of at 
least four from 1981 to 1984. Net capital expenditure in clothing also picked up by a factor 
of ten from 1977-78 to 1980-81, and this generated a doubling of inventory. The pattern 
was the same for footwear. In all of these cases during the early 1980s, consumer capacity 
was too quickly saturated, and export markets difficult to penetrate. Economist Rob 
Davies (1983, 7) reported òa large amount of excess capacity in Zimbabweõs industry at 
present. An increasing number of firms are going on to short -time etc., leaving plant and 
                                                                               

Zimbabwe profits and remittability compare favourably with other Heinz operations worldwide (Lowe -
Morna, 1989, 34). 
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labour idle. In one sense therefore there is a lack of demand rather than excess demand in 
the economy.ó 
 The overaccumulation problem was by no means evenly felt. Some light consumer 
good industries (especially food processing) continued to experience a steady expansion. 
Heavy investments continued in beer, wine and spirits, printing and publishing, meat 
processing, milling, dairy products, soft d rinks and bakery products. But given persistent 
income inequality and the previously better -balanced nature of Zimbabweõs industrial 
base, the swelling of smallish food subsectors made little impact on macroeconomic 
growth. Capital goods appeared terminall y weak. 
 Overall, the most important reflection of manufacturing investment inactivity was the 
existing low level of capacity utilisation experienced virtually across industry. While 
bottlenecks and shortages appeared periodically, and while the first two years of 
independence certainly witnessed large imports of foreign machinery to replace old 
equipment (although much of it was on tied -aid terms such as that of US AIDõs 
Commodity Import Program), overall there remained an excess of capital already 
invested in the manufacturing production process to realise a rate of return competitive 
with other investments. By the time the CZI began quarterly surveys in late 1984, capacity 
utilisation rates were down to 75%, and they fell to as low as 62% in 1987. 
 CZI membersõ capacity utilisation rates rose following the 1987 downturn, in part 
because such extremely small amounts of money had been invested in equipment, plant 
and machinery throughout the Zimbabwe economy from 1985 -88. With low levels of 
existing utilisat ion in the mid 1980s, the perceived need for new capital investment had 
diminished even further, and remained very low (from 1985 -88, according to official 
statistics, the rate of increase in gross fixed capital formation as a percentage of GDP 
averaged just 13%, one of the lowest on record, and well below fixed capital replacement 
rates). In real annual terms (measured in 1980 Z$), such investments amounted to only 
two thirds (around Z$200 million) of the amount invested in 1974 (R$325 million). In the 
manufacturing sector in particular, the entire investment in new plant and equipment 
amounted to just Z$60 million in 1986, and total fixed capital formation in manufacturing 
was just Z$116 million ð as compared to total fixed capital formation in manufacturi ng of 
R$180 million in 1975 (also 1980 Z$). Moreover, other outmoded plant and machinery had 
been taken off-stream at this stage. 
 The late 1980s finally witnessed a genuine recovery in the economy ð to some degree 
due to good agricultural seasons ð follow ing an extremely bad period (1982-87) in which 
gross national income either declined or rose by less than 1.5% in five out of six years.69 
There was, particularly, an expansion of real manufacturing output ð 5.9% in 1989, 6.1% 
in 1990 ð in excess of growth of the economy as a whole (4.6% and 2.2%, respectively). 
Although manufacturing grew by just 2.7% in 1991 (against GDP growth of 4.3%), capital 
investment was by now picking up. Capacity utilisation and new investments had little 
choice but to show some improvement at this point, but it was too little too late. Although 
there was a substantial increase in manufacturersõ real fixed investment in 1989, it was 
only in 1990 that total real gross capital formation reached levels achieved from 1980-82, 

                     

69. As a reflection of the (inflation -adjusted, Z$1980) effective demand shrinkage over this period, private 
final consumption expenditure, which had reached Z$382 per capita in 1983, sunk to Z$226 in 1987, a decline 
of 41%. 
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and these were still far short of the investments made back in 1974-75.70 
 Moreover, many companies leading the investment mini -boom ð for example, the 
Z$1.5 billion sunk into textiles and Z$230 million into paper and packaging from 1990 -93 
were nearly all by the lar gest firms ð regretted doing so, according to Sachikonye (1995a, 
118), since it òresulted in huge financial exposures as interest rates soared above 40% in 
1992 and early 1993.ó Not only was investment financially burdensome for many large 
enterprises (industry leaders Cone Textiles and Hunyani packaging essentially went 
bankrupt), but government had then to be lobbied hard for the reimposition of protective 
tariffs against imported clothing, textiles and paper.  
 Moreover, few jobs accompanied the new investments. Even in commercial 
agriculture, which according to the World Bank (1995b, VII, 119) witnessed a real increase 
in fixed investment of 450% from 1985-91, the number of permanent commercial 
farmworkers rose from just 145,000 to 155,000 during that period. The Bank (1995b, Vi, 6) 
argued that the excessively capital-intensive nature of the late 1980s investments was due 
to several factors: 
 
 foreign exchange was overvalued and depreciation expected, subsidised 

foreign exchange cover was provided, real interest rates were negative, 
foreign companies were forced either to reinvest or deposit blocked and 
surplus funds in accounts at 5% interest, corporate taxes were high (50%) 
and investors were allowed to immediately write -off 100% of investment 
cost from taxable income... The manufacturing sector uses capital very 
inefficiently and has a very high incremental capital to output ratio... Over 
the last few years, the capital productivity has been declining and labor 
productivity increasing, leaving overall pro ductivity very low.  

 
Thus despite becoming vastly more productive during the late 1980s, labourõs share of 
total output crashed from a high of nearly 20% in 1982 to 14% a decade later. As a 
corollary, in relation to the earlier period of stagnation, manufa cturing profitability was 
extremely impressive during the late 1980s (gross profit margins of 21% of sales, 
compared to 15% from 1980-85), with firm earnings òmuch higher than the rate observed 
in developed countriesó (World Bank, 1995b, VII, 121,123). 
 Yet the economyõs contradictions could not be suppressed for long. What with adding 
these new capital-intensive investments to a chronically overaccumulated economy, it 

                     

70. In 1995, the World Bank (1995b, vII, 118-121) reported a remarkable rise in gross fixed capital formation, 
allegedly beginning in 1985 and proceeding at òa real rate of 20% per annum. The increase in investment has 
been quite broad based with all sectors experiencing a significant increase; most of the investment has been 
in plant, machinery and vehicles and not so much in buildings.ó In particular, private sector fixed 
investment apparently rose from a low of 9.4% of GDP in 1983 to a high of 20.6% in 1991, according to the 
Bank. But the new finding ð a deluge of (non-building) investment during the stagnant pre -ESAP period ð is 
counterintuitive. It contradicts both the Bankõs (eg, 1989, 1992) own earlier reports on manufacturing cited 
above ð a 1992 Bank study openly argued that the lack of fixed capital investment was the òprincipal cause 
of Zimbabweõs modest economic growthó (FG, 29/1/93) ð and data from the CSOõs Census of Industrial 
Production, which recorded an enormous real decline (not increase, as the Bank claims) in real investment 
during 1992. The Bankõs response (1995b, vII, 120) was that the CSO numbers òseriously underestimateó the 
investment òsurge,ó but it offers no explanation of how or why. This issue is revisited in Chapters Eight and 
Twelve. 
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would only be a matter of another few months (late 1991) before manufacturing again 
found  itself the victim of massive overcapacity, plummeting investor confidence and the 
need for enormous downsizing. Exports were by this stage considered the only route 
open for manufacturing growth. But as shown in more detail in Chapter Twelve, rigorous 
marketing research had not been undertaken by exuberant boosters of liberalisation in the 
Finance Ministry and CZI, and in fact there was no reason to think that past failures 
would be reversed (Africa South, January 1991, May 1991, February 1992). 
 One result of òexport-led growthó was a shift from healthy trade surpluses during the 
1980s to mild trade deficits in 1989-90, which in turn exploded to untenable levels (more 
than 10% of GDP) beginning in early 1991. Another was, by 1993, the reappearance of 
enormous underutilised capacity in manufacturing. Indeed, reported the Bank (1995b, vII, 
129-30), using existing equipment and modes of operation, firms could at that point still 
increase their output by an astonishing 80% before hitting technical barriers: òThese 
numbers are dramatic as they do not incorporate stretching of capacity through extra 
shifts. However, it is not clear whether the firms in Zimbabwe will be capable of 
expanding, as it requires exporting and maintaining their shares in the domestic mark et 
in the face of increasing import competition.ó 
 The continuation of a serious state of capital overaccumulation, even in the midst of a 
deeper devaluation process, is revisited in Chapter Twelve, but suffice to say the main 
subject of devaluation during  the early 1990s was variable capital, ie the real wage. Yet in 
a world characterised by increasingly cheap labour, that would not be a substantial 
enough advantage to wrest Zimbabwe from its chronic problems of economic stagnation.  
 
The alleged forex constraint  
 
Finally, a perennial excuse for the economic stagnation of the 1980s was the alleged 
constraint to fixed investment that foreign exchange shortages represented. Indeed this 
shortcoming became the rallying cry for industrialists throughout the decad e, allowing 
them to also account for the decline in production quality, consistency and output. Later, 
the need to earn forex became the primary rationale for switching emphasis from an 
internally -oriented manufacturing sector to one which would sink or sw im based on 
international competitiveness.  
 Though the forex constraint requires debunking, it was not an entirely misleading 
hypothesis. There were, in the capital goods subsector, increasingly serious foreign 
import shortages, and some 30% of raw materials for manufacturing still had to be 
imported (although this ranged from just 2.5% in foodstuffs to more than 90% for some 
types of electrical machinery and transport equipment). 71 Transport was first hit by a 
deficiency in foreign exchange, and a crisis in rail haulage capacity along with shortages 
of diesel and petrol reverberated throughout the economy (especially the agricultural 
markets) within a year of independence. Foreign currency allocations to manufacturers 

                     

71. Other subsectors where the import content was less than 5% in the early 1980s included cement (5%), 
machinery for mines (3%), plumbing and irrigation equipment (5%), cables (2%), and tissue paper (2%). 
Subsectors which had extremely high levels of import content included pesticides and insecticides (90%), 
aluminum extrusion for the building industry (90%), moulding for plastics (100%), televisions and radios 
(80-100%), trailer axles (98%), rubber products (95%), ball pens (90%), and carpets (98%) (Government of 
Zimbabwe, 1986, 139-41). 
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had been at near-record (real) levels in early 1981, but were then quickly halved in 1982 
and 1983 largely as a result of the 1982 devaluation of the dollar and subsequent increases 
in import prices. In 1982 the CZI conducted a survey of manufacturers and concluded that 
òof the Z$942 million capital investment envisaged for the sector under the three year 
Transitional National Development Plan, some 73% would consist of direct importsó 
(Girdlestone, 1983, 8). The foreign currency crisis emerged in heavy industries, but 
created further bottlenecks which would be felt later.  
 As international prices for primary products failed to improve and manufacturing 
exports appeared stymied in the mid 1980s, a renewed urgency began to take hold. òThe 
most important single factor influencing manufacturing secto r performance since 1980 
has been the extent of availability of foreign exchange to import material inputs required 
to sustain production levels,ó according to Chidzeroõs Ministry of Finance (Government 
of Zimbabwe, 1986, 133). And indeed the import content of investment in the existing 
stock of plant and machinery was about three times as high (in relative terms) as the 
import content of consumption expenditure such that under the prevailing circumstances, 
according to Davies (1986, 4), òraising the investment ratio would reduce consumption by 
more than it would raise capacity growth and would thus reduce GDP.ó 
 Yet there is contrasting evidence to suggest that foreign exchange was not in fact the 
most crucial barrier to manufacturing fixed capital investme nt. For example, the Whitsun 
Foundation (1983, 124) reported in 1983 that a high proportion of foreign exchange was 
òused for raw materials and spare parts, rather than for new capital equipment.ó And 
fixed capital expenditure did improve in the late 1980s , when hard currency remained in 
short supply. Dan Ndlela (1984, 73) argues that even where foreign exchange was used 
for capital expenditures, òthere was no attempt to streamline allocations in such a way 
that priority branches of production could receive  more in order to produce goods that 
would be key in the expansion of other sectors of the economy.ó 
 Moreover, Zimbabweõs economic elite had regular access to foreign exchange for 
certain types of conspicuous luxury product consumption (which, if profits were to be 
had from higher levels of reinvestment, could have been redirected). Foreign currency 
was also squandered on capital flight, in unknown but probably significant amounts. 
What there was available could certainly have been allocated more rationally. In the wake 
of a 1990 banking scandal involving foreign exchange, a Member of Parliament, J.C. 
Kufandada (Hansard, 15/8/90, 1472), implored to his colleagues, 
 
 Now the question that has often begged the answer, which answer has not 

been forthcoming, is do we indeed have a genuine foreign currency 
problem in Zimbabwe or is it not a question of allocation?... I wonder how 
long it will take us to wake up and plug up all these loopholes to make sure 
that whatever monies we have will be legitimately used for  the 
development of this country and not for those well -placed manipulatory 
thieves that would like to get this money out of the country for their own 
designs elsewhere. 

 
Even Chidzero, when facing bitter complaints from industrialists that there was only 30% 
as much foreign exchange in the mid 1980s as in 1972, responded bluntly: òStatistics can 
be made to lie. During the UDI period, there was inventiveness and drive. Where is that 
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drive today? The problem as I see it is one of identification. The industri alists are not 
identifying with the nationó (Herald, 4/7/86).  
 This particular argument can be sustained only at a subjective level, yet the interests 
of a supposed ònational capitalist class,ó as represented originally by the CZI (prior to the 
ascendance of a pro-ESAP faction), should be taken into consideration.72 Through most of 
the 1980s the majority of domestic manufacturers were definitely not oriented to 
international markets (in terms of which they would have required cutting -edge imported 
capital goods and advanced technology), but on the contrary to protection from 
international competition (Riddell, 1983). In the early 1990s, the move to export-led 
growth justified industrialistsõ access to vast amounts of foreign exchange through the 
Open General Import License system. 
 Yet it is difficult to conclude that the renewed availability of hard currency on its own 
was responsible for increased fixed investment beyond late 1980s levels, given that much 
of the early 1990s borrowing was used instead as a means of stockpiling raw materials 
and speculating. And as interest rates soared to 8-10% in real terms in 1991, and remained 
at this level over subsequent years, it also became clear that many domestic private sector 
borrowers of foreign capital were simply  seeking lower interest rates for investments they 
would have made anyway.  
 In turn, the Zimbabwe Reserve Bank had guaranteed the lower cost of foreign debt by 
insulating such borrowers from the cost of repaying hard currency loans with their 
rapidly -declining local currency, through òforward coveró protection. Zimbabwe 
taxpayers paid not only these direct costs (amounting to Z$2 billion in 1991 alone [World 
Bank, 1995b, vII, 21]), but also indirectly, in the form of a huge foreign debt whose 
servicing was certain to become extremely onerous again in the late 1990s. 
 In point of fact, a valid argument may be that it was not the lack of foreign exchange 
during the 1980s, but rather the surplus of foreign exchange in the wrong hands and 
wrong sectors of the economy, that most adversely affected the manufacturers. This is the 
argument of Dan Ndlela (1984, 72), who identifies in Zimbabwe what he terms a  
 
 òDutch diseaseó because of the observed impact of the North Sea gas 

production on the Dutch economy. The stro ng export revenues from gas 
caused an appreciation of the Dutch guilder against other currencies which 
then exposed local industries to more intense foreign competition, causing 
unemployment. Large foreign aid inflows can be a special case of the 
òDutch disease.ó Such large foreign aid inflows have in fact had similar 
effects on Egypt, as those generated by export revenues from cocoa on 
Ghanaõs economy, copper on Zambia and petroleum revenues on oil 
producing countries.  

  In the Zimbabwean case, the large inflows of foreign aid were likely to raise 
the price of inputs demanded by a certain sector (what we may call the 
booming sector) and initially increase the wages and salaries in this sector. 

                     

72. There is reason to doubt the value of an ascription like ònational capitaló in view of the fact that over 
time, foreign ownership of the Zimbabwean manufacturing sector declined, whereas the orientation of the 
CZI moved progressively towards international markets. T he difference is observed, for example, in the 
approaches of two different CZI chief economists, namely Roger Riddellõs unbridled hostility to the World 
Bank in the mid 1980s, as compared to Mike Humphreyõs early 1990s fawning over ESAP. 
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In Zimbabwe, the booming sector was invariably the public sector  at the 
beginning but it later on spread to other sectors. The other sectors that were 
likely to benefit directly from the boom were the services, utilities and 
transportation sectors... Thus the sector that stands to lose in this spending 
and resource movement effect is the manufacturing sector and in particular 
the still fragile heavy -industrial base of the economy, the capital goods 
sector. 

 
Conclusion: Beyond stagnation? 
 
In this chapter, an attempt has been made to paint the transition from Rhodesia to 
Zimbabwe in colours of continuity rather than change. Perhaps this has been best 
articulated by Cornelius Hoffman, a white (Afrikaner) commercial farmer who explained 
to New York Times journalist Joseph Lelyveld (1985, 368-369) that he now òhad a workersõ 
committee, linked to the [ZANU] party organisation, that had to give its approval before 
he could apply to the authorities to discharge an employee for cause. But the system 
worked smoothly and to his advantage... [Hoffman], far from grumbling about Marxi st 
interference, as other whites were then doing, showed every sign of deriving a 
sportsmanõs satisfaction from his ability to play by the new rules.ó 
 The ònewó rules may have been flexible enough, but the economy wasnõt. As in the 
mid and late 1970s, the problem of overaccumulation stood as the key constraint to both 
absolute growth and to a more balanced form of development during the 1980s. Neither 
ZANUõs ersatz socialist vision nor increasingly militant nationalist rhetoric confronted 
this reality effectively. It was, in the early 1990s, left to ESAP and its sponsors ð 
international financiers and their local allies ð to somewhat more conclusively break with 
certain of the traditions and institutions that were considered, by orthodox economists, to 
be most responsible for Zimbabweõs persistent stagnation. Yet as noted in Chapter 
Twelve, this process occurred in a manner that led to depression not revival. It also 
dramatically heightened unevenness and inequality.  
 Actually, ESAP was not as qualitative a break with the past as often claimed, for it 
was foreshadowed, we shall see in the next five chapters, by rising financial power and an 
increasing commitment to market -oriented social and economic policy. That the adoption 
of a market-oriented, òmodernisation theoryó approach to development did nothing to 
cure stagnation was rarely considered. 
 Was there an inward-oriented, basic-needs alternative? The basic argument for 
moving along an export -oriented road was well -summarised by the CZI (1986, 17-19): 
 
 Zimbabwe has passed the òshallowó stage of simply replacing formerly 

imported consumer goods. It is standing on the threshold of a deeper phase, 
in which equipment, intermediate goods, machine tools and processes are 
being designed, modified and manufactured  for use in the manufacturing 
sector itself and other sectors such as agriculture, mining, energy and 
telecommunications... Within Zimbabweõs manufacturing sector there is a 
very elaborate and diverse system of linkages. At the level of its 33 
subsectors, it is estimated that about 70% of all possible linkages within 
manufacturing are taking place.  
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But the CZIõs analysis accepts as a premise the structure of the economy ð especially the 
skewed structure of effective demand ð and in doing so begs three questions: first, what of  
the 30% more òpossible linkagesó within manufacturing; second, what of the 
disproportionalities between capital goods and consumer goods that could conceivably 
be addressed with certain forms of state intervention; and third, what of the discrepancies 
between luxury and basic-needs consumer goods? 
 The last point in particular bears closer attention, since the potential for further 
òinward industrialisationó along this path was substantial. For example, as shown in 
Chapter Nine, housin g is a commodity that can be produced with very minor import 
costs in Zimbabwe. Had there been a more equal distribution of income and strategic 
targeting of government subsidies after independence, housing could easily have been the 
basis for a successful Keynesian òkick-startó and antidote to stagnation. And thorough-
going land reform (as well as proactive intervention in financial markets and industrial 
organisation) had been a key element of some East Asian industrialising countriesõ 
strategy for developing an internal class base for consumption of basic manufactured 
goods, and was occasionally suggested as the basis for inward-oriented capital 
accumulation (Robinson, 1988). 
 Such approaches would not have solved the deep-rooted industrial overaccumulati on 
crisis, but would probably have delayed and dampened the crisis by combining the best 
tendencies of manufacturing growth in the early UDI period ð the broadening of 
production, the closer articulation with local markets, the localisation of decision -making, 
and the control of financial markets that would make all the above feasible ð with the 
post-independence òGrowth with Equityó rhetoric of meeting democratically-determined 
basic needs. But to understand why such a strategy would not be pursued in Zimb abwe, 
no matter its manifold advantages, requires consideration of how financial power -brokers 
and processes operated within and outside the state (Chapter Seven), in speculative 
markets such as the Zimbabwe Stock Exchange and real estate (Chapter Eight), and in 
both urban areas (Chapter Nine) and rural settings (Chapter Ten). Only then can the 
devastation caused by international financial control of much policy -making in 
Zimbabwe (Chapter Eleven) ð and specifically the imposition of ESAP (Chapter Twelve) ð 
be understood from the perspective that there were indeed paths to less uneven 
development, even if these were never really terribly well -mapped, much less explored. 
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 CHAPTER SEVEN  
 
 FINANCIERS  
 AND BUREAUCRATS  
 
 
 
 
 
Introduction  
 
This chapter explores the exercise of power over the Zimbabwean economy by financiers 
and financial bureaucrats. On the surface it is easy to pose of the financial system a 
question that emerged from the previous chapter, namely why did underdevelopment of 
a section of the population persist in a sector of the economy overseen by a new breed of 
ostensibly radical bureaucrats? After all, more than any other sector, finance was 
permeated with tight regulation, state ownership and high overall visibility amenable to 
ZANUõs populist rhetoric. 
 But the 1980s bureaucrats were not the same breed as the technocrats of the mid 
1960s, steeped in monetary and financial interventionism, who with Ian Smith so 
effectively bottled up capital to serve the new national project, UDI. Instead the F inance 
Ministry was led initially by the hot -headed populist Enos Nkala. Bank nationalisation 
had been mooted even by UNCTADõs major economic study, and the 1981 òGrowth with 
Equityó framework included a commitment to greater state intervention. Mugabe 
asserted at one point, òWe reject a policy which accepts money from the peasant farmers, 
the small traders, and the cooperatives so it can be re-directed to the big corporationsó 
(Herald, 14/4/84). Yet ultimately that is precisely what happened within the ban king 
system, and with the active participation of the government.  
 Unlike the economy as a whole, finance was a high-growth sector, particularly during 
the late 1980s when speculative tendencies were rampant. Most branches of the financial 
system benefitted from extremely rapid asset growth. In the first decade of independence 
national income tripled in nominal terms (inflation ran at approximately 15% annually), 
but was far outpaced by the assets of financial institutions: commercial bank assets 
increased by a factor of 6; merchant banksõ by 5.5; and finance housesõ by 7. The profits of 
financial institutions, in relation to other companies, were very healthy throughout. 
Unprecedented escalation was witnessed in stock market share values and real estate 
pri ces, and was mainly concentrated over an even shorter period (1984-91). The stock 
market was the worldõs fastest-growing from 1987-90 (and again in 1993-94). 
 To comprehend all of this requires not only analysis of the economic òstructureó and 
its contradictions, but also of òagency,ó which I take to include extreme institutional (and 
perhaps personal) biases within the system, and too, the failure of state bureaucrats to 
correct these biases in spite of having formidable powers at their fingertips. This requires 
a study of how, concretely, bias operated, and of the scope for action of leading state 
personnel. What freedom and power, in other words, did the Finance Ministry, Reserve 
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Bank and other national-level agents possess? What personal interests and ideological 
influences intervened to prevent them using that power to change the system in line with 
official pronouncements? 
 We cannot conclusively answer these questions, of course, without considering the 
constraints imposed on local actors by international financial power (the subject of 
Chapters Eleven and Twelve). Nevertheless, a review of some central issues of financial 
sector agency ð discrimination in lending and employment, corruption, and the rise of a 
black financial petty bourgeoisie (amongst w hom the figure of Finance Minister Bernard 
Chidzero towered) ð must be undertaken, prior to returning in later chapters to a 
structural analysis that seeks explanations of the role of finance in speculation and uneven 
geographical development. 
 
Bias in the financial system  
 
During the immediate post -independence period, financial institutions managed to carry 
on business as usual, expanding their depositor base while maintaining tight control over 
the direction of flows of funds in the economy. State interv ention was aimed in part at 
buying a small piece of the banking system for the emergent black financial elite, rather 
than transforming it for the countryõs majority. Various researchers have compiled 
adequate institutional descriptions of the numerous pub lic and private sector financial 
institutions in Zimbabwe, and these need not be repeated here (Chimombe, 1983; Clarke, 
1980b; Makgetla, 1983; Seidman, 1986; Whitsun Foundation, 1983). Instead, we consider 
how credit distribution was affected by Zimbabwean  financiersõ institutional biases. 
 In early 1981 the government bought Johannesburg-based Nedbankõs 62% share of 
Rhobank (for òa very fair priceó) and renamed it Zimbank (Makgetla, 1983, IX,20). Six 
months it later bought 47% of a new local subsidiary of the Bank of Credit and Commerce 
International (BCCI). (BCCI went bankrupt in 1991, and its Zimbabwe subsidiary 
apparently suffered such severe financial problems that the government was able to 
purchase the remaining 53% of the shares for less than Z$1 million ð and then changed the 
bankõs name to Commercial Bank of Zimbabwe.) Thanks to official patronage (including, 
we shall see, turning a blind eye to fraud), Zimbank and BCCI vastly increased their share 
of commercial and merchant bank deposits during the  1980s. The government also gained 
a leading stake in Fidelity Life Assurance of Zimbabwe in 1988, following the sale of 
shares by Legal and General Society of London through the state-owned Zimbabwe 
Reinsurance Group. 
 In addition, the Zimbabwe Developmen t Bank was initiated in 1983, 51% 
government-owned, to make loans to medium- and large-scale businesses. The Industrial 
Development Corporation, once responsible for the initiation of major industrial 
expansion (in the days of Rhodesian state capitalism), was given continued support by the 
new government. At the low end of the market a Credit Guarantee Corporation 
supported, in a half -hearted manner, small businesses by offering collateral to their 
commercial bank lenders.73 In addition, a Small Enterprise D evelopment Corporation 
(SEDCO) was founded and immediately given good access to international loans and 
                     

73. The Credit Guarantee Company emerged from a small business credit insurance firm, Finance Trust for 
Emergent Businessmen, founded in 1978 and owned 60% by the Rhodesian government and 40% by the four 
major banks. 
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financial expertise (although as noted below, the attached conditionality may have been 
more harmful than the assistance). 
 But in achieving ZANUõs economic objectives ð especially broadening ownership of 
the means of production to black entrepreneurs ð these myriad state interventions failed 
miserably. SEDCOõs ineptitude was reflected in, among other statistics, an administrative 
costs/total assets ratio of 39% in the mid 1980s, and by 1990 a low loan/job cost of 
Z$14,500 (on the basis of Z$36 million in loans to more than 1,000 borrowers) (World 
Bank, 1986, 9; FG, 10/8/91). In the rural areas, the Agricultural Finance Corporation also 
proved broadly inef fectual for both peasants and small commercial farmers, who 
defaulted on their debts at record rates, as Chapter Ten shows. 
 Attempting to support an emergent petty bourgeoisie through making credit 
available or through financial sector employment was not the only basis for government 
intervention, of course. Just as important, though even less successful, was the concerted 
effort of bureaucrats and financiers to expand the actual boundaries of the money 
economy. But if ð as the Herald (29/7/84) reported ð òIMF experts believe that the base of 
taxpayers should be widened to create awareness of the cash economy and monetary 
constraints,ó they soon had to come to grips with limited buying power. Typical was this 
sad refrain from Financial Gazette editorialists : òA great deal was said in the previous 
budget of the need to add the informal sector to the tax base by the end of the 1993/94 
fiscal year. Nothing much has been done about it despite the tight financial problems 
faced by governmentó (FG, 28/6/95). As No rman Reynolds (1988, 73) ð formerly a World 
Bank official and chief economist in the Finance Ministry ð concluded after extensive 
attempts to enhance rural savings and credit, òThe fact is that in Zimbabwe cash hardly 
circulates outside of the cities.ó  
 Raising access to formal credit for urban residents through building societies (see 
Chapter Nine) and for small farmers through the Agricultural Finance Corporation 
(Chapter Ten) remained a priority of government economic development strategy. 
However, to qualitatively expand the money economy ð both geographically, and 
socially, across the class (and ethnic, gender and generational) spectrum of Zimbabwe ð 
would necessarily entail more than just the introduction of new financial mechanisms, 
incentives and institutions. There were apparently still severe racial biases (especially 
lending and employment discrimination) in Zimbabwean finance, and these were never 
effectively addressed. 
 
Lending and hiring bias  
 
Bank discrimination against small entrepreneurs has been recorded across Africa (Iliffe, 
1983, 68), and in a country like Zimbabwe where financial acumen was relatively high, its 
persistence long into the independence era was easy to identify and rebuke.74 Black access 

                     

74. This section considers the credit problems of small black businesses, but they were not alone. Accusations 
of lending discrimination and steering against prospective black homebuyers were also common, and a òFair 
Lending Lawó was even deemed necessary by some in government (although never formally mooted) 
(Herald, 14/7/81, 13/4/82). Not long after independence, the Deputy Minister of Local Government and 
Town Planning accused banks, building societies and insurance companies of discrimination òin various 
formsó in the past, and threatened to strike any institution off the register if it showed racial prejudice in 
granting loans (Herald, 14/7/82). Rebuttals by the building societies included arguments that high density 
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to business finance was a long-standing problem. Even as free enterprise-oriented reforms 
escalated in the late 1970s, the credit barrier proved nearly insurmountable. Over a four-
year period through early 1983, bank credit to black entrepreneurs amounted to a meagre 
414 loans for Z$2.25 million (most for the retail trade) (Chimombe, 1983, 109). There was 
not much improvement during the 1980s, as Professor Tony Hawkins noted in the 
Financial Times (21/8/89):  
 
 While the money markets are awash with funds and the banks underlent, 

investment levels are inadequate to the task of maintaining the capital stock 
intact, let alone generating the 200,000 new jobs needed each year. The 
banks deny that they are turning away potentially viable black 
entrepreneurs simply because they lack collateral, the most frequent 
complaint levelled by black businessmen... [Yet] official figures show that only 
3% of bank lending goes to black Zimbabweans (emphasis added). 

 
The Reserve Bank ultimately ordered the commercial banks to increase their black 
borrower ratio from  3% to just 5%, or face punitive reserve requirements (Zimbabwe has 
a 99% black population so this should not have been extremely difficult). Responses 
ranged from the defensive rebuttal that òbanking returns do not reveal the full extent of 
actual lending  to blacksó (Girdlestone, 1990), to the acknowledgement that ð as the chief 
executive of Standard Chartered put it ð òBanks have been criticised, not entirely unjustly, 
for perhaps being overly cautious in their lending policies. This caution has to a larg e 
degree arisen through a lack of understanding of the exact nature of the requirements of 
the borrower operating outside what has become known as the formal sectoró (Herald, 
1/11/90).  
 Government officials such as John Nkomo often tried to explain bank di scrimination 
in terms of foreign control:  òI am well aware that most banks in Zimbabwe have their 
roots and still maintain links with parent head offices in the industrialised countries of the 
west and their work -methods and perspectives derive from there. In other words, in 
assessing and determining courses of action and prospects for expansion, their judgement 
is largely influenced from outsideó (Zimbabwe Department of Information, 1988). But 
even government-owned Zimbank, one Member of Parliament (J.C. Kufandada) alleged 
in 1990, òhas a very good reputation of being anti-black. The statistic speaks for itself. It is 
clear and I think we now begin to understand why there is a certain species of 
Zimbabweans that is given priority when it comes to loans in o ur own bankó (Hansard, 
15/8/90, 1472). 
 According to commentator Matthew Chandavengerwa (1994, 4), small entrepreneurs 
viewed banks as a whole as òarrogant, obstructive and insensitive.ó Specific complaints 
were that òtoo often banks raise invoices late, impose interest charges without notice and 

                                                                               

suburbs were not yet surveyed and title deeds not registered, and that it was unprofitable, due  to 
administrative costs, to grant loans of less than Z$6,000 (Herald, 8/11/82). But discrimination complaints 
continued through the mid 1980s (Chronicle, 28/12/84, 30/1/85), and a decade later, confronting a market 
study which showed building societies re jected applications òfar more often than the high income group 
even after allowing for differences in borrower -income and size,ó the managing director of the black-
controlled Zimbabwe Building Society, Francis Nhema, conceded, òWe all can and we all must do a great 
deal moreó (FG, 2/3/94).  
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usually in retrospect and keep their operations under constant conditions of fear and 
uncertainty by threatening to call in their loans at any time.ó The role of the banksõ 
solicitous black spokesperson (Barclaysõ Isaac Takawira), the increase in black bank 
managers, and the opening of small business bureaus were all viewed by 
Chandavengerwa as tokenism: òsimply an attempt to keep indigenous enterprises at 
bay.ó 
 At one point, even the Financial Gazette (28/10/93) w as moved to editorialise, 
 
 It is increasingly becoming difficult to do business when one is black in 

Zimbabwe. Financial institutions, most of which are white -dominated, have 
used their economic power effectively. They have pulled the plugs on 
corporation s headed by blacks and imposed onerous conditions to keep the 
financial tap flowing to the same executives. The effect of this has been to 
thoroughly humiliate black executives, most of whom have been caught by 
the current harsh financing environment. On t he other hand handsome 
rescue packages amounting to spoon-feeding have been put in place to 
whites in similar positions. White mismanagement and general financial 
problems have been tolerated and encouraged through an unlimited and 
unconditional availabili ty of loan funding. The banks and the white 
community will vehemently deny that there is racism. But this is a futile 
exercise. If they deny its existence then they clearly do not understand the 
predicament of their black countrymen. 75 

 
Nor did non -bank financial institutions accomplish much in opening their doors to black 
businesses. Fifteen years after independence, the chair of the National Reconstruction and 
Development Board, Elton Mangoma (a chartered accountant and former group financial 
director of the Hunyani paper/packaging conglomerate), complained, òBlacks are being 
marginalised on the [Zimbabwe Stock] Exchange, and are being told they are not good 
enough. The few companies that have a majority of black members are so heavily 
discounted on the stock exchange, reinforcing the same sentiment that blacks are 
incapable as big business managersó (FG, 2/2/95). In any case, black board members 
were rare. Ticharwa Masimba (1994, 4) points out that of 62 companies registered on the 
Zimbabwe Stock Exchange (ZSE) in late 1994, the boards of just five were majority-black 
(Delta, Mhangura Copper Mines, Wankie Colliery, Zimbabwe Financial Holdings and 
Zimbabwe Newspapers). About a quarter of the ZSE-listed companies had no black board 
members and the remainder had just one or two. Cluff Resources ð which Masimba 
accused of draining so many millions from Zimbabwe ð had only one black out of a dozen 
board members. 

                     

75. Strong charges, but after incessant repetition their impact tended to fade. After a while, it became 
difficult to shame even liberals on this score. Financial Gazette columnist Di Mitchell (writing under the name 
Mwana  Wevhu) refuted the charges of bank racism: òThe issue of how to grow rich (ôcapital formationõ [sic] 
in the jargon of Marxists, now happily adopted by capitalists) has been further confused by false information 
about the source of such capital. Some people, it seems, were seriously considering interference in correct 
banking proceduresó (FG 26/1/95). Revealingly, Mitchell also (selectively) recalled her experience in white 
Rhodesia: òThis columnist, long ago, worked ð for a very short year ð in a Bulawayo bank. Then, such instant 
success, such adroit corner cutting as ôaffirmative actionõ was unheard ofó (FG, 18/8/94).  
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 As discussed in more detail in Chapter Ten, gender discrimination was also a 
standard operating practice of Zimbabweõs financial institutions, partly because of slow 
legal changes which made it difficult for women to gain housing and land title rights. The 
World Bank (1991b, 18) noted that òAn adequate legal framework for lending to women 
still has not been created.ó Banks seemed to ignore the fact that women made up the bulk 
of the 5,500 savings clubs established in Zimbabwe between 1970 and 1985, and thus had 
something of a collateral and regular payment record to fall back on (Nowak, 1989, 71). 
 Seen from below, discrimination was a devastating experience. As Rasmussen (1992, 
226) concluded in an exhaustive study of small-scale enterprises in two outlying towns 
(Murewa and Gutu), 39% of respondents used their local banks for savings (an equivalent 
number use the Post Office Savings Bank), yet òMost small enterprises state that capital 
access is a problem, and, evidently, the enterprises would not mind obtaining a heavily 
subsidised loan without presenting any collateral security.ó 
 But in Zimbabwe, the gov ernment was unsuccessful in assisting banks to meet such 
needs. Even state-owned banks (such as Zimbank and BCCI) and òindigenous financial 
institutionsó proved either as biased as the expatriate banks in their lending, or too small 
to be effective. For example, the Zimbabwe government inherited a Development Finance 
Company, founded with R$3 million in 1979 to make loans to black small -scale 
enterprises, but which òdissipated its resources during the regime immediately preceding 
independence by making poli tically -motivated loans, many of which had to be written 
off,ó according to the World Bank. This initiative was formally shut down in 1984 (World 
Bank, 1986, 5). 
 The post-independence state, which was able (for a full decade) to bolster an 
emergent middle  class through civil service employment and welfare spending functions, 
was ultimately unable to carry off a sustainable credit -based expansion of the commercial 
petty bourgeoisie (which instead resorted to mark -ups on retail pricing that, by 1994, 
were so high as to invite direct competition from wholesalers and even manufacturers) 
(FG, 19/5/94). SEDCO was provided a Z$1 million capital base in 1983, and about 90% of 
the first batch of SEDCO loans were to merchants, with a small percentage to emergent 
indu strialists. Half were in urban areas, and cooperatives received a quarter of the initial 
loans. Loan terms were generally two years and the average interest rate was 14.3%. 
However, World Bank conditionality subsequently raised this to 18% for urban projec ts 
and 16% for rural areas. 
 Indeed Bank conditionality on SEDCO was extensive. The need for SEDCO credit was 
greatest in rural areas, and according to the Bank (1986, 18-27), òGovernment has 
indicated that it would like SEDCO to assist, on a selective basis, cooperatives and Small 
Scale Enterprises in rural growth points with limited infrastructure. Government and 
SEDCO, however, are keenly aware of the potential risks of such lending to SEDCOõs 
financial integrity and its cost to Government.ó The Bank therefore insisted on controlling 
this process through a different fund, and in the negotiations over a US$10 million loan to 
SEDCO in 1986 noted that òBank supervision missions would also closely monitor 
SEDCOõs performance.ó  
 The Bank decided that the root of the rural loan problem was that òRural businesses 
cannot offer title deeds as collateral for bank loans because land in the communal areas is 
not privately owned,ó and mandated that title deeds in Growth Centres be made 
available. Moreover, SEDCO was told it must ònot modify its policy statement without 
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prior consultation with the Bank.ó SEDCO was promised Z$500 million in government 
funds over a five-year period in the mid 1990s, but in 1993/94 it received only Z$40 
million.  
 Notwithstanding continuing  financial support from government, Rasmussen (1992, 
226) reported, òThe knowledge of SEDCO as a possible supporting institution is not 
impressive in the district centres. Only half of the potentially eligible small enterprises 
know what SEDCO is.ó The Credit Guarantee Company was even more obscure and 
ineffectual. Loan insurance functions, supported by the Reserve Bank, reached a level of 
only 150 loans per year because, as the World Bank concluded, òDespite the increasing 
demand from the emerging short -term as well as medium-term credits, the banks remain 
reluctant to significantly expand their lending levels.ó76 
 Other private sector small business development funds of an earlier generation ð 
Anglo American Development Corporation and the Industrial Promot ion Corporation of 
Rhodesia and Nyasaland, and a Zurich-based development finance agency, EDESA ð had 
been introduced by international capital in part for politically -motivated reasons, and 
were just as ineffective at getting credit to the black petty bour geoisie. A subsequent 
World Council of Churches small business credit fund administered through the 
Zimbabwe National Chamber of Commerce (ZNCC) demanded loan repayments in hard 
currency, which carrying an offshore interest rate of 9% in 1994 translated into 30% in 
local terms, according to the ZNCC, compared to the 5% then being charged by the 
Reserve Bank for an IBDC loan fund (FG, 5/5/94).  
 Under such circumstances it is easy to see why credit remained an emotional issue. 
When the Indigenous Business Development Centre was established in 1990, a key 
priority was to gain better access to small business loans, and the IBDC rapidly collected a 
membership of 4,000, doubled it to 8,300 by early 1994, and made itself a highly visible 
lobby group (Raftopoulos, 1991, 16; FG, 13/1/94). In 1992, the World Council of Churches 
Development Fund advanced a Z$30.6 million loan (and Barclays advanced Z$40,000) 
(FG, 20/6/92). But controversy arose over a government budget allocation of Z$100 
million to the IBDC in 1992. In  the words of the then secretary-general of the IBDC, Strive 
Masiyiwa, òThere are certain non-indigenous people who are frantically lobbying to be 
part of this money. But we will fight tooth and nail to ensure that they wonõt get any cent 
from that money since it is us who solely went to the government begging for that money 
as far back as February.ó 
 Masiyiwa was given assurances by Chidzero that ògovernment would ensure that the 
funds would be exclusive to indigenous businessmenó (FG, 27/8/92). Yet 
Chandavengerwa (1994, 4) insists that instead, the banks ð given responsibility for 
managing the Z$100 million ð partially redirected the monies into paying off the 
outstanding loans of members of the IBDC. This òcreated a great deal of anguish,ó for 
                     

76. According to Chinyokaõs (1988, 102) report on the Credit Guarantee Company, 
Commercial bank conservativeness as well as the black entrepreneursõ lack of a track record and adequate 
collateral, have resulted in a modest level of operations for the credit guarantee scheme. Less than Z$1 
million is advanced on an annual basis and despite the increasing demand from the emerging black 
entrepreneurs for short -term as well as medium-term credits, the banks remain reluctant to significantly 
expand their lending levels. Commercial banks including the Credit Guarantee Company have no 
programmes to develop entrepreneurship just as they devote no time and resources to upgrade management 
and other skills of small -scale enterprises. This is despite their preoccupation with the strict pre-requisites of 
a good track record and good management skills to their would -be clients. 
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even after the loans had been paid off, òsome banks were not prepared to extend working 
capital facilities.ó Chemist Sibiza (then IBDC president) agreed that òthe Z$100 million 
credit facility made available through the commercial banks never benefitted IBDC 
membersó (FG, 13/1/94).  
 Finally in January 1994, the IBDC was appeased when Z$400 million was reserved by 
the Reserve Bank for black small-scale business credit, to be administered through the 
Credit Guaranty Company (CGC). Offering loans at 5% interest, the CGC quickly took in 
more than 6,000 applications worth Z$165 million, and granted 4,583 loans worth Z$142 
million. Ordinarily, the CGC processed 800 loan applications per year, up from just over 
100 during the 1980s (FG, 12/1/94).  
 Masiyiwa was also a vigorous campaigner when commercial banks were an issue. In 
mid 1992, he publicly accused Standard Chartered Bank of being òthe most conservative 
bank when it came to dealing with indigenous people,ó arguing that a century òwas a 
very long time for the bank to sta rt considering localising part of its external 
shareholding.ó Masiyiwa demanded that Standard Chartered Bank appoint a black chief 
executive: òCertainly this would be a good time for some serious management changes. 
Do we have to wait another one hundred y ears before they make a commitment to black 
advancement?ó (FG, 13/9/92). 77 
 Due to the objective conditions imposed by overaccumulation, it was possible for 
there to coexist excessive flows of funds into financial markets, a limited market of local 
borrower s, and a lack of prospects for international expansion ð alongside well -
structured, time -honoured discrimination which appeared pervasive in the business 
norms and practices of Zimbabweõs banks and bankers (both expatriate and indigenous). 
Even the few exceptions suggest the levels to which entrepreneurs had to sink to gain 
access to capital. In the late 1980s, for example, Isaac Takawira of Barclays and Willie Ford 
and Fanuel Muhwati of Merchant Bank of Central Africa (MBCA) together bought a 
South African -owned company ð Flexible Packaging ð for which they were financed by 
MBCA, leading one Member of Parliament to comment, òIt would appear to me that there 
had been what is termed overseas as some form of insider trading.ó Employees of Flexible 
were expecting to buy 25% of the company as it became the first black-owned listing on 
the stock market. But according to MP Byron Hove, òThe employees felt cheated, and felt 
that the big sharks, as it were, grabbed the cake from their very lipsó (Moto, May 1992). 
 A few new financial institutions emerged out of the black petty bourgeoisieõs 
frustration. 78 Yet aside from the single area of short-term insurance,79 penetrating the 

                     

77. Standard Chartered subsequently began accounting for òLoans and overdrafts to small business and 
personal sector borrowersó and claimed that as of July 1992, Z$180 million had been extended, more than 
any other lender (FG, 27/8/92). At the same time, the IBDC also demanded that govern ment permit it to 
purchase a majority stake in the Commercial Bank of Zimbabwe (formerly BCCI) following the 
governmentõs purchase of 53% of the bankõs shares for less than Z$1 million in 1991 (FG, 2/7/92).  
78. A Z$100 million Venture Capital Company was la unched by the Zimbabwe National Chamber of 
Commerce in early 1991, funded by the Reserve Bank, the World Bankõs International Finance Corporation 
(IFC), the Commonwealth Development Corporation (CDC) and local commercial financiers, but was not 
expected to break any of the structural barriers to the success of the black manufacturing petty bourgeoisie. 
A second fund, Continental Capital, was started by a syndicate of institutional investors in early 1992, with 
projected share capital of Z$60 million and loan capital of Z$60 million. The Zimbabwe Building Society was 
founded in late 1991 by a consortium of insurance companies and what were described as òunnamed 
businessmen and ôbig gunsõ in ZANU(PF).ó The National Merchant Bank of Zimbabwe was founded in early 
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well -established and tightening financial markets appeared next to impossible, as big 
capital simply continued to ignore black entrepreneurs. With the state unable or 
unwilling to force banks to change their lending policy, by 1990 the situation was so 
desperate that the CZI stepped in. Purporting to support the development of a petty -
bourgeois manufacturing class (ie, its potential competition), CZI chief economist (Mike 
Humphrey) firmly advocated less government intervention in credit markets rather than 
more: 
 
 Interest rates should be decontrolled, the rigid controls on the areas of 

operations of the various types of institutions should be loosened, and 
financial institutions should be allowed to offer venture capital in the form 
of equity. It is only under these changed conditions that the financial 
institutions will obtain the resources needed , and the incentive, to consider 
financing more of the financially riskier new enterprises (CZI, 1990, 3).  

 
Some of the CZI misconceptions should be countered at once. The incentive to invest in 
certain black businesses did in fact exist, as witnessed by the extension of some limited 
forms of credit by a few financial institutions (particularly the merchant -oriented finance 
houses), but did not extend as far as funding new manufacturing enterprises. Chinyoka 
(1988, 103) explains, 
 
 Despite the fact that some of the finance houses are subsidiaries of commercial 

banks, they tend to have a more liberal attitude with respect to assisting 
small enterprises. This might be due to the inherent nature of lease 
financing that it is self -secured. While they have yet to make an impact in 
the manufacturing sector, they have been assisting significantly in the 
service sector ð that is commercial trucks, passenger vehicles, etc. 

 
Yet when considering the cost of credit, Chinyoka continues, òsmall-scale entrepreneurs 
are often crippled by the high rates of interest charged by finance houses.ó Mupandiki 
(1985, 143) notes that even the relatively mild (in retrospect) early 1980s increase in 
commercial interest rates (from 4.5% to 9.5%) òcontributed to shifting income from the 
poor to the financial institutions ð most of which are foreign -owned. While the large 
foreign-owned companies can afford to pay higher interest rates, their increased cost had 

                                                                               

1993, with Ariston Chambati chairing and financial support from the IFC. Julius Makoni of the IFC was the 
first chief executive, and was assisted by the founder of a Ghanaian merchant bank (William Nyemba) partly 
owned by the IFC, CDC and a US bank. The first black -owned commercial bank, Prime Bank ð the joint 
venture of an MP from Bikita West, Great Makaya, whose grain mill had in 1993 been the subject of a 
demonstration by Nykia Growth Point communal maize farmers for paying out millions of dollars in 
dishonoured cheques, and an Austrian partner ð lost investor confidence even before opening its doors in 
1995 (FG, 5/12/91, 26/3/92, 25/2/93, 9/6/94, 2/9/95).  
79. In 1989, firms like Nicoz, Shield and Lion were not major contenders, but by 1994 reports surfaced that 
òsignificant market penetration achieved by predominantly black-owned and state-controlled short -term 
insurance firms is sending shock waves through the industry.ó The response of white-controlled firms was 
apparently to end one pricing agreement and replace it with òa sweetheart non-aggression agreementó 
which acted as òa carteló to ensure that the insurance market was split into black and white sectors (FG, 
24/2/94).  
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squeezed many smaller would-be African entrepreneurs out of business.ó 
 Thus the sorts of interventions the CZI proposed ð especially higher rates ð would not 
result in the predicted redistribution of finance, but would instead limit the commercial 
petty bourgeoisie at an earlier point in their business trajectory. Indeed the arrival o f 
positive real interest rates in the early 1990s was accompanied by a credit crunch of 
unprecedented proportions. As the deputy minister for industry and commerce, Simon 
Moyo, observed in 1994, òSmall and medium-scale enterprises are plagued by an 
assortment of viability problems including lack of access to finance due to under -
capitalisation and limited development of institutions for the provision of financial and 
technical support for this sectoró (FG, 19/5/94).  
 Racial discrimination in the banking sys tem is a real phenomenon, though probably 
no more so than in other parts of the white -controlled economy. Barclays, Zimbank and 
Standard all eventually opened small business loan departments to serve emergent black 
firms, but such incremental institutional  change would not make much difference. Part of 
the problem, it was alleged, was the race and class composition of high-ranking bank 
officials. 
 Although employment in the finance, insurance and real estate sector grew 
dramatically during the 1980s, outpacing everything else in the economy save public 
health and education, institutional power was maintained at the top of a very steep, 
white -dominated hierarchy (a few blacks managed to climb to higher rungs, but these 
were mainly government financial sector ladders, which tended to move personnel from 
state finance into industry, not into private finance). As the number of financial sector 
employees rose by 35%, the per capita salary of those employees in relation to the national 
economy declined noticeably during the early 1980s. The result was a potential for severe 
conflict not only between banks and their clients, but within banks as well.  
 In 1985, the press began picking up some of the allegations. According to the chair of 
the Zimbabwe Society of Bank Officials, Richard Mawoyo, òDiscontent among black bank 
workers is the result of promotion expectations built up over the past five yearsó (Herald, 
11/10/85). Allegations of bias led Barclays officials to announce that òall branches of 
Barclays Bank will have to submit to their head office names of all candidates considered 
for promotion along with those of the candidates they are recommendingó (Herald, 
30/10/85). Two years later, Standard Chartered employees embarked on a formal work 
stoppage, based on claims òthat management was practicing racial discrimination in 
employment and other conditions of service... Employees also alleged that black 
advancement had been resisted with the result that there were no blacks in decision-
making positions at all despite the fact that the vast majority of the workers in the bank 
were black.ó The allegations led to an extensive investigation by the Labour Ministry, and 
a finding that  
 
 many of the employment practices pursued by the bank though neutral on 

their face, tended to perpetuate past discrimination while others tended to 
discriminate in practice. These practices include: exclusion of blacks from 
key decision-making organs and sensitive posts such as in the 
advancements department; absence of any open recruitment or promotion 
policy which tended to favour the insiders, friends and relatives, a 
haphazard grading structure which resulted in large disparities in salaries, 
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benefits and other conditions of service between whites and blacks; 
appointing white pensioners and giving high salaries to security positions 
which could have been filled by younger qualified persons including blacks; 
the existence of an unhealthy and almost hostile relationship between some 
members of the management team and the Workersõ Committee 
(Department of Information, 1987). 

 
With tensions throughout the financial services industry still not resolved by the end of 
1987, Chidzero told a meeting of bankers, òI would like to reiterate my call made about 
two years ago about black advancement in our financial sector... Although there has been 
some positive response by some institutions, others still have to work harder to ensure 
that their management structures reflect the new order in the countryó (Department of 
Information, 1987). But controversies continued raging at Standard Chartered and other 
banks over discrimination.  
 In addition, Anglo American Corporationõs Bard Discount House faced resignations 
by five senior black managers in late 1994, when a white managing director was granted a 
Z$475,000 profit -sharing bonus while many blacks received nothing. Anglo Zimbabwe 
chair Roy Lander defended the profit sharing and attributed problems to òa lack of 
communication within the organisationó (FG, 15/12/94). The Discount Company of 
Zimbabwe also lost two  top black managers. As the Financial Gazette (5/1/95) reported, 
òmost of the black workers in discount houses and stockbroking firms are crying foul 
over alleged racial inequalities in terms of promotions and remunerations.ó 
 Suffice to say, the perception of discrimination continued even after the elite (eg, 
Leonard Tsumba of Zimbank) attained senior bank management positions. Protests, work 
stoppages and full-fledged strike action at Zimbabweõs financial institutions were 
common throughout the 1990s. 
 
Corruption  
 
If discrimination persisted, so too another form of economic activity prospered beyond 
the boundary of rational market exchange relations:  corruption. According to Sachikonye 
(1995b, 183), clientelism led to òwidespread nepotism in recruitment and promotion 
practices, embezzlement of funds and corruption.ó This was not the sole preserve of a 
new government bureaucratic elite intent on personal capital accumulation, although this 
ubiquitous phenomenon must not be discounted. Corruption also found i ts way into the 
banks, which as a matter of ordinary business practice not only maintained price -fixing 
retail cartels, but regularly inflated interest charges on overdrawn accounts ( FG, 2/6/94).  
 Briefly consider two of the more spectacular cases of banking system fraud ð 
involving BCCI during the 1980s and Zimbank in 1990 ð which between them suggest 
several telling features of Zimbabwean finance. According to a United States Senate 
Foreign Relations Committee report, The BCCI Affair, a briefcase containing £500,000 was 
delivered by a BCCI official to a London hotel during the course of Lancaster House 
negotiations in 1979. As another bank official, Akbar Bilgrami, confirmed to Senate staff, 
òWe paid Mugabe and [Joshua] Nkomo.ó Then in 1981, BCCI Chief Executive Officer 
Agha Hasan Abedi, his personal assistant Nazir Chinoy, and BCCI officer Aluddin Sheikh 
went, in Chinoyõs words, òto the opening of a joint venture with Zimbabwe. I think to get 
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permission for establishing a bank in Zimbabwe that money was pa id to President 
Mugabe and to Nkomo.ó Chinoy claimed that Sheikh 
 
 went off on his own to see Nkomo who was the chief opposition at the time, 

and then he went off to see President Mugabe, and when they talked they 
wanted me out of the room... Mr Sheikh carried a bag with him. At the time 
I had a suspicion that you donõt get permission as a foreign bank so easily 
without a payment. Without favours, it wouldnõt be so easy to get a bank 
that fast, especially given the opposition of the British banks who were 
already established there. 

 
BCCI failed in July 1991 when its global pyramid -scheme of deposit-taking, drug money 
laundering and rampant bribery of international officials imploded, and the national 
railways of both Zimbabwe and Zambia reportedly lost Z$330  million in deposits. 
Member of Parliament Edson Ncube alleged that this stemmed from political 
appointments to the parastatal railroad:  òBecause of these political appointments, at one 
stage our bank account for the National Railroad of Zimbabwe was trans ferred from this 
one bank to BCCI. What has happened to these funds has not been fruitfuló (Weekend 
Gazette, 13/12/91). Zimbabwe was also a prolific borrower from BCCI. In March 1991 the 
government owed the bank US$17 million, according to the Senate report, all of which 
had to be repaid, even if Zimbabweansõ deposits had vanished.80 
 In a second case, Zimbank ð the main state-owned bank ð was the subject of a national 
scandal involving top politicians. A Member of Parliament, A.T. Mangwende, alleged 
ògross irregularities involving substantial amounts in foreign exchange, import licenses 
and other related malpracticesó at Zimbank and a white-owned shell company (Lorac Pvt 
Ltd). Although the facts of the case were never conclusively established, the charge 
illustrates the power of Zimbabweõs financial institutions, both materially (in their foreign 
currency-handling responsibilities) and psychologically (in their relations with small 
black businesspeople). According to Mangwende, 
 
 The unsuspecting emergent businessman goes to a bank with his import 

license to organise funding for whatever transaction he will have obtained 
the license for. In the bank, this particular bank, there are senior banking 
officials who would then direct the unsuspecting emergent busine ssman to 
this particular company to be funded. Instead of the bank doing it, the 
officials in the bank choose to direct the poor emergent businessman to this 
financial shark. What happens, of course, is that as soon as the businessman 
gets there and is introduced by some officials in Zimbank, he surrenders his 
license because he wants to get funds. 

 
In other words, the Zimbank officials refused to process the application, instead directing 
the clients to their colleagues in Lorac (one Zimbank official was actually employed by 

                     

80. Later, Bashir Shaik, the former managing director of BCCIõs Zimbabwe subsidiary (as late as mid 1993, 
following its conversion into Commercial Bank of Zimbabwe), was tried for drug money laundering and 
sentenced to several years in jail in the US. The charge stemmed from his relationship with Manuel Noriega 
when Shaik worked for BC CI in Panama (FG, 28/10/93).  
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Lorac inbetween stints at the bank). 
 
 What then happens, Mr. Speaker, is that after some time, the emergent 

businessman is advised that in fact, his goods have arrived and had been 
sold at a much less prices than otherwise and therefore he has a shortfall. 
The next thing when the man starts to complain, summons are quickly 
issued. I have a list of over 40 emergent businessmen who are in that 
predicament as a result of this financial chicanery (Hansard, 15/8/90, 1460-
1461). 

 
But the chicanery came to light because Lorac itself ran into repayment problems and 
owed Zimbank Z$8 million on an unsecured bank overdraft by the time the scandal 
broke. There were also questionable political contacts with Lorac involving one of the 
countryõs two vice-presidents and as many as seven cabinet ministers, who reportedly 
had received certain favours.81 
 But perhaps more tellingly, the incident revealed several features of the institutional 
bias of Zimbabwean finance. Most obvious was the direct collaborati on of white and black  
financiers (even in a state-owned bank) with a corrupt form of merchant capital (Lorac), a 
combination which served to make short work of Zimbabweõs fabled exchange and 
import control system. But also clear in this incident was the ro le of the black 
entrepreneur, who willingly ð and illegally ð turned over import licenses to unauthorised 
dealers. The so-called òbriefcase businessmanó phenomenon was, by the late 1980s, an oft-
criticised but well -trod path to petty accumulation, given th e great potential in the sphere 
of finance for precisely these sorts of invitations to corruption. 82 Lastly, there was the 
suspiciously passive role of key government civil servants and politicians. As J.C. 
Kufandada complained in Parliament,  
 
 I do not und erstand why the Senior Minister [Chidzero] did not institute 

enquiries when press reports surfaced and in particular when the former 
Minister of Trade and Commerce who himself reported to the Senior 
Minister of Finance, expressed concern at the racket. I wonder why such 
senior banking officers that we have entrusted with our national patrimony 

                     

81. According to a Member of Parliament quoted in the Financial Gazette (17/9/92), the Lorac owner òbuilt a 
house for one vice-president... in his home province. He also built a house for minister ôXõ in Midlands.ó 
82. The phenomenon actually began just prior to independence, as the Rhodesian Front government 
attempted to build up black petty bourgeois allies through forex allocations. (Even earlier, there were 
repeated prosecutions for foreign exchange control violation by whites , including 100 at a single point in 
1974 [Chronicle, 1/4/74].) Entrepreneurs made repeated post -independence claims that the foreign exchange 
system was biased against blacks, and therefore required extensive affirmative action: òForeign exchange 
allocations at the moment are granted mainly to the people who received these during the sanctions period. 
Itõs always the old boys who get the money. No matter how good an idea a black businessmen brings up, he 
will always find the door closed.ó A government official responded that of 184 new recipients of foreign 
exchange in the first four months of independence, 158 were black (Herald, 30/9/80). Nevertheless, the press 
reported that among others, òLeonard Nyamutsamba (a prominent businessman) alleged those benefiting 
[from foreign exchange scams] were blacks being used as frontmen by whites and white-controlled 
companies which had no desire to export to black Africa, and sought markets in South Africa and Europeó 
(Herald, 4/10/80). Such controversies continued th rough the 1980s. 
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should be given such protection (Hansard, 15/8/90, 1468). 
 
While Zimbankõs relationships with clients were spotlighted in this particular instance, an 
underlying aspect of the entire operation of the banking system was, in a sense, unveiled. 
That friendly relations between regulators and regulated turn quickly to corruption under 
conditions of overaccumulation crisis is nothing new. In the late 1980s such conditions 
gave way to corruption scandals involving high finance in Japan, Greece, Jordan and even 
the United States, in each case toppling heads of government (or in the US case, the first 
and third ranking Democratic Party officials in Congress).  
 The depths of visible financial corruption never plunged so far in Zimbabwe. But 
Bulawayo lawyer David Coltart testified in 1991:  òFrom the evidence before me as a 
lawyer I believe that corruption within government and Zimbabwean society is rife and 
that the Willowvale scan dal pales into insignificance compared to the level of corruption 
nowó (FG, 19/9/91). Brian Raftopoulos (1991, 12) describes the Sandura Commission 
investigation into Willowvale as  
 
 an epic tragedy: an heroic liberation struggle, the transfer of power, th e 

making of individual reputations within the broader framework of social 
transformation; and then the antithesis, of the corrupting influence of 
power, the untidy, grubby manipulations of accumulation, the trial, 
exposure and, in one case, suicide. To many analysts, this process 
represented the almost ineluctable logic of the propensity of the political 
elite to accumulate at any cost; the ubiquitous neo-colonial denouement of 
the predictable petty -bourgeois project. 

 
Aside from complaints by white outside rs and dissident left intellectuals, the degeneracy 
of the petty-bourgeois bureaucrat was confirmed by the man in charge of the civil service, 
Eddison Zvobgo, who acknowledged in 1992 that there was òa high incidenceó of 
corruption in a government òwrought with bribery, patronage, embezzlement and 
extortionó (FG, 25/6/92). Bribery was uncovered in ministries responsible for 
environment, tourism and construction and public works ( FG, 24/3/94). Of note in this 
regard is that many of the most important of the emergent financial elite began their 
ascent from the public sector, especially, as Arnold Sibanda (1990, 8-9) comments, from 
parastatal managerial positions: 
 
 The reactionary petty bourgeoisie fills these management posts either with an 

incompetent element that is ideologically bankrupt in terms of the 
philosophy of socialist transformation, or that is anti -socialist pure and 
simple, and sees its appointment as an opportunity to establish links with 
foreign capital for purposes of carving a base for its own primitive 
accumulation. Corrupt appointments on the basis of òclass friends,ó òethnic 
comrades,ó or òregional home boysó take precedence over radical 
ideological inclination, competence and qualification for the job and 
recognition that the task is a struggle which is part of the general class 
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struggle against imperialism. 83 
 
The most important aspect of this in relation to the early growth of the black petty 
bourgeoisie as a class was probably the briefcase businessman phenomenon, as noted 
above, but there emerged black financial elites who had a much more respectable 
orientation. On the one hand, bank personnel largely consist of òblack people not in 
meaningful positions,ó as MP T. Mudariki put it. One ironic result, already noted, is that 
black access to credit is typically suffocated by white old boy networks, notwithstanding 
the fact that today most mid -level bank employees (including the bulk of branch loan 
officers) are black. 
 On the other hand, however, the apparent discriminatory nature of banking ð 
affecting primarily the black commercial petty bourgeoisie ð was not able to detain a few 
key individuals, who springboarded ahead of the classical black petty bourgeoisie as 
compradors with domestic and international finance. In doing so ð their protestations to the 
contrary notwithstanding ð they effectively ratified the continuation of black petty -
bourgeois subordination to financial capital. It is important, hence, to go beyond chronic 
charges of race discrimination and strong hints of financial intem perance, in order to 
search out the particular class orientation of changes that took place in Zimbabweõs 
financial system after independence. Again, the point of such a study is to identify where 
personal agency, working through state institutions, has a material effect on the exercise 
of financial power.  
 
Emergent financial elites  
 
A poignant cry rang out in Parliament in 1990:  
 
 Our party has called for the democratisation of the banking sector several 

times but nothing so far has been done, ten years after independence. Is this 
what our heroic combatants fought for? It appears that there are people 
who are not willing or who benefit from the non -democratisation of the 
banking sector. Maybe they are benefitting from the crumbs that fall off the 
table, who knows? If you go into any of these banks you will find that a lot 
of black people are not in meaningful positions (T. Mudariki, Hansard, 
30/8/90, 2081). 

 
This was, a decade after independence, an increasingly plaintive complaint. Even 
President Robert Mugabe (1989, 358) openly expanded on the theme in his surprisingly 
frank contribution to Canaan Bananaõs nationalist text Turmoil and Tenacity: òThere exists 
among the membership of the new ZANU(PF) a minority, but very powerful bourgeois 
group which champio ns the cause of international finance and national private capital, 

                     

83. Raftopoulos (1991, 14) argues, however, that the òbrain drainó ultimately slowed because 
those employees entered the racist employment structures of capital, and have often been neutralised and 
absorbed. Secondly, those public servants who were poached by the private sector because of their assumed 
knowledge of the government machinery and government contacts, often lost credibility with the State itself. 
In addition, White employers began to develop their own linkages and lobby groups w ithin the State, and 
have developed a decreasing need for such ex-State official intermediaries. 
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whose interests thus stand opposed to the development and growth of a socialist and 
egalitarian society in Zimbabwe.ó Yet as Theresa Chimombe (1983, 17) pointed out, it was 
under Mugabeõs patronage that this group had initially emerged:  òThe state is 
increasingly participating in the banks and this signifies the development of state 
monopoly capitalism. It is significant to note that after independence, government 
appointed some board members of banks to serve as directors of some companies.ó 
 Political commentator Jonathan Moyo (1992, 4) expressed growing frustration about 
the demise of accountability, not (as Mugabe griped) because of the new elitesõ hostility to 
the cause of socialism within ZANU, but simply on grounds of national interest:  
 
 In most cases, the World Bank and the IMF prefer to infiltrate the minds of 

bureaucrats in ministries of finance, trade, industry and commerce and in 
parastatals such as reserve banks as well as private financial institutions 
such as merchant banks and other influential business concerns. This is 
what happened in Zimbabwe between 1987 and 1990 when the World Bank 
started inviting Zimbabwean bureaucrats in the Ministry of Finance and the 
Reserve Bank to Washington, DC and elsewhere, to indoctrinate them with 
ESAP under the guise of òtrainingó and òseminars.ó Others were treated to 
lavish dinners and parties locally to give the feeling of being òimportant.ó 
This is how some critical personnel in the national bureaucracy were 
baptised into ESAP... The result is that the politicians have lost control of 
policy formulation in the economy. That is why every ZANU central 
committee these days is a classroom for Dr. Chidzero to lecture 
dumbfounded politicians on ESAP. All this is happening because, while 
politicians have been reduced to bystanders, economic policy in this 
country since 1990 has been driven by the World Bank and the IMF, with 
the assistance of Zimbabwean bureaucrats whose hearts and minds were 
won years before the implementation of ESAP. 

 
The challenge here is not to pose a ògreat person theory of historyó to explain 
Zimbabweõs biased financial system in terms, mainly, of the òminority, but very powerful 
bourgeois groupó ð which we shall term the em ergent financial elite ð which benefitted 
from bankersõ breadcrumbs and thus left the pre-independence system intact. Instead, it is 
to place people of the ilk of Finance Minister Bernard Chidzero, a man rarely understood 
or analyzed, yet of profound impor tance for Zimbabweõs post-independence 
development, in their appropriate class and political setting.  
 Chidzero may have felt lonely, for he once commiserated, òThere is a dearth, even 
near complete absence, of skilled personnel with a requisite grasp of policy instrumentsó 
(Horizon, September 1991). (If so, the logical question arises, why would Zimbabwe 
embark on dramatic changes in economic policy in the early 1990s?) In an otherwise 
unreasonably favourable report on ESAPõs implementation, the government conceded to 
the World Bank (1995a, 48) that, indeed, there was òlimited institutional capacityó in its 
ranks and that òweak capacity in line ministries and implementing agencies led to an 
overstretching of resources devoted to policy analysis and formulat ion in a period when 
far-reaching policy reforms needed to be designed.ó  
 Moreover, there were few with political credentials sufficient to make ESAP stick. 



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  
  
 

 

 
 

 150 

òWe fail to identify individuals with the political courage to successfully defend and hold 
back any strong and persistent opposition to the reform programme,ó lamented the 
Financial Gazette (5/9/91) at the precise point at which interest rates were doubled and 
financial liberalisation conclusively began:  òWe stand to be corrected, but the only 
individ uals who have shown commitment to the programme and hence are capable of 
raising a finger in support of it are, the Ministry of Industry and Commerce, Mr. 
Kumbirayi Kangai, 84 Dr. Tichaendepi Masaya,85 the Minister of State for Finance, 
Economic Planning and Development and the Senior Minister, Dr. Bernard Chidzero.ó  
 Another logical candidate would have been Reserve Bank governor Kombo Moyana. 
Yet by the time he left his position in mid 1993, his popularity with financiers had 
evaporated. Under Moyana, the Reserve Bank had the distinction, according to the 
Financial Gazette (17/6/93), of being òthe most secretive, most feared and least-
understood institution in this country... Perhaps the lack of transparency at the bank is 
attributable to the fact that it no w effectively has two masters, the government and the 
IMF.ó Moreover, Moyana òcultivated a culture of fear and intimidation in the financial 
sector... The Reserve Bank wants to treat the administration of monetary policy like 
guerrilla warfare. It takes im mense pleasure in springing surprises on the unsuspecting 
public.ó  
 From corporate Zimbabwe, a few emergent, highly -respected financial elites stood in 
support of ESAP upon its introduction, including Ariston Chambati, Morrison Sifelani, 
Isaac Takawira and Leonard Tsumba. Chambati is worth close attention, for he was head 
of the conglomerate TA Holdings for a decade and in 1995 was named successor to 
Chidzero as Finance Minister (Chambati unexpectedly passed away within a few 
months). Previously he had wor ked for the US Consulate in Salisbury during the early 
1960s, then studied in New York and at Oxford, returned to University of Rhodesia where 
he was a senior lecturer in political science during the 1970s, served the liberation 
movement at the Geneva, Malta and Lancaster House conferences, was elected to 
parliament in 1980, and was immediately made ambassador to Germany. Later he was 
named to the Business Advisory Council of the World Bankõs International Finance 
Corporation, as well as to the advisory board of Coca-Cola Africa.  
 Yet in business, Chambatiõs actual record did not warrant the glowing reputation he 
enjoyed as the ideal financial bureaucrat to replace Chidzero. According to Ibbo Mandaza 
(1995, 4), Chambati had started masterfully at TA Holdings, that corporate òlaager for the 
ôold Rhodiesõ during the 1980s,ó because òHe used his political contacts in government to 
confront his enemies in TA Holdings and in the private sector as a whole, thereby creating  
a functional link between sectors of corporate Zimbabwe and the state into which he was 
slowly gravitating.ó But over the last few years of Chambatiõs reign, TAõs results were 
most embarrassing. More so than other listed companies, the companyõs share price had 

                     

84. There was at least one other at that point. Under Kangai at Commerce was Mudzi Nziramasanga ð 
formerly a US-based professor of neo-classical economics ð who in 1991 was òimposedó on Zimbabwe by the 
World Bank and by the US Agency for International Development, replacing a more progressive official 
(Stoneman, 1991). Cliffe (1991, 28) notes that Nziramasanga earned a salary òmore than four times that of 
other Permanent Secretaries ð payable, in US dollars, in an overseas account, by US AID!ó 
85. A few years later, however, the paperõs opinion of Masaya was revised: òmore of a technocrat and would 
not withstand the political pressure that goes with the postó of Finance Minister (FG, 14/7/94). Masaya later 
chaired the Trust Merchant Bank, which was started with National Railways of Zimbabwe pension money.  
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plummeted dramatically beginning in September 1991 (from 410c to 55c two years later). 
The key problem was debt management, for TAõs 1993 interest bill of Z$73.8 million was 
128% higher than in 1992, which in turn had been 132% higher than in 1991 (interest 
payments varied between 23% and nearly 50% of operating profit).  
 Not only was the huge conglomerate over its head financially (even by 1994 the debt 
load was still Z$350 million). Chambatiõs vaunted Botswana hotel investments were also 
losing money, and TA was ultimately forced to dispose  of its recently-acquired bicycle 
plant, a clothing firm and a motor transport company. òTA Holdingsõ situation would 
come in handy as a case study for MBA students at the University of Zimbabwe,ó the 
Financial Gazette (25/2/93) stock market commentator re marked sarcastically: 
 
 Two years ago, at a time when its cashflow was already encountering rough 

seas, two acquisitions were taken on, Bernsteinõs clothing and Johnston 
Transport. Now, in the half -year statement for the period to the end of 
November, shareholders are told that both are losing money. It was clear at 
the time that there were not enough financial resources to justify the 
takeovers... Just what the reason was for buying the clothing factory was 
unknown. There seems to have been some vague notion that clothing was 
the business flavour of the month because of tales about all the export 
profits being made... There also seemed to be little relevance between 
clothing and the other group businesses, but then this is true of the whole 
group. TA of cou rse is well known for its disastrous investment decisions. 
The Maceyõs saga left one with the feeling that management barely knew 
what the stores did, while there was no real attempt to check on 
stockholding... Selling the tobacco floor has got to rank among the most 
memorable business blunders since independence. Remember that tobacco 
was the groupõs foundation. Transport has never been one of the greatest 
successes... Despite such an erratic divisional performance TA saw fit to buy 
yet another transport company, doing so with borrowed money.  

 
Chambati followed up with an ill -timed Z$100 million rights issue in 1994 that was only 
55% subscribed. Underwriters, including Merchant Bank of Central Africa (chaired by 
Chambati) had to buy the balance. Baring Securities reported in their October 1994 
Zimbabwe Stock Market Review that it was only because of òthe protective nature of 
Zimbabwean banks that TA Holdings survived in its existing form.ó It was clear to 
Barings that TAõs executives òhad never operated in a competitive environment and were 
eager to issue more scrip to cover past mistakes... In most other markets, the company 
would have been forced into liquidationó (FG, 20/10/94).  
 Nor could Chambatiõs trendy commitment to òvigorous implementation of and 
adherence to the philosophy of Total Quality Managementó turn his company around, 
and by early 1995 he had to acknowledge that òWe in TA have come in for a great deal of 
criticism in the past two years.ó He blamed the high cost of debt for his difficulties. Yet in 
spite of having being burned not only by interest rate liberalisation but also by 
exaggerated expectations of rewards to TA from export markets and foreign investments, 
Chambati continued to support ESAP (FG, 5/1/95, 23/3/95).  
 Moreover, his short reign as Finance Minister enhanced Zimbabweõs uneven 
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development, according to a Read On (November-December 1995) magazine commentary: 
 
 Chambatiõs [1995] budget showed no mercy at all for the ordinary worker. 

Instead, his budget was more cruel than the ones Bernard [Chidzero] used 
to present... [for it] favours the industrialists and business people who are 
already rich. For example, duty on spares and computers was reduced. 
Duty on beer was also reduced. Beer prices are likely to go down as a result. 
Tough luck, children cannot feed on beer. As a result of the removal of 
subsidies and the increase in sales tax, mealie meal prices have gone up. A 
50kg bag of ordinary roller meal, for example, used to cost Z$112. It now 
costs Z$143. 

 
Enjoying nearly as high a profile as Chambati, Morrison Sifelani had been a key Lonrho 
representative, once the head of the CZI, and under ESAP the director of the public-
private export agency Zimtrade. 86 He also chaired the insurance company Fidelity Life, 
which was partially owned  by government. Working with Sifelani at Fidelity was Forbes 
Magadu, an assistant general manager responsible for marketing ð when not busy 
chairing Chitungwiza Town Council and the ZUPCO bus company.  
 Another ESAP-booster was Takawira of Barclays: òContrary to popular opinion, 
ESAP is good for the country and its people ð and it is working. Positive results are 
emerging in our sector, like the introduction of foreign currency accounts for individualsó 
(FG, 5/8/93). (No doubt ESAP worked for the banking fra ternity and those who had 
access to forex, but as òfor the country and its people,ó Chapter Twelve provides contrary 
evidence.) Takawiraõs background included courses in corporate finance at the 
Manchester Business School, in financial policy at the IMF, and in international capital 
markets in Sweden. In 1986-87 he served on the Council of African Advisors to the World 
Bank. 
 A more important candidate ð also, perhaps, òlacking the requisite grasp of policy 
instruments,ó but clearly well-positioned in this small group of emergent financial elites ð 
was Leonard Tsumba. Tsumba was an assistant vice president at Citibank during the 
1970s and served as a consultant to the UNCTAD study Zimbabwe: Towards a New Order. 
Returning to Zimbabwe to become general manager of the Reserve Bank in 1981, he was 
elevated to the position of deputy governor in 1986. Tsumba later became chief executive 
of the majority government -owned Zimbank, where he raised his voice to demand 
liberalisation of financial markets, access to world  futures markets, and the freedom to 
develop new financial products and services (FG, 27/7/91).  
 During the period Tsumba led Zimbank, his staff showed no great propensity to 
work in partnership with blacks in industry and commerce. The allegations of the bankõs 
racism were noted above. Just as disturbing, Tsumba himself allegedly fired a middle 

                     

86. The fragility of the emergent financial elites under conditions of an emerging financial crisis is witnessed 
in the threatened collapse of Zimtrade in mid 1992, as the government provided only Z$3 million out of Z$4 
million pledged to the public -private promotional body. In addition to Sifelani (whose Lonrho support base 
was threatened by the 75% crash of Lonrhoõs share values in late 1991-mid 1992), another prominent 
Zimtrade official was former CZI chief economist Mike Humphrey, perhaps the Zimbabwean most 
responsible for promoting ESAP, and least capable at the time of acknowledging the risks to CZI member 
companies which eventually doomed many of them ( Africa South, May 1990). 
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manager who protested internal corruption prior to the public revelations concerning the 
Lorac scandal. Member of Parliament Mudariki attacked Tsumba in mid 1990:  òWhat 
does that person do when he is appointed to that top position? He snubs the President, he 
snubs the party, he snubs the heroic people of Zimbabwe and he creates new criminal 
friends who subsequently baptise him in the River Jordan of corruptionó (Hansard, 
30/8/90, 2081). 
 Nevertheless Tsumba was made governor of the Reserve Bank when Moyanaõs term 
ended in August 1993. Inheriting the highest real interest rates in the countryõs history 
and an economy suffering a deep crisis of effective demand, Tsumba kept the rates up at 
around 10% after inflation, earning flattering reviews from other financiers. After a year 
of such extreme policies, Barings Securities reminded Tsumba of his òmandate to 
maintain real interest rates and implement several reformsó and based on his ability to 
sustain the most severe monetarism in Zimbabweõs history thus far, named him òone of 
the best central bankers in sub-Saharan Africaó (FG, 20/10/94). Yet Tsumba also came 
under attack when he backtracked on liberalising foreign inves tment policy in early 1994, 
leading the usually pro -Reserve Bank commentator Eric Bloch to comment, òThis shows 
that the government makes announcements first and then thinks about them afterwards. 
It is time the government ensured that it put its brain in gear before putting its mouth in 
motionó (FG, 21/1/94).  
 Like Chidzero, Tsumba was not impressed with the colleagues he found around him, 
and once even blamed rising levels of foreign debt on his governmentõs negotiating 
teams: òIt is largely true that civil servants involved in loan negotiations have had little or 
no formal training in this crucial aspect of debt managementó (FG, 21/4/94).  
 Yet another financial bureaucrat of note was Xavier Kadhani, who earned his degrees 
from York and Sussex and was in all likelihood the only Zimbabwean economist ever to 
cite French Marxist Suzanne de Brunhoff in a published work (see Chapter Five). Kadhani 
then taught economics at the University of Zimbabwe before joining the Ministry of 
Finance as an economist. Then, as a fellow of the Economic Development Institute of the 
World Bank and the Institute of Directors, he was made managing director of the 
Zimbabwe Development Bank, and from there became managing director of a huge state-
owned firm concerned largely with pape r and packaging, Hunyani Holdings Ltd. By 
1992, Kadhani had built himself a Borrowdale mansion valued at Z$15 million, but he ran 
Hunyani into debt so far in excess of company assets that his merchant bank creditors 
began preparing emergency rescue plans. 
 Like Hunyani, Kadhani himself faced personal financial ruin, for he borrowed in 
order to finance the personal purchase of 4.6 million shares of the companyõs stock when 
it was priced at 160 cents per share. When the price fell to 35 cents in May 1992, Kadhani 
left Hunyani. Chidzero had mooted Kadhani for the post of senior secretary to the 
Finance Ministry, but withdrew the nomination in 1993 as the scandal mounted. Facing 
personal bankruptcy, Kadhaniõs house was auctioned at a sheriffõs sale (the mortgagor, 
CABS, was the only bidder, at Z$1.3 million, but was requested by the Sheriff of the High 
Court to raise the bid because it was òa bit on the low sideó). Kadhani was also forced to 
sell his restaurant in the elite Chisipite suburb, hence aborting an exemplary accumulation  
of capital for a former university teacher and civil servant ( FG, 14/5/92, 21/5/92; 5/8/93; 
8/12/94; 19/1/95). In retrospect, the route Kadhani followed may have seemed attractive 
but in fact proved dangerous:  from left -wing academic, to acceptance within the 
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community of international finance, to ineffectual local development banking, to crisis -
ridden corporate management and personal luxury consumption brought to a grinding 
halt by excessive indebtedness.87 
 Ultimately the largest black  financier was Joshua Nkomo, and not merely because of 
his political office and connections to Lonrho, BCCI and other high -flying (and sometimes 
nose-diving) corporations. Nkomo also chaired the Development Trust of Zimbabwe 
(DTZ), an enormous investment and holding company founded in June 1989 by Mugabe 
with trustees drawn from the highest ranks of ZANU. The DTZ promptly bought the 
countryõs biggest ranch (Nuanetsi) for just Z$15 million, which was said to be less than 
the value of its 26,000 cattle alone (the number of cattle had dwindled, by 1994, to 5,000, 
leading to a major police investigation). Often in conjunction with international investors, 
Nkomo began to embark upon projects in the Zambezi Valley (a tourist resort, tire factor 
and timber project which was subsequently canceled), growth point development in 
outlying towns, horticulture, coffee farming in the Vumba and the like ( Horizon, January 
1992). 
 In one 1994 deal featuring a no-competition bid, the DTZ and a Bulgarian 
construction firm won a Z$240 million toll bridge contract at the Beitbridge border with 
South Africa, to be owned and operated by the joint venture, which also received a 
government guarantee so as to raise financing, inexplicably, in the form of a Standard 
Chartered Bank pound sterling loan. Low -income residents of the Beitbridge area who 
were dependent upon nearby Messina, South Africa, for trading, medical and other 
services, were likely to be most detrimentally affected by the privatisation of the Limpopo 
River crossing and imposition of a US$6 crossing fee (FG, 26/5/94), and SAõs Transport 
Minister, Mac Maharaj, was also incensed that a non-toll alternative was not offered. But 
the DTZ also drew criticism for its ravenous and insensitive hunger for land acquisition 
and monopoly control of development in several other locales, including Bulawayo and 
Beitbridge, and actually lost Bulawayo land options when vociferous local public 
opposition emerged (FG, 22/4/93, 23/6/94).  
 The DTZ paralleled ZANUõs Zimbabwe Development Corporation, whose early 
1990s estimated annual turnover of Z$350 million was drawn from stakes in National 
Blankets Ltd (in partnership with Lonrho, and with US$6.5 million in credit from the 
World Bankõs private sector investment arm), the Treger Group, Zidco Motors, 
Woolworths and Catercraft ( Horizon, April 1992; FG, 18/8/94, 9/15/94). Other ZANU 
ministers and functionaries accumulated wealth through land meant for redistribution to 
peasants, as well as through state-supported commercial and industrial enterprise s, 
practicing what student leader Arthur Mutambara (1991, 139) termed òmonopolistic 
politics of domination, corruption and petty -bourgeois accumulation.ó There were other 
leading entrepreneurs ð including Mucheche of the IBDC and Chiyangwa of the AAG ð 
who contributed financially to ZANU, which, as Iden Wetherell remarked, òclearly 
locates indigenous business advocates within the ruling partyõs patronage networkó (FG, 

                     

87. Kadhani brought others down with him, notably ZANU liberation war veteran Crispen Mandizvidza, 
who faced bankruptcy when what was once a majority shareholding in Hunyani (and was later  a stake of 
28%, valued at $21 million in 1991) evaporated to a value of $2 million in 1993. This forced 11 of his 15 
companies into judicial management, and Mandizvidza claimed that in instructing him to retain the 28% 
share at a time the Industrial Development Corporation and Mass Media Trust were buying 60% of 
Hunyani, government was responsible for òmanipulation of his investmentó (FG, 24/3/94).  
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9/15/94).  
 Nevertheless, in a Zimbabwe increasingly oriented to Western bourgeois cultural  
norms, there remains a degree of social respect accorded to the black financial elite. 
Madanhire (1995, 4) argues incongruously that in contrast to other emergent 
businesspeople from both pre- and post-independence eras,88 black financiers had become 
the Zimbabweõs òtrue entrepreneursó by the early 1990s by virtue of having òworked for 
years in large conglomerates and in banksó and having succeeded òwithout the help of 
underhand deals or political connections. Most of them made their money on the money 
market, therefore their origins in the world of business are traceable. They took advantage 
of the liberalisation of the financial sector.ó Leaders of Kingdom Security (Nigel 
Chanakira), National Discount House (Never Mhlanga), Intermarket Discount House 
(Nick  Vingirai), National Merchant Bank (Julius Makoni), and Allied Capital Markets 
(Bigson Mpabanga) should, Madanhire suggests, òbe brought to the fore to take a 
leadership role in addressing the imbalances in the Zimbabwean economy.ó 
 The experiences of Finance Minister Chidzero should be instructive, for 
notwithstanding progressive social -democratic rhetoric to the contrary, his policies clearly 
led to a dramatic heightening of such imbalances. 
 
Bernard Chidzero 
 
Chidzero was not only Senior Minister for Fin ance, Economic Development and Planning 
until he formally stepped down due to ill -health in 1995, but was also recognised as a 
global political figure when he was voted runner -up in the race for the Secretary-
Generalship of the United Nations in 1991 (his influence waned once illness overtook him 
in 1993, and he became an economic advisor to Mugabe). A comprehensive profile is 
warranted in view of the near -complete lack of critical material about Chidzero to date. 89 
                     

88. Madanhireõs (1995, 4) list of the òfive generationsó of the black petty bourgeoisie is interesting. First came 
the tiny businesses dating to the 1950s, especially in the transport and hospitality sectors, with family 
empires emerging in the Machipasa, Mwaera, Zemura, Mpofu, Mverechena, Matambanadzo, Mundondo, 
Madondo, Mpepu, and Mucheche clans. òWhat is most admirable about them is that they worked for their 
wealth over decades. The amount of risk they were prepared to take, some investing their lifetime savings in 
areas where they could never dream of getting title deeds or other forms of security, is unimaginable.ó 
 Next came a generation of politically -connected businesspeople who, upon independence, followed 
the first rather too closely. According to Madanhire, òThere were more bus fleets and in a way it can be 
argued this new breed of transport operators destroyed the first generation and, come to think of it, 
themselves, for most of them packed up within ten years of being established.ó Leading lights included 
Chris Chigumba (an MP), and Sampson Paweni (caught for fraud during the transport of drought food 
relief). 
 A third, more sophisticated generation of younger entrepreneurs included Phillip Chiyangwa, Peter 
Pamire, Leo Mugabe, Enoch Kamushinda, and Moses Mlauzi. Access to guerrilla demobilisation money plus 
smuggling of ivory and emeralds in the early y ears gave way, Madanhire notes, to larger-scale scams 
involving Ericsson cellular telephones, pay -TV and an airport construction contract. A fourth generation, 
emblematised by the former Labour Minister and ZANU leader Frederick Shava, includes politicians  whose 
access to cars, buses, grain and other speculative commodities assured them a process for capital 
accumulation. The fifth generation is based on finance. 
89. There are, for example, no post-1960 citations of Chidzero in Turmoil and Tenacity (notwiths tanding 
Mugabeõs hint). And in the three major leftist studies ð Mandazaõs Zimbabwe: Political Economy of Transition 
1980-86; Stonemanõs 1988 collection Zimbabweõs Prospects; and the 1989 Stoneman/Cliffe book Zimbabwe ð 
Chidzero is barely mentioned. Moreover, he gets cursory, superficial treatment in Herbstõs State Politics in 
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Such omission is puzzling. While it is imp ortant not to bend the stick too far the other 
way by focusing excessive attention on a single personality, it is, nevertheless, the lack of 
attention to the roles of key individuals, of ideology, and of systems of public 
administration, that most discredi ts structural analysis. Such attention is repaid many 
times over in this instance, for Chidzeroõs personal political background is of relevance to 
his role in shaping Zimbabweõs economy. Hence we must consider how he was 
outwardly, over time, a liberal, na tionalist, socialist, social democrat, and ultimately full -
blown capitalist.  
 Chidzero, after all, arose from the all-pervasive racial oppression of mid -twentieth 
century Rhodesia to become arguably the most influential black banker in history, and 
this reflects not merely a substantially mutating international social and economic 
environment. More importantly, as the wave of ascendant finance subtly altered class 
relations within the international economic system, we must consider why Chidzero was 
so well-placed within the Zimbabwe power structure to take advantage of the emergent 
order. 
 On the one hand, Chidzero adapted well to the milieu of high finance, but on the 
other hand, he was also tightly constrained by international forces, no more so than at the 
height of his own domestic influence when a politically -unpopular structural adjustment 
programme was implemented in the early 1990s. Indeed throughout the post -
independence era, the Finance Minister played a schizophrenic game, generally arguing 
for rat ional market processes within a state-party nexus that was for many years geared 
to personal and clientelist accumulation while parroting òMarxism-Leninism.ó It will be 
clear in Chapters Eleven and Twelve that the international constraints were ultimately 
determinant.  
 But if the question is whether there was òspaceó available in the national political 
economy for a different economic programme, the answer is relatively straightforward:  
there was. As noted in the previous chapter a far more transformatory economic 
programme could have been embarked upon, centred on expansion of basic needs-related 
industries. In contrast, Chidzeroõs chosen trajectory exacerbated the underlying processes 
of ascendant financial power and vulnerability. Indeed the broad mandate  of 
international finance was adopted as official policy largely because of the promotional 
role played by Finance Minister Chidzero.  
 His mother was Shona, his Malawian father a farmworker then a shop assistant, 
though able, finally in the 1950s, to set up his own storehouse.90 After Bernard, six more 
children were reared. During Chidzeroõs childhood, especially in the late 1940s, popular 
opposition largely emanated from working class struggles in mines and industry 
(Sibanda, 1989). Young Chidzero was fortunate, both because he was befriended by an 
early nationalist leader, Abraham Chirimuta, and because he managed to attain a slightly 
delayed but nonetheless illustrious education. Following a stint at a primary school in the 
Seke reserve, Chidzero gained a place at the well-known Kutama Marist mission in 
Mashonaland West, served as the drummer in a band led by fellow-student Mugabe, and 
there was converted to Roman Catholicism. He studied through standard six at Kutama, 

                                                                               

Zimbabwe, and perhaps most surprisingly, no reference (aside from supplying a single statistic) in Weissõ 
Zimbabwe: The New Elite. Critical journalistic profiles of Chidzero are also non-existent. 
90. Biographical notes from Zimbabwe News, November 1988; Mitchell (1980); and Chidzeroõs modest 1990 
Curriculum Vitae. 
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and in 1945 at the age of 18, transferred to Marianhill College in Natal, where he 
matriculated first class four years later, renowned in black education as the premier 
debater in South Africa. 
 From 1950-52 Chidzero earned his undergraduate degree in psychology (with 
distinction) from Pius XI I University College, now the National University of Lesotho. A 
Canadian family provided initial assistance for his post -graduate education, first at 
Ottawa University (MA cum laude in political science) and then McGill, which conferred 
on the hard-working  student a doctorate in political science in 1958. His thesis on The 
Influence of International Trusteeship on Tanganyika was published by Oxford University 
Press in 1961, Chidzero having spent two intervening years at Nuffield College, Oxford. 
Post-doctoral research at Oxford focused on politics, economics, and labour relations in 
the Central African Federation. But Chidzeroõs first book, in 1957, was a lighthearted 
Shona novel which, as one of just fifty novels in the vernacular, was used widely in 
schools. 
 Nzvengamutsvairo (òBroom-Dodgeró) offers substantial insights into Chidzeroõs early 
thinking, for its main theme illuminates the authorõs own political calculations. The book 
is centred on the lives of three friends, Matigimu, Tikane and Samere, who reside in the 
Seke communal lands during the 1950s. Matigimu is an easily-influenced young peasant 
possessing little experience with white society, while Tikane, his mentor, has worked in 
the capital, Salisbury. Tikane has had brutal experiences with oppression at the hands of 
white bosses, and advocates anti-colonial struggle while enjoying working -class vices like 
petty gambling. Samere, a standard six student who speaks fluent English, is the novelõs 
protagonist, and urges: 
 
 It is our country together. Fo r us to fight with them with sticks, axes, spears 

and knives only, drunkards can say that... What surprised me, fellows, is 
that what you eat, what you put on, what gives you happiness, are all 
things of the white man... Whites are our blessers. It is true that they wrong 
us many times. Many of them think we are baboons with tails... We must 
show them that even though we are in darkness we are people who love the 
white, even if we are people of a black skin we are the sons of one father, we 
are children wit h soft hearts and kindness (Chidzero, 1957, 56-57).91 

 
While Tikane and Matigimu are initially determined to fight oppression, their mistaken 
ways are shown in the course of fruitless attempts to win girlfriends (Samere, in contrast, 
has no problem finding a mate). The desired girls are òbroom-dodgers,ó in that they 
neither want to work for the white man nor go to school; instead they need men to 
support them. This presents a problem for the two, until Samere quits school to work for a 
farmer as a òbaasboyó and soon influences his boss to hire the others. At that point Tikane 
and Matigimu acquire their girlfriends, and the story ends with the three couples gazing 
romantically at the moon on Christmas evening. Samereõs political viewpoint is thus 
vindicated; h e occupies a position between the black farm labourers and the boss; his 
salary is much higher; his smoothness and education place him in a position of being able 
to make decisions on behalf of the farmer. Nzvengamutsvairo is a telling piece of fiction, 

                     

91. Translation by T. Biti.  
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and it is little wonder the book was used by the colonial government as part of the general 
barrage of propaganda aimed at demobilising nationalist inclinations. 92 
 Two years after its publication, in 1959, the Ford Foundation helped Chidzero return 
to Salisbury. He was even offered a teaching job at the young University of Rhodesia and 
Nyasaland. But a year earlier Chidzero had married a white French-Canadian, and as a 
result of such forbidden racial mixing the job offer was withdrawn. Chidzero lost little 
time in reconnecting with the nationalists. He joined the new National Democratic Party 
in 1960,93 arguing (in the African Daily News, 8/8/59) that the black middle class must 
òrealise that it has a vital role to play in the destiny of the Africans ð it is the spearhead 
and the tool of the masses, and must never lose sight of the fact.ó Along with nationalist 
figures like Nkomo, Takawira, Silundika and Dumbutshena, he succeeded in convincing 
the British government to retain power over Southern Rhodesia as constitutional 
evolution was underway in the early 1960s (Bhebe, 1989). But Chidzero soon left the 
struggle, taking up employment with the United Nations in Addis Ababa in 1960 as 
Economic Affairs Officer. From 1963-68 he served in Kenya as the UN Technical 
Assistance Board representative and then as UN Development Programme resident 
representative. 
 Chidzeroõs formative years, hence, saw him emerge quickly and convincingly from 
an environment of racial repression and ambitious petty -bourgeois circumstances. Shaped 
by the rigours of Catholic missionary education, an education in political science, and 
contacts at two of the worldõs elite universities, he ultimately secured an esteemed post 
within the upper levels of the rapidly -growing international civil servic e. The coterie of 
international financial and development bureaucrats Chidzero joined in the 1960s would 
soon begin to shape the Third World in fundamental ways, replacing other spent forces 
such as colonialism, superpower interventions, and sundry superpo wer client dictators.  
 He achieved the directorship of the Commodities Division of the UN Conference on 
Trade and Development (UNCTAD) in 1968 and then in 1976 the position of UNCTAD 
Deputy Secretary-General. Also that year Chidzero was economic advisor to both the 
liberation movement and Bishop Muzorewaõs ANC team at the ill-fated Geneva 
conference,94 and subsequently, through UNCTAD, chaired the group that produced the 
voluminous study Economic and Social Survey of Zimbabwe: Towards a New Order.95 The 
UNCTA D study was published in 1980, just as the war of liberation was won, in the 
context of intense òMarxist-Leninistó triumphalism and, specifically, a variety of radical 
restructuring initiatives mooted by ZANUõs Zimbabwe News. In contrast, according to 
Stoneman and Cliffe (1989, 42), Towards a New Order òwas very cautious, analysing 
existing inequities and arguing for their reduction, but almost entirely in a spirit of reform 
rather than structural transformation.ó Chidzeroõs own research work during his last 
years of exile dealt mainly with education and labour skills, and did not have even as 
much bite as the UNCTAD study (Chidzero, 1979; Chidzero and Moyana, 1979). 

                     

92. In 1992, Nzvengamutsvairo became required material for A -Level Shona examinations. 
93. Accordi ng to Shamuyarira (1960, 10), this was a coup for the nationalists in that along with Herbert 
Chitepo and Rev. Ndabaningi Sithole, the presence of the new òeggheadsó would òbe tremendously 
reassuring to those Europeans and Indians who fear for their future  and their property.ó 
94. According to Mitchell (1980), the conference ended before his services could be utilised by either side. 
95. Among the contributors were noted Marxist intellectuals such as Duncan Clarke, Lawrence Harris, 
Tonderai Makoni, Ibbo Manda za, Dan Ndlela, Martyn Ngwenya, David Sanders, and Colin Stoneman.  
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 Back home at last in independent Zimbabwe, Chidzero was promptly named 
Minister of Economic  Planning and Development, to which was added the Finance 
portfolio in 1982, and in 1988 he was made a Senior Minister. For a time, Chidzero was 
effectively the fourth leading official in government, after Mugabe, Nkomo and vice 
president Simon Muzenda. Mo reover, Chidzero also continued to play an extraordinary 
role in the international development industry. 96 Among global elites, he was often 
considered the voice of reason in the Zimbabwe government, a view codified by political 
scientists Ronald Libby (1987) and Jeffrey Herbst (1990) in their differentiation between 
ZANUõs òtechnocratsó and òpopulists.ó In Chapters Eleven and Twelve, the international 
implications of Chidzeroõs technocratic approach are spelled out.97 
 But what of Chidzeroõs domestic politics? As Trevor Ncube (1995, 4) put it, òHe was 
seen as a political outsider. He lacked the political authority to rally his cabinet colleagues 
around his ôvision thing.õ He was without the political clout that would whip dissident 
civil servants into line.ó His role as a Zimbabwean politician was not easy, Herbst (1990, 

                     

96. Chidzero served on the boards of the Dag Hammarskjold Foundation from 1972 and the North -South 
Roundtable from 1980, and accepted any number of other appointments during the 1980s, including 
membership on: 
Å the UN-sponsored World Commission on Environment and Development, chaired by the Norwegian 
prime minister Gro Harlem;  
Å The Commonwealth Consultative Group on International Economic Issues, also known as the 
Commonwealth Group of Eigh t; 
Å the Independent Group on Financial Flows, chaired by Helmut Schmidt and oriented to increasing loans to 
the Third World;  
Å the Rome-based Society for International Development, an international meeting of which he hosted in 
1988 and whose Zimbabwe chapter he chaired since 1982; 
Å the board of the United Nations Universityõs World Institute for Development Economics and Research; 
Å the editorial board of the prestigious Journal of Modern African Studies; 
Å the advisory group of the UN Committee for Development Planning; and, most importantly,  
Å the Development Committee of the International Monetary Fund (IMF) and World Bank, which he chaired 
during the second half of the 1980s. 
In 1985 Chidzero led a major South-South conference in Harare, sponsored by Aga Khanõs Third World 
Foundation, which Chidzero served as board member since 1979. The Third World Foundation was a prime 
vehicle for BCCI influence-peddling, according to the US Senate Foreign Relations Committee (1992) report: 
òBCCI would make a form of payments to high ranking officials through one of its Foundations, which 
would create an annual ôprize,õ and bestow it upon a person either whom BCCI wished to influence, or 
whose receipt the prize would provide BCCI needed legitimacy.ó The Third World Foundationõs US$100,000 
annual prize was given to leading figures from whom BCCI was attempting to gain favours. The 1988 prize, 
won by Brundtland, was presented by Mugabe.  
 In 1987, Chidzero was briefly drawn back to UNCTAD, as chair of the seventh session of that UN 
division. And Chidzero chaired both the ineffectual eastern and southern African òPreferential Trade Areaó 
(PTA) Trade and Development Bank in the mid 1980s and the Board of Governors of the African 
Development Bank and African Development Fund  from 1986. His c.v. grew longer and longer, and by 1986 
Euromoney magazine had named him a òBanker of the Year,ó and in 1991, the runner-up òFinance Minister 
of the Year.ó 
97. Technocratically, Chidzeroõs skill as a manager of a key bureaucracy was also subject to debate. For 
example, for at least three years beginning in 1990, Chidzero failed to appoint a board to run the holding 
company of the Zimbabwe Development Bank (which falls under the Finance Ministry), leading to lack of 
oversight and to two executives eventually being fired for fraud ( FG, 5/8/93). And he also appointed the 
discredited Xavier Kadhani to be his senior secretary at the Finance Ministry in 1993, although this was 
withdrawn ( FG, 28/10/93).  
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128) argues, because òhe did not fight in the war and, therefore, had little standing on 
ideological issues.ó In reality, Chidzeroõs problem was not ideological flexibility. What is 
just as interesting is that as a function of playing both sides of a complex, fluid ideological 
game, Chidzero failed to sustain a solid national-capitalist support base within 
Zimbabwe.98 This is worth some detailed consideration. Even while the comprador class, in 
Mugabeõs words, òchampions the causeó of national private capital, Chidzero was 
outwardly ambiguous towards many white businesspeople, and it is revealing to 
understand why.  
 Chidzero was particularly disturbed by slave -like conditions experienced by 
commercial farmworkers, and told the Commercial Farmers Union ð which represents 
most of the white farmers ð how òhorrified he was to revisit a farm he had seen in his 
childhood only to find that absolutely nothing had been done to improve conditionsó 
(Herald, 2/8/85, 24/7/88). It is thus ironic that the commercial farmers, on the other hand, 
respected Chidzero as if he were one of their own. òI reckon heõs a good bloke,ó said top 
agricultural estate agent Pip Hutchinson. òHeõs a clever boy. For the rest of them they 
donõt thinkó (interview, January 1991). This mainly reflected the farm fraternityõs 
confidence that Chidzeroõs Finance Ministry recognised the importance of tobacco and 
other export cash crops to the countryõs balance of trade. So although Chidzero might 
occasionally have used the white farmers as whipping -boys (as most of Zimbabweõs 
nationalist politicians are wont to do), and even to their faces, he would at other times 
reward their self -interested loyalty by welcoming them into òthe spirit of oneness and 
national unity growing somewhat imperceptibly, but steadily in this countryó (Herald, 
31/5/83).  
 Aside from the white farmers, major industrialists also occasionally drew Chidzeroõs 
wrath, especially when they crossed him in public over legitimate c oncerns such as delays 
in long -anticipated ministry policies or plain old government corruption. Chidzero even 
criticized the lack of patriotism of white industrialists generally ( Herald, 28/4/87). Indeed 
his analysis of Zimbabweõs debilitating investment crisis was pointed: òIt is rather 
unfortunate that within the private sector, there exists a tendency to interpret general 
government policy in ways that engender uncertainty and therefore, inhibit investment 
expansionó (Herald, 10/8/83). In other words, f or Chidzero it was the non -patriotic 
psychology of the ruling economic elites, not the fact that the economy was in a long-term 
overaccumulation crisis or that the stock market and real estate provided Zimbabweõs 
investors with much higher rates of return,  that was at the core of the problem. 
 Surprisingly, perhaps, the bulk of Chidzeroõs public enmity was reserved for local 
bankers. He berated them, at various points, for having lily -white senior management, for 
their failure to support black businesses, and for their hesitancy to penetrate rural areas 
(Herald, 25/1/86, 10/12/87, 5/17/90; Maliyami, 1990b). òThe present situation where 
little credit is going towards rural area development is even more disturbing, even 
scandalous, when one considers that more than 80% of our population live in the rural 
areas and especially the communal areas, and that with the success of our agricultural 
policies, increased savings are now coming from communal farmers,ó he told the Institute 

                     

98. As one reflection, Raftopoulos (1991, 14) recounts òa meeting between the President, senior economic 
ministers and an emerging businessmenõs association, the Senior Minister of Finance, Economic Planning 
and Development responded to the continuous criticisms of emerging businessmen by stating that ôWe were 
not trying to create a petty bourgeoisie in this country!õò 
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of Bankers, threateningly, in 1990. òWe have one economy to expand and develop 
without being shackled by considerations of race or colour. I could say more but let this 
sufficeó (FG, 3/7/90). Chidzero even called on national television for an investigation of 
bank discrimination (but never  carried through with it) ( Herald, 12/6/89). Yet at the same 
time, the institutional independence, policy -making clout and ownership relations that 
bankers came to expect in doing business with the government remained intact. Most 
importantly, with respect  to the Reserve Bank, Chidzero insisted to parliament that òwe 
must maintain its probity and keep it free of political interferenceó (Herald, 21/10/83).  
 This sort of approach allowed Chidzero to situate himself in the middle on thorny 
problems and to fit in well to the hegemonic ideology, even when it differed radically 
from his own. 99 As a result, to conclude this brief biography, we must carefully consider 
the ideology that motivated Chidzero and that permitted him latitude in applying and 
even defending repressive economic policies in the midst of òMarxist-Leninistó political 
party rhetoric, 100 for it is complex and contradictory. Indeed it would be a mistake to look 
back on Chidzero as a mere puppet of the World Bank and IMF, or as simply functional 
and reactive to the requirements of international capital. Chidzero explained his approach 
in 1982: òWe are aiming at a society with more socialised forms of production and 
distribution. At the same time we wish to encourage individual enterprise. Let us have a 
dialectical [sic] process ð and we will see who wins in the endó (Herald, 18/2/82). 
Capitalism writ large was, in both Chidzeroõs oration and his official economic policy 
statements, an abstract and essentially flexible historically phenomenon. Zimbabwe had 
to live with capitalism, yet capitalism could be, nevertheless, simultaneously and 
unproblematically òtransformed.ó This reflects Chidzeroõs uneasy relationship with 
òMarxism-Leninism.ó  
 However, the legacy of Rhodesian capitalism was so appalling for the majority of 
Zimbabweans that appropriation of the term socialism seemed to, at least initially, come 
easy for Chidzero: 
 
 We are anxious that the economy should continue to grow, and grow more 

rapidly. We are a socialist government, but we are a socialist government 
which stands very firmly on terra firma, solid ground. Our motto, if we have 
any in the economic field, will be ògrowth with equityó ð in other words it is  
not just equity, not just distribution, not just sharing of a diminishing cake, 
it has to be sharing based upon a growing or a constantly enlargening cake 
(cited in Goldring, 1980). 

 
Hence Chidzero spent the 1980s nurturing an unlikely yet truly organic Zimbabwean 
marriage of òsimple pragmatismó (ie, bowing to economic laws imposed by settler and 
international capital) and idealist òsocialismó (the latter reflecting the memory ð and 

                     

99. Moore (1991) argues that ð contrary to Sylvesterõs (1990) interpretations of òsimultaneous revolutionsó ð 
òZimbabweõs recent political history was indeed constituted by a single, albeit contradictory, successful 
revolution:  that of the rise of a new group of intellectuals to power and the construction of their own form of 
hegemony within the strictures of the international and domestic socio -economic status-quo.ó 
100. To the relief of a great many Zimbabweans of all ideological stripes, Mugabe in 1991 finally opened to 
question whether the official philosophy of state and ruling party should remain òMarxist-Leninistó (FG, 
22/3/91).  
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continual need to refer to such memory ð of a time when ZANU really did stand for the 
aspirations of the masses, and against Rhodesian capitalism and imperialism), the 
offspring of which might be termed populist developmentalism. Such populist ideology 
can often be progressive: if òself-reliantó development is taken seriously; if use-values for 
poor and working people are actually produced with labour -intensive, ecologically-
sensitive technology; and if the organisational empowerment of dominated classes and 
social forces is achieved. However, in Zimbabweõs case it is a fundamentally right-wing 
ideology of artificial nationalist unity, used to smash political ene mies (ZAPU prior to 
1988, and subsequently other opposition parties), workers, the homeless and students. 
 An example of the contradictions engendered in the marriage of pragmatism with 
socialist rhetoric that proved important during the 1980s, was multina tional corporate 
investment. On the one hand Chidzero (under the influence of the traditional ZANU 
critique of imperialism) would claim that Zimbabwe didnõt need an investment code 
because of constitutional guarantees and òundoubted good intentions and policies about 
security of investment and propertyó (Herald, 25/8/83). Moreover, òIf the African history 
is anything to go by, the record has been disappointing with regard to the flow of 
investment capital even to those countries which have adopted legally -binding national 
investment codes or signed bilateral investment agreementsó (Herald, 13/6/85).  
 On the other, Chidzeroõs late 1980s statements bubbled with pride at signing one 
investment code after the other (eg, MIGA, OPIC and other bilateral agreements). Sibanda 
(1988, 270) traces much of the contradictory rhetoric to a particular class project: òIn 
seeking to pose the issue of a stronger economic base for itself, the ruling petty 
bourgeoisie has made public its dissatisfaction with domination by foreign  and settler 
capital in the field of the economy. It has been constrained by the constitutional 
provisions not to attack settler capital domination.ó 
 And so even Chidzero turned occasionally to outright attacks on his own ultimate 
benefactor, international capital (Herald, 29/5/84, 20/9/84, 14/6/85, 3/8/85, 7/9/85). 
Again, Sibanda (1988, 271) explains: 
 
 In a move that surprised most Zimbabweans, at the height of the 1985 election 

campaign, Chidzero complained that òfar too much of our economy is still 
in foreign handsó... I argue that in order to understand the petty-bourgeois 
blocõs articulation of this anti-imperialist discourse, one must understand 
the fundamental relationship between the instances of the social formation... 
Expressed more concretely, the petty bourgeoisie cannot say: òWe detest 
domination by imperialism in our political field,ó while keeping a complete 
silence over the glaring fact of domination in the economic field. 
Furthermore, where òsocialismó is proclaimed without seeming to produce 
any meaningful and sustained improvements in the lives of the would -be 
beneficiaries, a scapegoat must be found. In our context, once the litany of 
the òworld recessionó and the òdroughtó became exhausted, the focus 
seemed to turn to a guarded anti-imperialism in the economic field.  

 
This flexibility is consistent with the objective conditions Chidzero himself experienced as 
a product of a dual background ð locally, of a stunted petty bourgeoisie (1927-early 1960s) 
and internationally, of an ascendant new-class of technocrats based in multilateral 
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financing and development agencies (1960s through 1970s). 
 Locally, consider Chidzero as politician. In a country in which political speeches are 
considered mandatory print for the slavish official media, the Herald made just two 
references during the entire decade of the 1980s to Chidzeroõs role as parliamentary 
representative for central Harare. On one occasion, he delivered pre-election speeches to 
local police and to citizens gathered in a central shopping centre in June 1985. To the 
latter, reported the Herald, òHe appealed to Harare voters to vote for ZANU(PF) to show 
that ôHarare is a one-party state.õò Chidzero went on to slam dissidents òbeing sent by 
leaders of minority parties who want to rule this coun tryó ð a very serious charge that 
referred to rival ZAPU leaders. ZAPU had by that time, however, made clear its 
opposition to the so-called òsuper-ZAPUó dissident movement in Matabeleland, which 
just a couple of years earlier had provoked ZANU massacres of thousands of innocent 
Ndebele people. Chidzeroõs indelicate use of this as an electioneering scare tactic fed the 
general flame of ZANU intolerance which soon developed into an inferno of harassment, 
detentions and bannings, and hastened the de facto formation of a one-party state, a 
situation which, ironically, Chidzero won praise from liberal and international quarters in 
mid 1990 for firmly opposing.  
 On other occasions, though, Chidzero appeared uninterested in improving his local 
profile. Addressing the ever sensitive issue of wage-setting in 1987, for example, his 
growing power allowed him to overrule his colleagues with ease. As one commentator 
put it, òSignificantly, the decision to freeze wages, despite the fact that an informal 
agreement to raise wages by 10% had already been made, was announced by Minister 
Chidzero, without EMCOZ, the ZNFU, or (apparently) Minister Shava being informed in 
advanceó (cited in Herbst, 1990, 214). Chidzero was sometimes viewed as operating 
without much regard for pro cedure, and amongst business leaders his haughty attitude 
was well known. He was once confronted by ZANU party leaders at a Gweru meeting, 
following a two and a half hour defence of his controversial structural adjustment 
policies: 
 
 In an emotionally char ged voice, Gweru businessman Enias Mabodza, 

speaking in Shona, set the ball rolling. He started by saying he was 
convinced Ministers Chidzero and Kumbirai Kangai lied to party members 
when they issued policy statements on governmentõs incentives on the 
encouragement of new investments, especially by indigenous 
businessmen... 

  Speaker upon speaker fired hard words at Chidzero and other chefs for 
neglecting the blacks despite a majority rule government. Some of the 
delegates even went to the extent of telling Chidzero that because of the 
failures of policy makers, they, the party leadership, had no explanations to 
give to the povo who now say Ian Smith was better than the ZANU 
government. 

  In reply, a visibly angry Chidzero said first he wanted it known that  he was 
not a mere politician who issued empty statements òto beg for your votes. I 
am a professional. Where I was before I came here after independence, I 
was being paid five times what I am getting now, so donõt take me for 
grantedó (Moto, May-June 1992). 
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Chidzeroõs ideology, in sum, was laden with convenience, eclecticism and contradiction. 
It was invoked with arrogance at times, even against some of the most important local 
forces (eg, financial and farming capital, organised labour and even the black petty 
bourgeoisie on occasion). But notwithstanding the high degree of respect he gained in 
international financial circles, his ideological flexibility was not sufficient to gain the 
Secretary-General position of the UN (he came in a close second to Boutros Boutros-Ghali 
of Egypt in the October 1991 vote).101 Ultimately, even if it was based on some of the more 
contingent, irrational aspects of Zimbabwean politics, Chidzeroõs ideology served the 
structural interests of finance ð international and domestic ð much more than it 
empowered ordinary Zimbabweans.  
 
Conclusion: Finance and class formation 
  
ZANU ideologuesõ visions of an anti-imperialist alliance of peasants, workers, the black 
petty bourgeoisie and even a national patriotic bourgeoisie, never materia lised. The 
potential glue of the mythical coalition was a petty bourgeoisie which theoretically could 
have demanded state support for a new trajectory of socially-oriented accumulation 
based on regionally-decentralised, labour-intensive production of low -cost basic goods. 
This might have been part of a broader programme of progressive transformation, which 
would have blended vastly increased state subsidies with funds from overaccumulated 
financial markets, aimed at a revolutionary upheaval of the wide vari ety of barriers to 
progress (through more opportunities for petty -bourgeois accumulation, peasant access 
to land, mass housing construction, gainful employment in public works projects, etc.). If 
power relations had been different, if the Patriotic Front h ad conclusively won the war, if 
the cadres had been better developed, if working-class organisations had put self-
emancipation firmly on the agenda, and if freedom to carry out transformation existed 
with respect to international finance and regional geopo litics, the role of the black petty 
bourgeoisie might have had an entirely different tenor.  
 But Zimbabweõs petty bourgeoisie met racism and old boy networks in the corridors 
of finance on the one hand, and on the other hand monopoly-controlled productive 
circuits of the stagnant economy which offered few opportunities for accumulation. In 
this context, a select group within the petty bourgeoisie saw an obvious means of 
prospering through state -related clientelism and even corruption. The most lucrative 
terrain soon appeared to be within the financial circuit of capital. Although some 
indigenous financial enterprises and entrepreneurs foundered, the bulk of evidence of 
Zimbabweõs emergent financial elite suggests that this small clique became extremely 
power ful, in part through the symbols and imagery of nationalism, but in a manner 
which led, ultimately, to only minor changes in the status quo. Indeed the climb up the 

                     

101. Chidzero explained his defeat to Southern Africa Political and Economic Monthly (Dec/Jan 1991/1992): 
I would be naive to think that everybody was applying objective criteria. There must have been a lot of arm -
twisting in the end, horse -trading; not to mention pressure which must have made some of our colleagues 
change their minds... I believe that in the post-Cold War era, the industrialised countries would like to 
control the United Nations in a more subtle manner than through the veto in the Security Council.  
This was one of the few occasions in which a well-placed government official publicly revealed perceptions 
of outside pressure and international geopolitical interests.  



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  
  
 

 

 
 

 165 

financial -comprador career ladder depended precisely upon the intensification of that 
status quo. 
 The accomplishments of the emergent financial elite put to shame the experience of 
the early 1960s, when the failure of the friendly societies resulted in the loss of many 
individualsõ life savings. But the harm to Zimbabwe by the contemporary group of 
financiers is far deeper and longer-lasting. Viewing similar developments elsewhere in 
the Third World, Clive Thomas (1989, 335) held out no hope that a strategy of industrial 
development and commercial reform would ever appeal to the likes of the eme rgent 
financial elites: 
 
 The emerging capitalists in the periphery are, as a social class, underdeveloped 

in comparison to their counterpart in the centre. In spite of the emergence of 
some òvibrantó business elites and the increasing sophistication of some 
state classes, I believe that at this stage peripheral capitalists are incapable of 
seeing their class project in terms of the need for historic reforms. To most of 
these ruling groups, reform is anathema. Also, the capitalist classes in the 
periphery g enerally rely on the exploitation of economic rents through 
strategic control of assets instead of pushing a constant revolution in 
productive techniques.  

 
This fits Zimbabweõs emergent financial elites. Indeed it is as if Franz Fanon had 
Zimbabwe in mind,  when he proclaimed, long ago, 
 
 In its beginnings, the national bourgeoisie of the colonial country identifies 

itself with the decadence of the bourgeoisie of the West. We need not think 
that it is jumping ahead; it is in fact beginning at the end. It is already senile 
before it has come to know the petulance, the fearlessness, or the will to 
succeed of youth (cited in Loney, 1975, 16). 

 
Beginning at the end, for those like Chidzero at the Finance Ministry or Tsumba in 
Zimbank and the Reserve Bank, was not merely a matter of compradorism. It also reflected 
the ineffectual nature of institutional forms of state regulation (including ownership in 
Zimbank and BCCI). It reflected, as well, the persistence of bank biases which caused so 
many black Zimbabweans to suffer in the post-independence period. More worrying still, 
all of these appear to be inextricably linked phenomena. As a result, the class project of 
the emergent financial elites was consistent with both continued broad -based racial 
discrimination agai nst the petty bourgeoisie and ineffectual state interventions. What will 
be addressed in next three chapters is the impact of this warped institutional framework 
on the processes of speculative financial expansion and uneven urban and rural 
geographical development.  
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 CHAPTER EIGHT  
 
 THE FORTUNES  
 OF SPECULATORS 
 
 
 
 
 
Introduction  
 
The average Zimbabwe Stock Exchange (ZSE) share bought at the beginning of 
September 1991 crashed in value by an extraordinary 65% within the next nine months. 
Prime real estate bought a couple of months earlier crashed by 45%. The losses are far 
greater when roaring inflation, which reached nearly 50% in 1992, is taken into account. 
Many billions of Zimbabwe dollars ð paper investments, but nevertheless representing 
the life savings of many hundreds of thousands of people ð essentially went up in flames. 
Why? Who won and who lost? And what do the fortunes of speculators have to tell us 
about uneven development in Zimbabwe?  
 Speculation ð particularly in stock market shares ð is an intrinsic feature of capitalism, 
according to Rudolf Hilferding (1981, 134): òThe specific activity of the stock exchange is 
really speculation. At first sight, speculation looks like any other purchase and sale. What 
is purchased, however, is not commodities but titles to interest.ó In that sense, plenty of 
real estate also qualifies as purely speculative, since it is not necessarily the price of the 
commodity ð the rental income ð that determines the return on investment, but instead 
the appreciation of the property itself.  
 Since speculation is therefore not necessarily linked to real production, the gamble 
tends to be a zero-sum game. For Hilferding (1981, 138) this appeared as a moral and 
distributional challenge, for  
 
 The great public which simply f ollows the lead of the big speculators, and 

continues in the same course after the latter have already pulled out with 
the gains they have made ð these naive people who believe the moment has 
now come for them to share in the fruits of prosperity ð are the ones who 
have to bear the losses, and to pay the balances arising with every turn in 
the business cycle or in the mood of the stock exchange, which are pocketed 
by the speculators as the reward for their òproductive activity.ó 

 
Raising distributional ques tions (for instance, concerning the exposure of worker pension 
funds to share price volatility) is one of several ways to understand the dynamics of 
speculation. But in addition, speculation is just as interesting a phenomenon for what it 
reveals about the course of uneven sectoral and spatial development, particularly during 
periods of overaccumulation crisis when financial turbulence becomes particularly vivid 
and potentially devastating. Indeed Henryk Grossmannõs (1992, 200) theory of The Law of 
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Accumulation and Breakdown of the Capitalist System pivots around the role of speculation in 
drawing funds from productive to financial circuits:  òWhen the overaccumulated capital 
of a certain industry finds no such scope for expanding into other industries define d by a 
lower degree of accumulation, funds are channelled into the New York money market, 
where they play a crucial role.ó Likewise, the impact of speculation upon geographical 
development is intimately related to the state of the property market:  how is the market 
organised and who is driving it, what is their access to finance, does the real estate host 
real productive activity that can be sustained over time, and so forth.  
 The important issue is, how, concretely, did delinking occur between claims to interest 
(stock market shares, as well as real estate) and real production in the Zimbabwe 
economy, notoriously protected as it was for so long against both international economic 
processes and market determinations of interest rates? The implications of this delinking 
were most evident in the period of the most decisive relinking between Zimbabwe and the 
world economy in mid and late 1991, as tariff barriers crashed, import restrictions 
crumbled and interest rates soared on the explicit instruction of the Wo rld Bank. Thus a 
seven-year burst of speculation ð unprecedented since the great Bulawayo stock market 
boom and bust more than nine decades earlier ð came to a fitful end.102 
 There was no predetermined path for capital to flow within Zimbabwe, as we 
observed from the lack of attractive speculative outlets during the late 1970s. The process 
must be examined, instead, with an eye to decisions taken by the major institutional 
investors, which in Zimbabwe commanded sufficient financial power to kick -start 
dormant markets by virtue of the institutionsõ need to displace centralised, 
overaccumulated capital. This chapter considers the two main channels for the emergence 
of speculative fevers in Zimbabwe, the reasons for their subsequent ebbing in 1991, and 
the basis for an erratic recovery under conditions of structural adjustment. The ZSE and 
commercial real estate are targets of this chapterõs inquiry, but other kinds of speculation 
ð foreign currency, luxury consumer durables, stockpiled goods and materials ð were also 
rampant until 1991 in spite of receiving official condemnation.  
 The regulation of speculation is also of great interest, given the small and generally 
clubby atmosphere of the Harare financial markets. Indeed there was ample warning of 
the dangers of letting the small crew of financiers pursue their own ends. As Chidzeroõs 
Finance Ministry observed as early as 1984, òAn increase in non-productive, speculative 
activity is [occurring simultaneous with] income transfers from the poorer to the well -to-
do classes.ó103 That warning signified a vigilance and official consciousness of what was 
to become, arguably, the single most important organic economic sensation in Zimbabwe 
during the subsequent eight years. Speculation ultimately captured billions of dolla rs 
which would have otherwise either escaped the country had there been no exchange 
controls, or alternatively which could have been rechannelled into productive investment 
                     

102. The subsequent upturn in share values, from mid 1993 to early 1994, was fragile and based to a large 
extent upon international specula tors, but does deserve some comment; the upturn in real estate is little 
more than could have been expected. 
103. Press Statement 203/84/RM, 29/3/84. It was not an easy time for Chidzero, who faced a foreign 
exchange shortage on top of an enormous drought- and South African destabilisation -related budget deficit. 
He used this new development to rationalise the imposition of harsh foreign exchange control measures both 
against multinational corporate profit remittances and against Zimbabweans dealing in overse as stock 
markets. However, such policies were anathema to the International Monetary Fund, which immediately 
severed a US$375 million line of credit to Zimbabwe. 
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had government transformed the nature of the economy as promised at independence in 
1980. Instead, the process of capital accumulation followed its own short-term profit -
oriented logic, and the result was a steady and untenable shift of funds into unproductive 
financial and property markets.  
 Notwithstanding Chidzeroõs 1984 warning and periodic Reserve Bank interest rate 
interventions, the stock market and commercial real estate actually received a de facto 
government blessing (for example, through access to foreign exchange for luxury office 
construction, and a blind regulatory eye to sh are scandals). Related, perhaps, was the fact 
that until the bursting of the speculative bubble, shares and property were also the prime 
indicators of skyrocketing wealth within Zimbabweõs ruling class ð including some of the 
emergent financial elite considered in the previous chapter ð in the midst of both 
increasing immiserisation of the citizenry and stagnation of the productive economy. The 
stock market drew in more funding and lost far more, ultimately, but speculation in real 
estate more fundamentally affected uneven geographical development (in a manner not 
dissimilar to that of the late 1950s, as shown in Chapter Four). As discussed in the next 
two chapters, there were also massive, inappropriate financial flows into other spaces and 
sectors (especially urban housing and rural agriculture) that could not contain them. 
However, it is to the stock market that we turn first.  
 
The Zimbabwe Stock Exchange 
 
In relative terms, we might consider stock market speculation to exist if a simple principle 
holds: increases in values of company shares vastly outstrip increases in the companyõs 
fixed capital stock and other assets which the shares are meant to represent (ie, assets 
which provide, in the near future, reasonable anticipations of increased profitability) . 
 Recall from Chapter Two that the countryõs first stock market, in mid 1890s 
Bulawayo, generated wild speculative surges in gold mining claims and land titles, but 
ended in financial chaos. Yet the market attracted foreign capital in amounts great enough 
to fund infrastructural development and ensure the arrival of Cecil Rhodesõ agrarian 
settler bourgeoisie. As the local economy became more balanced in the course of world 
depression and war, a need again arose to raise capital, not for speculative mining 
ventures, but for nascent manufacturing concerns. The Rhodesian Stock Exchange was 
founded in Bulawayo in 1946, and opened a Salisbury office in 1951. 
 A flurry of new financial institutions during the 1950s offered intense financing 
competition in the con text of what proved to be a short-lived boom. A serious case of 
financial overaccumulation emerged, especially in retail banking, as discussed in Chapter 
Three. In the early 1960s, as a full-fledged economic crisis set in, the new Rhodesian Front 
governmentõs control of the financial system tightened considerably (see Chapters Three 
and Five). The Unilateral Declaration of Independence in 1965 entailed further financial 
repression by the state. Notwithstanding GDP growth rates among the worldõs highest 
from  1966-74, new production was initially based mainly on existing unutilised capacity 
and generated little need for new capital issues. The unprecedented 1973-75 deluge of 
fixed capital investment was generally financed through retained earnings, and the sto ck 
marketõs performance was uneventful until just prior to independence. A brief but 
temporary rise in share values in the late 1970s, in the context of the devastating 1974-78 
economic collapse, testified to the increasing volume of floating speculative capital unsure 
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of what political change would bring.  
 At independence in 1980, the ZSE was not well-known to the nationalists, and was 
thus neglected in the òtransition to socialismó discourse. Whereas the prospect of 
nationalising the foreign -owned banks was raised (even by Chidzeroõs colleagues in the 
UN Conference on Trade and Development), the stock market was let off the hook. As 
Leonard Tsumba (1980, 399), ZANUõs Citibank-based financial advisor (later to become 
managing director of Zimbank and then go vernor of the Reserve Bank) put it in the 
UNCTAD study Zimbabwe: Towards a New Order, òAt Bulawayo [sic], the local stock 
exchange has become highly specialised ð and if some capitalist type development 
strategy should be retained during the transition per iod, or whatever ð the exchange 
could prove invaluable as a mobiliser of both savings and capital.ó 
 Reflecting the official bafflement with the stock market, at one point in 1981 the 
generally conservative Chidzero slandered the ZSE and then later apologised and 
withdrew his remark:  òI once referred to the Stock Exchange as the harlot of the economy 
because I believe in shock tactics and shock therapyó (Herald, 30/11/81, 29/4/82).  
 In fact there was good reason for Chidzeroõs suspicion. The dramatic decline in the 
ZSE industrial and mining indices between independence and late 1981 reflected, in the 
words of its president, Bill Burdett -Coutts, the supposed confirmation of the speculatorsõ 
worst fears: òIt does appear possible that the government is now following a more 
radically socialist policy than appeared likely 12 months ago, examples being the almost 
hostile attitude it adopts in numerous statements to any extension of foreign control of 
companies and also to multinational companiesó (Herald, 11/10/81) . More to the point, 
however, Burdett -Coutts later conceded that the real reasons for the 1981 decline were 
Chidzeroõs doubling of interest rates that year, which served to attract capital into other 
financial assets, and the worldwide recession, which led to declining mineral markets 
(Herald, 3/5/82).  
 Whatever the reasons, material or ideological, the sinking state of the productive 
economy continued to spark a withdrawal of funds from the ZSE by the large investors. 
Whereas about 70% of ZSE activity at independence was due to institutional investors, 
that figure had slipped to 10% by 1982 (Herald, 21/10/82). With falling share prices, 
companies searched elsewhere ð mainly at the banks ð for infusions of capital, rather than 
float new stock issues. Commercial banks were not ideal sources of funds, what with 
interest rates doubling from independence to late 1981. Immediately after independence, 
in the midst of the brief economic boom, the banks initially were extremely cautious about 
funding new fixed capita l in production. 104 By late 1981, however, corporate debt ratios 
for some leading local firms had risen to what were considered uncomfortable heights 
(Herald, 15/10/81). 105 By early 1983, Zimbankõs chief economist (Girdlestone, 1983, 8) 
disclosed òthe deteriorating cash flow positions experienced by many manufacturers,ó the 
result of a Z$60 million increase in net borrowing over a thirty month period.  
 Then the mini -investment wave tailed off, and the demand for external financing 

                     

104. Outstanding loans to the manufacturing sector reached their lowest level in three years in mid 1980 
(Z$67 million) notwithstanding an infusion into banks of record levels of checking accounts by 
manufacturers (Z$45 million at that point). The mining and distribution sectors also witnessed declines in 
bank lending immediately after independence, notwithstanding enormous increases in demand deposits.  
105. Some of the most indebted companies included major firms like TA Holdings (63% debt/capital ratio), 
the Art Corporation (49%) and Natfoods (46%). 
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waned. A World Bank (1989d, 17) study of the 50 companies listed on the ZSE during the 
1980s showed that whereas the companiesõ internal funds (retained earnings and 
depreciation) accounted for 41% of financing sources in 1981, in 1984 and 1985 they were 
well above double that ratio. 106 Notwithstanding a general rise of debt in the economy 
and the fact that effective costs of debt averaged negative 1.2% per year through the 
1980s, corporate borrowing (other than trade credits) actually declined.107 As the Bank 
(1989d, 17) reported, òFirm interviews confirm that external finance is little used for fixed 
investment and predominantly for the companiesõ operating requirements, including 
funds for working capital to pay for stocks and work in progress, financing trade debtors 
and for holding cash and other liquid assets.ó Even these tasks, however, were minimal. 
 Underlying the lack of corporate credit demand was the chronic condition of excess 
capacity, illustrated by high inventories ð reaching a level of 23% of total corporate assets 
in 1983 ð in relation to the inventory holdings of companies in other countries which by 
late 1983 were in a new upswing of the business cycle (Japan, 14%; US, 15%; Korea 18%). 
Also in Zimbabwean companiesõ financing favour were low effective corporate taxes 
(28% from 1980-87) and relatively high profit rates (22.6% after-tax return on local 
shareholdersõ equity, and 16% for foreign shareholdersõ equity).108 Thus Zimbabweõs 
companies initially had little need for liquid assets (which amounted to 2.5% of total 
assets in 1983, in comparison to 13% in Japan). 
 In considering corporate debt, however, it is important to distinguish between long - 
and short-term debt. Asl Demirguc -Kunt and Vojislav Maksimovic (1995, Appendix) 
show that during the entire period 1980 -91, Zimbabweõs ratio of private sector debt to 
GDP was the lowest amongst 30 countries surveyed, at 14%, far behind South Africa 
(72%) and debt-reliant Switzerland (301%). But although long -term corporate debt was 
extremely low, ZSE companiesõ short-term debt ð averaging 62% of total share equity 
book value during the 1980s ð was higher than that of listed companies in Brazil (42%), 
Mexico (44%), South Africa (52%), and even Canada (54%). This contributed to 
speculative impulses and short-termism, even if it did not n ecessarily harm profits, given 
that during the 1980s low (sometimes negative) real interest rates prevailed. 
 In many other parts of the world chronic overaccumulation in the productive circuits 
led to intensified overindebtedness, as falling corporate pro fits during the course of the 
stagnation encouraged borrowing for the purpose, largely, of purchasing other 
companies (Pollin, 1986; Bond, 1990, 155). Zimbabwe was different during most of the 
1980s, for a few reasons worth reviewing. 

                     

106. The data cited in this and the following paragra phs are drawn from the Bank report unless otherwise 
noted. 
107. In 1987 the debt/capital ratio for local corporations was 33% and for foreign corporations 17%. This 
permitted a decrease in the interest expenditure of corporations from 31% of total operating income in 1983 
to 15% in 1987, with an average of 19% from 1980-87. 
108. It was noted in the previous chapter that corporate profits declined during the 1980s, picking up again 
from 1987-91. Nevertheless, over the entire 1980-91 period, ZSE firmsõ profitability (pre -tax income as a 
percent of total assets) was fourth highest among major national economies, at 13% (after Turkey at 24%, 
South Africa at 21%, and India at 13%). Measured by dividend yield, ZSE firms also ranked in the top five 
internationally. Fin ally, ZSE firms enjoyed an extremely high òtax shieldó (measured as pre-tax earnings 
minus the ratio of corporate taxes paid to corporate tax rate, deflated by total assets, and excluding debt). At 
3.3%, Zimbabwe firmsõ tax shield was below only those of South Africa (6.6%) and Pakistan (5.5%) 
(Demirguc -Kunt and Maksimovic, 1995, Appendix).  
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 First, as noted, with practically no new fixed investment planned, there was little 
demand for credit for that purpose. Second, there was little need or incentive to maintain 
high levels of corporate liquidity since the financial system was powerfully equipped to 
handle simpl e monetary circulation functions and since the Zimbabwe dollar was 
undergoing a steady decline. Third, it was still relatively unprofitable in the early 1980s ð 
due to negative real interest rates and the weak property and share markets ð to purchase 
the limited range of liquid financial assets that were available in Zimbabwe. Fourth, the 
fact that most of the main private sector financial institutions were well -established, 
foreign-based and seemingly secure in their òcorset of controlsó (as Chidzero termed the 
government regulatory framework), meant there was little opportunity (in terms of 
market openings) for Zimbabwean corporations to become financial engineers as was 
happening elsewhere in the world.  
 Under these conditions, the ZSE faced both dwindlin g institutional investor interest 
and a declining market for raising corporate financing through share issues. The effect 
was devastating. By the end of 1983, ZSE market capitalisation had plummeted to Z$52.5 
million for industrial shares and Z$32.3 millio n for mining, as compared to Z$911 million 
and Z$249 million in 1980. One fifth of the listed companies paid no dividend and, 
according to Burdett -Coutts, òa number of companies are dependent on their banks for 
survival.ó But he added, optimistically, òRecently there have been indications of a more 
pragmatic approach being adopted by the government and for a readiness to understand 
the problems facing industry. I trust this trend will continue and be expandedó (Herald, 
29/12/83). And indeed within two and a  half years Burdett-Coutts could report, òdespite 
the rhetoric, the policies followed by our government have been mainly pragmaticó 
(Herald, 20/6/86). In the meantime, however, the market had bottomed out in 1984 when 
ZSE dealings in external shares were prohibited by government decree during the foreign 
exchange crunch. Although, according to press reports, òfinancial spokesmen do not 
believe that the ZSEõs demise can be long delayedó (Herald, 19/4/84), a recovery did soon 
commence. 
 
The speculative rise of the ZSE 
 
Four years into the new regime, Zimbabweõs capitalist class grew far more comfortable in 
the knowledge that commercial property rights were sacrosanct and that increasing 
corporate influence on economic policy-making would pay off. The industria l index 
picked up slowly at first, from a low of 150 in mid 1984, to 550 by late 1987, to reach 2,732 
by September 1991 (Figure 8.1).109 Mining shares also saw an eighteen-fold increase over 
the 1984-90 period, from 28 on the index to nearly 500 in mid 1990. 
 This behaviour was incomprehensible to some observers. The World Bank (1989d, 31) 
argued in May 1989 that the ZSE was òundervalued,ó but on the contrary, Standard 
Bankõs Economic Review reported in September that year, òMajor institutional investors 
already consider even quality shares highly overpriced on current dividend yields.ó 
Within six months, business consultants Deloitte and Touche (1990, 14) advised clients as 
follows:  òThe shortage of scrip and the high liquidity levels in the economy have 
                     

109. Data in the following paragraphs are drawn from Bard Discount House, Zimbabwe Money and Capital 
Market Review; Dataworld Shareworld Crosstables; Reserve Bank of Zimbabwe Quarterly Economic and Statistical 
Review; and Sagit Stockbrokers, Statistical Information on Companies Listed on the ZSE. 
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contributed to the share price inflation. There has also been a marked reduction in the 
number of individual investors ð while an increased proportion of issued equity has 
found its way into the portfolios of long term institutional holders.ó 
 In money terms, the ZSE capitalisation of approximately 50 listed companies rose to 
Z$1.4 billion by 1987, and soared to a peak of Z$9.5 billion in September 1991. (By 
comparison, the total savings in the countryõs financial institutions in September 1991 was 
Z$9.7 billion.) While the average major bourse across the globe was losing 20% in price 
terms during the course of 1990, the ZSE industrial index soared by 160% (second only to 
Venezuela), and continued rising nine months into 1991. 
 Bard Discount House economist Nigel Chanakira (1990, 4) explained the speculative 
euphoria: òInvestors appear to have grown indifferent to fundamental factors and 
information, in a stampede to acquire shares way beyond historical levels.ó The delinking 
of Zimbabwean finance from the real sector is perhaps best observed in the stagnation in 
the underlying net asset value reported by ZSE companies: 311 cents per share in mid 
1988; 295c at year-end 1988; 322c at year-end 1989; and 359c at year-end 1990. Yet the 
period experienced a 400% increase in industrial share prices. With the lowest share-
price/net -asset-value ratio during the period at 0.77, and the highest 1.93, this represented 
a phenomenal 150% delinking in just 30 months. Thus in spite of a solid rise in corporate 
profits in the late  1980s, the average ZSE price/earnings ratio climbed uncontrollably, 
from 4.64 in early 1988 to 10.81 three years later, unprecedented by Zimbabwe standards. 
 The most important ZSE shares at this stage included the big conglomerates (TA 
Holdings, Delta, A pex, Hunyani); food and agriculture (National Foods, Hippo Valley); 
and (in the late 1980s) blue-chip mining houses (Rio Tinto, Bindura Nickel, Wankie 
Colliery). The most active shares vary according to fashion and global commodity prices. 
The primary shareowners are Old Mutual, Anglo Americanõs òSecurity Nominees,ó 
Barclays, Art Corporation, Southern Life, Colonial Mutual, Fidelity Life Assurance, 
Standard Bank, the railway and mining industry pension funds, and various state 
investment bodies. The 1990 merger of three insurance firms ð Colonial Mutual, Norwich 
Union and Prudential Assurance ð increased concentration of share control immensely. 
 The ZSEõs hothouse atmosphere was exacerbated by scrip shortage. There were only 
five new share listings and only  Z$98 million in rights issues during the 1980s (until mid -
1989), again reflecting the stagnation in industrial investment. And until 1991, retiring 
outstanding debt was not an incentive for corporations to issue new stock, given the low 
levels of long-term debt and the negative interest rates. (At last, in 1990 and 1991, a huge 
surge of listings were enticed by the high prices offered in the super-speculative ZSE. Also 
in 1991, corporate borrowings increased markedly and interest rates rose dramatically.) 
 Nevertheless, the ZSE bubble kept from bursting until September 1991 largely 
because the market was controlled by a few major players. What with the lack of scrip, 
share turnover was remarkably low (total ZSE turnover in 1989 was just Z$75 million, and 
in 1990 Z$125 million) in comparison with the vast increases in share values, revealing the 
highly -concentrated and interlinked nature of the institutional investor community. Some 
trusted leaders in the investment field even fuelled the speculative flames, including the 
chairperson of the Zimbabwe Association of Pension Funds, Labani Hove: òEquities could 
prove to be very profitable during the days of boom and despite the risk involved 
pension funds should consider putting some of their surplus funds in equi tiesó (FG, 
23/5/91). Within four months, Hove would regret this advice.  



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  
  
 

 

 
 

 173 

 Soon, the ZSE provided the same temptations as were corrupting stockbrokers 
everywhere. òThe pool of big investors in Zimbabwe is small, and they do know each 
other, often socially,ó remarked the Herald (19/3/92) following one scandal. òThe ZSE 
could easily be manipulated in a few key counters by someone with a few million dollars 
in cash, simply because the share turnover and the actual size of the economy are not that 
large.ó Two well-known stockbrokers were fired from the top brokerage firm Sagit in 
June 1990 for insider-trading, which involved using Z$600,000 of Sagitõs bank clientsõ 
money to purchase shares in a firm just before its public listing. 110 
 The Financial Gazette (22/6/90)  condemned òA situation where brokers, of all the 
people, buy huge blocks of shares and hold on to them while speculating, completely 
distorts the market mechanism. It is not surprising that some counters continue to bid 
upwards on the Zimbabwe Stock Exchange, even if there are no tangible indicators that 
the companiesõ fortunes are due for better times.ó (Even in 1995, there were still just eight 
brokerage houses on the ZSE, four of which were owned by blacks.) 
 Other hints of share manipulation occasional ly surfaced. For example, when a gold 
mining company (Cluff) was listed in October 1990, Old Mutual in particular pulled out 
of subscriptions that were expected to be in the range of Z$10 million. òIt is difficult to 
explain why people suddenly developed c old feet but we have a suspicion that some 
circles within the market deliberately killed the issue by spreading malicious market 
gossip,ó the Financial Gazette (13/10/90) commented. òThe fact that Cluff is coming in as 
an outsider has not gone down very well with some mining companies which have held 
sway for a long time.ó 
 The most debilitating scandal ð involving the black owners of Flexible Packaging ð 
occurred in late 1991, and cost state Post and Telecommunications (PTC) workers a large 
part of their p ension fund. When Flexible was bought in 1989, eyebrows were raised, 
since the buyers, Willie Ford and Fanuel Muhwati of Merchant Bank of Central Africa, 
had earlier been approached ð in their capacity as MBCA officials ð by the sellers. 
Ultimately, MBCA f inanced Ford, Muhwati and Isaac Takawira (a top Barclays Bank 
official), but in late 1991 Flexible aimed to raise more money. Realising that they had 
missed the ZSE peak, the companyõs owners wined and dined Labani Hove, who was 
also the PTC Pension Fundõs principal officer. Hove then dumped more than Z$15 million 
of pensionersõ money into the company. Flexibleõs early 1992 ZSE debut as the first black-
owned firm to appear on the ZSE was thus an enormous success, in a period in which 
share values were sinking rapidly. Flexibleõs bankers were effectively bailed out by the 
PTC workers. Realising his mistake, Hove began unloading shares, which was one 
contributing reason to the Flexible stockõs dramatic drop following its listing (Moto, May 
1992). By mid 1992, ordinary Flexible shares in the PTC Pension portfolio which were 
purchased at a cost of Z$15.4 million were valued at Z$6.1 million. This was, 
unfortunately, at a time when the existing valuation of the PTCõs assets (dating from mid 
1990) showed a shortfall of Z$16.9 million, and reflected the fact that workers were 
beginning to pay the cost of speculation (Bond, 1993b, 35). And it was downhill from 
there, for in 1993-94, Flexible was losing Z$14.3 million a year, followed up in 1994-95 

                     

110. Sagit felt compelled to advertise the fact that òThe majority of shares in Sagit Stockbrokers Pvt Limited 
were owned by companies controlled by Mr. Jeremy Cochrane and Mr. Amos Nota. In June 1990 they were 
asked to resign from the Stock Exchange and as directors of the company and the shares have been lodged 
with Reserve Bank of Zimbabwe in trustó (FG, 15/6/90, 19/9/91).  
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with a loss of Z$8.8 million.  
 The vast overvaluation of shares during the most intense period of speculation 
provided the underlying conditions for insider -trading and other forms of manipulation. 
It also raised the prospect of what a òcorrectionó might bring. Nigel Chanakira (1990, 4) 
had raised this as a possibility:  
 
 Å Is a stock market crash similar to that which occurred on several major 

international markets in 1987 possible in Zimbabwe and if so when? 
 Å Is the value of shares traded on the ZSE likely to dry up because institutional 

investors have adopted a òbuy and holdó strategy in an economy with 
limited financial alternatives and investment outlets for their funds?  

 Å Are the world-renowned stories of insider -trading, tax frauds and general 
financial misdemeanours likely to capture our newspaper headlines? 

 
While hedging his bets, Chanakira implied affirmative answers to his questions. The rates 
of return from share speculating, he argued, were òapproaching those occurring in 
sophisticated capital markets such as Japan... It is rather disturbing to note that in a period 
where some policies and conditions could change dramatically, investors on the stock 
market have thrown caution to the wind.ó111 
 
Commercial property  
 
The stock market took the bulk of liquid instituti onal investor funding in the late 1980s, 
but at the same time commercial property ð especially in Harareõs Central Business 
District (CBD) ð also witnessed vast increases unrelated to any underlying prospects for 
value creation in the economy, much less in the specific properties themselves. It is in this 
sense that the commercial real estate market can be considered òspeculative.ó As 
Chanakira (1990, 4) put it, òOne must sympathise with the institutional fund managers 
who receive thousands of dollars per month for pensions and insurance policies, as well 
as investment income, all which must be in an economy which has seen little growth of 
investment opportunities and innovation in financial assets.ó 
 This was not the first time such conditions existed. As noted in Chapter Four, the late 
1950s was a period of dramatic property speculation. A crash followed in the early 1960s, 
and although some commercial real estate was developed during the economic boom of 
1966-74, much faster growth occurred in industrial a nd white residential property. In 1974 
that too came to a stunning halt as a result of generalised overinvestment and a series of 
exogenous shocks (especially guerrilla war and declining terms of trade). At 
independence, prime Harare CBD office space cost about half of that in Johannesburgõs 
Carlton Centre (Herald, 10/1/80). 112 According to a Whitsun Foundation (1983, 57) report 
on insurance company investments, òIn non-residential properties the combined effects of 
economic downturn, excess capacity and an absence projects have proved damaging.ó 

                     

111. Chanakiraõs analysis is compelling, but comes up short on theory: òIt becomes increasingly evident that 
our stock market is inefficient and defies text book theory of rational investors, all of which, one may 
conclude, is due to scrip shortage, excess liquidity and influential market psychology.ó The problems in the 
productive sector of the Zimbabwean economy are nowhere mentioned.  
112. Zimbabweõs prices ranged from Z$1.61 to Z$3.76 per square meter, compared to Z$7.53 in South Africa. 
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But there was political pressure to combat high rents in the CBD, which led to a rent 
freeze on commercial and industrial properties in November 1982, withdrawn a year later 
and replaced with a Rent Board.113 
 It was not until early 1982 that a potential upturn was signified by vague institutional 
investor interest in the CBD. At that point, the stabilisation and centralisation of financial 
capital began to pay off, as two of the largest players ð Old Mutual and the Nati onal 
Railways of Zimbabwe Contributory Pension Fund ð agreed on a property investment 
worth Z$5 million. According to Old Mutual property manager David Frost, òThe market 
value of our rent producing properties in our present portfolio is about Z$30 million  and 
that is not enough in a portfolio of our size. We have a further Z$26 million of property 
development in the pipelineó (Herald, 11/3/82). From 11 buildings in 1981, Old Mutual 
built up a portfolio of 105 properties by 1992.  
 But most institutional inv estors remained wary of real estate throughout the early 
1980s. The long-term nature of such investments, added to fresh political uncertainty (eg, 
the Matabeleland conflicts), kept money in much more liquid form. And the 
governmentõs increase in prescribed asset requirements (from 55% to 60%) in late 1983 
temporarily mopped up a small amount of institutional investorsõ available speculative 
capital.114 As late as mid 1984, there were reports that òDemand for large space office 
accommodation remains poor with  an excess supply currently remaining availableó (RAL 
EGE, September 1984). When in early 1984 the Rent Board replaced the rent freeze, this 
was a clear signal that commercial property might again become a profitable investment. 
As in the case of the near-bankrupt Zimbabwe Stock Exchange, this was the point that the 
market hit rock bottom and then turned.  
 
The rise of property speculation  
 
The key impetus appears to have come from commercial banks, which sunk an 
unprecedented Z$70 million into 550 Harare mortgage bonds (mainly commercial) during 
six months from May 1984 (Figure 8.2).115 The banksõ share of what was then a Z$335 
million market in new mortgages thus rose from Z$70 million to Z$150 million during 
1984, while building societiesõ share of new mortgages declined from Z$110 million to 
Z$90 million (the other Z$95 million in mortgages were held by other investors). It was 
not long before the banksõ decision paid off. As the RAL Executive Guide to the Economy 
reported in June 1985: òDemand for central business district investments is becoming 
increasingly buoyant with the majority of funds and institutions not presently able to 
satisfy demand for prime commercial properties. A bullish attitude is being adopted by 

                     

113. The Board dealing with commercial and industrial land had 78 meetings from 1984 through 1990, where 
they considered 92 cases, 97% of which involved white businessmen. Of 3,000 commercial lease negotiations 
that take place annually, only 14 go to the board. Rent Board members are nominated by government and 
business groups (Frost, 1989, 5). 
114. Insurance companies funded just Z$9 million in new mortgages in 1983, compared with Z$16 million 
the year before. With respect to prescribed assets, the requirements were apparently not enforced, and in the 
mid 1980s life offices held only 45% (not the required 60%) of their assets in the form of government stock. 
115. Unpublished data from the Deeds Office, Harare. Unless otherwise cited, all other quotes and data in 
this section are drawn from official sources (CSO, Digest of Statistics) and from property reports in RAL EGE 
(June 1985, September 1986, March 1987); RAL QGE (December 1988, June 1989, September 1989, March 
1990); and FMB QGE (June 1990, September 1990). 
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fund managers and prices have tended to harden for the best located quality properties.ó 
 The phenomenon was not limited to the CBD (notwithstanding continuing stagnation 
elsewhere in the economy). Industrial sites were also gaining institutional investorsõ 
attention: òSale of properties to an investment institution and the granting of a long lease 
by the institution back to the previous owner is becoming a popular investment concept. 
A number of businesses have survived the recession because sale and leaseback 
agreements have provided them with the cash they needed in difficult times.ó Thus 
difficult times for manufacturers corresponded to windfalls for financiers. Reminiscent of 
the late 1950s, government took various countervailing actions. In mid 1986, the Reserve 
Bank clamped down on speculative property acquisition, temporarily prohibiting any 
financial institution (including the institutional investors) from lending to individuals or 
corporations for property designed for non -owner occupation. But this was only a slight 
hindrance to further i nvestment in commercial real estate. 
 During 1986, as the supply of available CBD office space dropped from 5,000 square 
meters to 1,100, the commercial banks again found means of increasing their advances to 
developers. The value of their new mortgage bonds doubled from Z$125 million to Z$250 
million in 1986 alone, with the expectation that another 35,000 square meters of new office 
space would come on line by late 1987. Even so, in 1988 estate agents described Harareõs 
commercial and industrial property m arket as òfull,ó with shortages expected to continue 
into the foreseeable future. Industrial land was in such short supply in Harare by 1989 
that new development in Msasa, Willowvale and Graniteside (a new industrial suburb 
which commanded Z$10 per square meter) was restricted by the municipality to owner -
occupiers, which prevented the popular lease-back development of stands by insurance 
companies and pension funds. 
 However, the real action continued to occur in Harareõs CBD. (Bulawayoõs 
speculative boom was delayed through most of the 1980s ð until the signing of the 
ZANU -ZAPU Unity Accord in late 1987 116 ð while after a brief mid 1980s upturn related 
to the opening of the Beira Corridor, building in Mutare declined and picked up only in 
1990).117 From 1987 to 1994, some 185,000 square meters of new office space would be 
added to the Harare CBD, an amount equal to the existing office space built over the 
previous thirty years. More than 100,000 square meters were scheduled to come on line in 
1992, 1993 and 1994 alone. In 1992 this amounted to Z$500 million worth of CBD property 
investments, much of it òairconditioned, Grade A space incorporating state-of-the-art 
technology, high speed lifts and car parking,ó according to a Knight Frank & Rutley 
executive (FG, 19/10/90).  
 The cost of office rent was now becoming exorbitant. Prime Harare space fetched 
Z$30 per square meter in 1991 ð up from Z$3 in 1980 and Z$15 in 1987 (rentals on the 
Charter Road in the Kopje area soon fetched as much as Z$50 per square meter, still not as 
high as the Z$100 per square meter paid for a prime First Avenue retail site). From 1975 to 
1990, the official valuations of office buildings in Harare increased by between 317% and 
721%, with land prices rising by between 455% and 1,488% over the period (FG, 16/7/92).  

                     

116. In June 1989 RAL QGE reported rental rates of Z$14 per square meter in the Bulawayo CBD, compared 
with $6 to $8 in mid 1987: òThis rapid increase in rentals has come as a shock to some Bulawayo 
businessmen.ó 
117. Fidelity Life Assurance developed a multimillion dollar mixed commerci al complex, while Prudential 
Assurance refurbished a major building.  
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 The value of all property sales in Zimbabwe reached Z$636 million in 1989, 25% 
higher than the year before, partly on the basis of a 65% increase in the value of 
mortgages granted; financiers had become so confident about the value of property that 
they invested Z$1.4 billion in 17,600 bonds (including second mortgages for 
improvements). In 1990, the value of property sales was up to Z$860 million, and 21,000 
mortgages were registered worth Z$2.1 billion. The pace was maintained into the first half 
of 1991, with Z$1.374 billion in (10,700) mortgage bonds registered. 
 The residential property market was by no means immune from speculation (see 
Chapter Nine). Moffit Saunders (1990, 1), a leading developer and head of the National 
Property Association, was so frustrated by the lack of new space for middle- and upper-
class housing that he prepared his association for a full-fledged attack on non-resident 
owners of vacant land: 
 
 While there is a raging crisis with respect to the acute shortage of residential 

accommodation at all levels, particularly middle and low income brackets, 
8,545 surveyed and serviced residential stands mostly in the low-density 
suburbs are lying idle in the hands of òland speculators.ó Most of these 
residential stands have been idle for more than two years and the owners, 
some of whom are out of the country, seemingly have neither the intention 
to develop nor the inclination to sell these properties.  

 
The geography of speculation 
 
On the ground, the flows of funds into real estate became highly visible by the early 
1990s. Multinational property capital stepped up its activity, as UK -based Knight Frank & 
Rutley controlled a pool of Z$100 million in mainly pension fund investment capital, 
pioneered a property unit hou se which promptly won a ZSE listing, and purchased 
several CBD and shopping centre properties. The demand for Harare CBD offices seemed 
to be unquenchable. On the seedy west side of the CBD, space in the Zimre Centre 
(Zimbabwe Reinsurance Corporationõs headquarters) was fully rented soon after its 
completion in early 1989 (RAL QGE, March 1989). In mid 1991 Zimre and another 
parastatal, the Urban Development Corporation, announced a Z$200 million 
redevelopment of land just to the north of the CBD for restaur ants, shops, supermarkets 
and high quality office space. 
 On the east end of the CBD, the Z$120 million Southampton Life Centre (on the site of 
the Meikles carpark, at African Independence Square) was financed mainly by 
Southampton Assurance (which held ju st Z$410 million in total assets) (Herald, 28/2/91). 
The buildingõs ground-level shops would host òhigh class specialist tradersó (FG, 
28/9/90). Next door, the Meikles Hotel began a Z$120 million refurbishing which 
included a postmodern rooftop architectur al touch (as tens of millions of dollars more 
were pumped into refurbishing other hotels in Victoria Falls and the Eastern Highlands) 
(Herald, 11/7/91). On Samora Machel Avenue, the octagonal silo-shaped Z$130 million 
Reserve Bank building, Zimbabweõs tallest at 23 stories, would soon tower over the 
financial district at First Street and Samora Machel Avenue, its ground -level frieze 
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ironically depicting scenes of production in fields, factories and mines. 118 Nearby, 
Lonrhoõs local headquarters, untouched since its construction in the 1950s, received a 
Z$200,000 facelift. As the executive director put it, òOur building, because of its central 
location, is one of the most valuable in Harare, and we feel it is part of our responsibility 
to ensure that the building maintains the look of the areaó (FG, 11/5/90).  
 One report noted that òMost of the developments are from institutional investors 
who, in the light of the current financial stranglehold on building societies, are the only 
players with the funds to invest in propertyó (FG, 12/12/91). Of these, Old Mutual ð 
whose assets increased from Z$3 billion to Z$4 billion in the twelve months to June 1991 ð 
was still the major player in property speculation, with Z$300 million worth of building 
underway in 1991. According to a senior Old Mutual property manager, òWe like to keep 
a low profile, except about Chitungwiza [a high -density suburb shopping mall], which is 
good propagandaó (interview with M.P. Musto, Old Mutual Properties, January 1991). 
The company invested Z$90 million in two òprestigiousó commercial CBD properties ð on 
Samora Machel and Union Avenues ð in 1991-92 (FG, 28/9/90). The biggest CBD project 
yet, however, was destined for the east side of the CBD, a Z$300 million shopping-office 
complex behind the M eikles Hotel (near the Southampton project). With 26,000 meters of 
office space in two seven-storey buildings connected by a series of bridges, òEastgateó 
would be the òFirst serious attempt to provide quality office accommodation at affordable 
rentals,ó according to Old Mutualõs Frost. òThe flexible office layouts will permit both 
large and small tenancies in self-contained premisesó (FG, 9/1/92).  
 But the west side of the CBD was even more densely populated with construction 
activity, catalysed by the successful Zimre development. There, the Mining Industry 
Pension Fundõs monumental new headquarters would face architectural competition 
from the Agricultural Finance Corporation headquarters, from the Posts and 
Telecommunications headquarters, from the luxur ious new Zimbabwe Development 
Bank in the potentially -gentrifying Kopje district just west of the CBD, and from a 
postmodern Construction Industry Pension Fund development ( FG, 31/8/90, 14/9/90). 
On the south side, the Metro Peach Group and MacLellanõs Prestige Homes were 
preparing for a development on Robert Mugabe Road, while Ximex redeveloped an old 
Maceyõs Hypermarket on Jason Moyo Avenue. Zimre also purchased properties for 
redevelopment, including one on Chinhoyi Street in the Kopje, and the Tattersal ls 
building on Jason Moyo Avenue, together valued at Z$150 million. In the centre of the 
CBD, the sixty-four year old Dominion Building at First Street and Union Avenue was 
demolished in late 1991 (and attempts to retain the facade proved futile) (FG, 23/5/91), as 
the National Railways of Zimbabwe Pension Fund prepared a Z$53 million building to 
replace it (FG, 18/7/91). 119 Fidelity Life was another major institutional investor, holding 
in its portfolio office -shopping complexes costing Z$68 million in Harare  and Z$50 
                     

118. The building, with its 46,000 square meters floor space, was designed to reflect the luxury of ascendant 
finance. The eighteen tower blocks are airconditioned and serviced by thirteen lifts and escalators, as well as 
by thirteen staircases. In addition to a two-storey international trading room with state -of-the-art 
communications equipment, there will be four high -level managerial floors, with òhigh standard internal 
finishes.ó The concrete framed building is clad externally with glass valances and polished local granite. An 
initial outlay of Z$3 million was required simply to reroute communications signals which would otherwise 
be blocked by the tower (FG, 28/9/90, 9/5/91).  
119. Indeed many historical buildings with important architectural value were lost to redevelopment, 
including the Grand Hotel, Meikles Hotel, the Land Bank Building and Jameson House.  
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million in Bulawayo. Fidelity also drew profits from office and shopping developments in 
Mutare, Gwanda, Gokwe, Beitbridge and even Plumtree (FG, 12/12/91).  
 How far would the CBDõs speculative bubble expand? Putting the touches on the new 
Construction House in early 1990, a London-based Knight Frank Rutley executive 
wondered aloud about the implications of a bust on the stability of the financial system:  
 
 In some ways the market here can be compared to Tokyo, where property is 

quite impossible t o buy. However, the proposed redevelopment of Tokyo 
Bay may release enormous amounts of property which the authorities, and 
banks in particular, are extremely worried about because these sales may 
cause values to drop. The same could be said about properties here if large 
amounts were available. I wonder if statistics are available to show what 
levels of institutional bank lending exist, against property in comparisons 
with total lending, and also what effect a 20% fallback in values would do 
this lending ( FG, 18/5/90).  

 
But while Tokyo tottered, Harare maintained momentum well into 1991. The advantage 
was a closed economy which continued to trap profits and the willingness of institutional 
investors to continue pumping funds into property. òThe investment of pension funds in 
the area of fixed properties is one which is of utmost importance in times of inflation. 
Fixed properties appreciate in value and hence are a hedge against inflation,ó argued 
Labani Hove, the chair of Zimbabwe Association of Pension Funds (and later of the 
scandal-ridden PTC). òBut to successfully invest in fixed properties, pension funds 
require foreign exchange in sufficient dosesó (FG, 23/5/91). These doses were made 
available, as 75% of developer applications for components like lifts and air-conditioning 
units received allocations. Indeed according to Geoff Brakspear of Frank Knight Rutley, 
from 1988, it was òeasyó to acquire foreign exchange for special glass and tiles, air 
conditioning systems, lifts and other components. 120 
 Geographical barriers to CBD office expansion were probably more important than 
foreign exchange availability. Following suggestions about rezoning the Avenues 
(already de facto commercial zones as many private businesses were run from homes), the 
City Council ord ered developers to go south, òto the railway,ó instead (FG, 17/8/90). The 
developers responded initially by going far further, stepping up their suburban activity. 
The ubiquitous Old Mutual opened the Z$68 million òMutual Gardens,ó its new 
headquarters at Emerald Hills eight kilometers from town. One of the biggest buildings in 
Zimbabwe, it would boast spacious gardens, shops, sport facilities, and middle -class 
housing in the immediate vicinity ( FG, 24/5/90). The northeastern suburbs of Newlands 
and Borrowd ale were also prime suburbs for speculators (such as MacLellan Homes and 
Sam Levy), though not without pitfalls. 121 A Z$60 million office and shopping complex 

                     

120. Interview, January 1991. It was only in mid 1992 that some luxury office developers finally ran out of 
foreign currency when the Open General Import License system omitted lifts. Suppliers of lifts and 
airconditioners in the AFCõs Hurudza House headquarters were still owed foreign currency by the 
developer. An MIPF office development i n Bulawayo was also delayed because Z$300,000 in foreign 
currency was not available (FG, 30/7/92).  
121. Levy bragged about using his influence to have city officials overlook zoning prohibitions for his 
addition to the Borrowdale shopping centre, leading to widespread condemnation by ratepayers and the 



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  
  
 

 

 
 

 180 

was to be built in the western suburb of Belvedere (FG, 24/10/91). Yet òthe most 
significant retail  projectó in Zimbabwe in 1989 was the Chitungwiza town centre 
developed by Old Mutual. The companyõs property manager, Frost (1989, 7) ð then also 
president of the National Property Association ð explained that the Chitungwiza centre 
was approved by the Town Council, òwho have opted for a planned centre by a single 
developer with a full range of national retailers, with plenty of competition to keep prices 
down, yet without overtrading. This can only be achieved by having a planned retail mix, 
hence the necessity to have a single developer.ó It was a prescient statement of the 
anarchy of speculative overbuilding that would soon prove disastrous.  
 
Speculation and gentrification  
 
To the west of Harareõs railway, the developers began to fuel what became a speculative 
inferno in the old Kopje district. The unfortunate recent history of the Kopje ð namely, its 
systematic devaluation ð suggests the reasons that development travelled in this 
direction. According to news reports in the mid 1960s, òowing to the difficulty in letting 
offices in the western area of the city, the City Council ... allowed a business block in 
Cameron Street to be converted completely to residential roomsó (P&F, January 1964, 
June 1964). This would mark an important watershed, as the areaõs decline was reflected 
in its transition to a lower land use. By the early 1970s, Smout (1971, 39,49) characterised 
even the busy central hub of the Kopje by its 
 
 wide variety of low quality retail establishments of which representatives of 

the motor trade are most frequent. Unfortunately many of the buildings in 
the southern Kopje are poorly maintained and the general aspect is that of a 
run-down, rapidly ageing, twilight zone... Many structures are in need of a 
new coat of paint and where outer walls are plastered repairs are urgently 
needed. Further, as the area is socially and financially inferior to the rest of 
central Salisbury it receives minimal attention from those engaged in 
providing Municipal services.  

 
The systematic devaluation of the area continued beyond independence, and in the mid 
1980s the Kopje was described as òdying slowly, as little or no care is being taken to 
maintain the blocks of flats, cottages and housesó (Herald, 9/11/84). The problem, 
surmised an Estate Agents Council spokesperson, was that òKopje rents are too low... 
Most of the buildings have broken windows, peeling paint or cracked walls. Some of the 
roofs are held down by large stones and bricks so that they are not blown off by the 
windó (Herald, 10/11/84). Several estate agents simply refused to manage properties in 
the area. Many flats became brothels or shebeens (informal bars). 
 According to Brakspear, the owner-occupied (not institutional -owned) nature of the 
Kopje slowed its redevelopment. Moreover, another barrier to s uccessful redevelopment 
was excessive passive speculation.122 Absentee landlords were òscattered all over the 

                                                                               

daily press. 
122. Within a year, the need to reclaim the land had intensified, and a policy was adopted by the 
Association: 
Even in Central Business District properties which are ripe for redevelopment, the probl em of absentee 
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world,ó their full-bulk buildings underutilised ( FG, 17/8/90). Indeed the majority of older 
properties in both the Kopje and the CBD were held by non-residents.123 As Old Mutualõs 
Frost (1989, 8) informed the National Property Association, òThe result is that large areas 
of our city centres have become sterile. A number of major development schemes have 
foundered because of the difficulty in persuading non-resident owners to sell their old 
properties, many of which are little more than single storey slums.ó 
 Notwithstanding such problems, a òrent gapó ð between the devalued real estate and 
the potential for commercial property development 124 ð emerged which was finally 
attacked, though carefully, by foresighted developers, on the basis that small office space 
was becoming impossible to acquire in the CBD. Indeed, following an initial rezoning in 
1989 and extensive consultations in 1990 and 1991 with Harare City Council about a new 
plan for the area, the National Property Association announced that it òtook issue with 
the retention of a residential precinct in an area intended for vibrant commercial and 
office activities. The present ôrun-downõ look which is a feature of the area is likely to 
continue and is incompatible with upmarket intentions for the areaó (FG, 11/5/90). As 
with gentrification everywhere, the existing residents would have to go, having 
successfully completed their role in the devaluation pr ocess. According to one single 
mother, òEven though we have seen other surrounding flats being destroyed our 
landlord has not yet given us notice. We understand that our flat is going to be turned 
into an office for the building society. I am looking for a lternative accommodation in the 
high-density suburbs.ó125 
 The first major inroad into the Kopje came not from private developers backed by 
institutional investors, but instead from state -owned finance in the form of a new Z$3.4 
million headquarters for the Zimbabwe Development Bank (ZDB). ZDB managing 
director Rindai Jaravaza òhoped that other developers can emulate the bankõs lead in 
providing above average standard of office accommodation and thereby help to uplift the 
scenic beauty of the areaó (FG, 7/9/9 0). In 1991 Harareõs director of works confirmed, 
òOur main objective is to give the area a face-lift and commercialise itó (FG, 8/1/91).  
 When speculation in the Kopje finally took off it was unprecedented. In one 
transaction Brakspear bought a property i n 1990 for Z$460,000 and sold it three months 
later for Z$2 million (interview, January 1991). Indeed Z$2 million was a typical price for 
a stand (plot) in the Kopje by 1991, and this amounted to a higher price per square meter 
than that found in the CBD. In the heart of the Kopje area, the famous old Queens Hotel 

                                                                               

landlords who in many cases now resident outside Zimbabwe was uncovered. In many cases, these property 
owners own more than one property... The National Property Association feels that it is in the public interest 
that the City of Harare should develop a policy which will induce these speculators to release land at market 
value for development... Such policies exist in developed countries and are designed to serve the public 
interest against the selfish interests of speculators (Newsletter of the National Property Association, 13/12/90).  
123. After an initial selling spree in 1984 forced by new exchange control regulations prohibiting remittance 
of rentals, it gradually became clear that the benefits of selling, whereby the proceeds went into a blocked 
account or a 4% external bond, were diminishing to the point where some investors simply held on to the 
property (Frost, 1989, 7). (Contributing to the problem were capital gains tax, a 20% remittance tax and the 
depreciating value of the dollar.)  
124. Neil Smith (1979, 1982) invented the concept, applying it mainly to residential gentrification in the 
United States, but the applicability to Harare should be clear.  
125. Fortunate Chikafu is an employed mother of two, and a resident of Manlyn Court in the Kopje. By late 
1991, Beverley Building Society bought Chikafuõs block and prepared to demolish it (FG, 8/1/91, 5/12/91).  
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and its musical venue was targeted to become an office block. The Cotton Marketing 
Board planned in Rotten Row, at the west side of the Kopje, at a cost of Z$18 million. 
Fidelity Life Assurance wo uld take a site nearby (the third largest in the Kopje) for its 
Z$80 million headquarters, next to the ZDB, not far from the Z$32 million Caltex building 
(FG, 24/3/94). On the very western end sat the monolithic postmodern ZANU house, 
nicknamed Chibuku for  its similarity to the cardboard carton used for indigenous beer.  
 
The fall of commercial property  
 
The demise of speculation had to arrive at some point, and the spectre of the Economic 
Structural Adjustment Programme, with its promises of increased access to foreign goods, 
and in a few years, of free access to foreign financial markets, certainly made Zimbabweõs 
financial elite think twice about domestic speculation. In addition, there were warnings 
from other countries that real estate price inflation mi ght not last in Zimbabwe. 126 
 The main catalyst for the fall of commercial property was the interest rate increase 
that occurred first in February 1991 and then again in September. These had their greatest 
immediate impact on the residential market. 127 By Augu st of 1991, the Financial Gazette 
(1/8/91) reported, òSellers are now experiencing delays in finalising property sales 
because of the buyersõ difficulties in raising mortgage finance.ó Ironically, in June and July 
1991, a record-breaking Z$700 million in m ortgages were registered, of which Z$240 
million came from the commercial banks, yet these were mainly commercial and 
industrial mortgages. In July building societies began to sharply curtail their lending, 
dropping from an average of Z$60 million per mont h in early 1991 to Z$35 million in mid 
year (CSO, Digest of Statistics). Thus residential real estate, which had taken longer to 
develop as a speculative commodity, broke badly, losing some 20% of price levels in the 
last six months of 1991 (Herald, 12/12/ 90). 
 Second, on the commercial and industrial side of the market, the high mark -up 
construction firms enjoyed had reached self-destructive levels: with building costs in 
March 1984 at Z$980 per square meter, and with rents at Z$12 per square meter, the initial 
yield to the developer was 11%; but according to Frost (1991, 3), òan entirely comparable 
building under construction to finish in March 1993 costs Z$7,086 per square meter for 
construction, but can only get Z$44 rent and yield of only 6%.ó128 Frost attacked òthe cozy 
                     

126. After surveying the international collapse of property in 1990, from Japan to Australia to Britain to the 
United States, Saunders (1990, 5) of the National Property Association queried to his members, 
Is there a lesson for Zimbabwe where this yearõs wild rush to convert cash into tangible assets, whether it be 
property or shares, has pushed prices up to the level at which yields are not commensurate with the cost of 
borrowing money? Is our economy so watertight and cut off from outside influences that we can avoid a 
turn in the market which could have a disastrous effect on highly geared owners of property whether it be 
houses or offices? 
Saundersõ message at the following yearõs meeting hit even closer to home: òOver the past couple of years 
we have seen the property recession reaching worldwide proportions yet leaving Zimbabwe unaffected. The 
recession continues and has started to affect our buoyant neighbour, Botswana, where house rents and prices 
have stabilised and industry peaked outó (FG, 12/12/91).  
127. òWith the increases in mortgage rates announced on September 5, several proposals that were of a 
speculative nature have been shelved for the time beingó (FG, 17/10/91).  
128. The construction industryõs rebuttal came quickly: òMr. Frost should take off his jacket and leave his 
nice air-conditioned office and try getting a building put up in this country. I would like to see his expr ession 
working with 15 -year old vehicles that break down every day, pathetic work forces and materials that just 
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pricing policies of Zimbabwe contractors [who] thereby achieve markups and margins 
they have not experienced in their wildest dreamsó and he warned them, òYou can not 
assume that financial institutions will continue to invest in new proper ty 
development.ó129 (The problem may also have reflected inflation in building materials, 
which continued to soar. The overall building materials price index was up 38% from 
September 1990 to September 1991, more than double the consumer price index.) 
 Developer Moffit Saunders commented in mid 1992 that òthe once unthought-of 
spectre of industrial buildings lying empty is fast becoming a reality in Harareó (FG, 
13/8/92). According to Mitchell Real Estate,  
 
 with the exception of a few pension funds and insur ance organisations, most 

concerns had stopped buying industrial and commercial space. For the past 
three or so months, large institutions were buying up industrial and 
commercial space from developers who needed the funds to meet 
production expenses... However, pension funds were now channelling their 
funds into short -term investments on the money market where they 
received returns of over 35% (FG, 13/8/92).  

 
Given the ongoing collapse of the ZSE, there were still a few institutional investors with 
excess funds available for property in 1992.130 But the extreme variability in financial 
flows ð sometimes exorbitant (whereby Frostõs Old Mutual fuelled the construction 
overpricing so enthusiastically, even into 1992) and sometimes repressed (as for building 
societies) ð was also to blame. Indeed it was Frost (1991, 3) who first publicly predicted 
the vast overextension of commercial property speculation, in July 1991: òIt is now clear 
that the property industry is facing a surplus office accommodation in Harare fo r the first 
time since independence. This surplus is reliably calculated to be 3.3% in 1992 rising to 
6.3% in 1994.ó A symbolic event was Lonrhoõs May 1991 decision to withdraw from 
construction of a major new hotel between 3rd and 4th Streets and Samora Machel and 

                                                                               

never seem to arriveó (FG, 1/8/91).  
129. Frost (1991, 3) was speaking at the contractorsõ 1991 annual general meeting: òYou have all had a good 
run... and I doubt whether there has been a more profitable period in the history of the building industry in 
Zimbabwe... Apart from the perception that we are no longer getting value for money, new investment 
opportunities in private and public stock issue s following economic reforms will compete for funds that 
would otherwise be earmarked for property development.ó CIFOZ is notorious for maintaining the old boy 
patronage system, which attracted hostility from the World Bank in 1991 and led to some minor af firmative 
action steps. CIFOZ represents just 25% of all registered in the country, and fewer than fifteen companies 
handled 90% of all construction work (which in total in 1990 accounted for Z$930 million, or 6.5% of GDP). 
The Financial Gazette (9/5/91) r eported CIFOZ membersõ òvictimisation of black contractors, abuse of human 
rights and dignity, unfair trade practices against black contractors and obstruction of access to materials and 
machinery.ó 
130. As one example of an institutional investor which stil l had funds for property, the National Railways of 
Zimbabwe Pension Fund spent Z$44 million in mid 1992 on two CBD buildings (the mid 1980s Globe House 
and mid 1950s Electra House) and a warehouse (2 Rezende St), all purchased from Aberfoyle Holdings. And 
in another example, even as late as mid 1992 Old Mutual was attempting to construct a Z$20 million 
shopping and factory complex in an area of Graniteside which one report called òthe most valuable retail 
and industrial site in the industrial areas of Harar e.ó And other buildings approved by the Harare City 
Council in the first seven months of 1992 amounted to Z$87.4 million, of which Z$68 million were 
commercial offices (FG, 27/8/92).  
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Union Avenues.  
 Some developers (like MacLellan) were teetering on the edge in late 1991. Property 
prices fell by a quarter during the first half of 1992, according to the Financial Gazette 
(6/8/92):  òEstate agents said all classes of property had experienced reductions in prices, 
with some agents saying the property market was ôvirtually deadõ or ônon-existent.õò 
Impressive Harare property registrations in 1992 were based on òold contracts signed a 
year or two ago.ó From 1992 to 1993, plans approved fell from Z$916 million to Z$51 
million in nominal terms. The commercial property market hit bottom in mid 1993, and 
with inflation running at more than 40% the best improvements in prices subsequently 
were just 5-10% (EIU, March 1994). 
 Even in the mid 1990s, as several suburban office parks were planned (FG, 2/9/95) ð 
as well as luxury office -shopping developments like Eastgate and a Z$1 billion 
Borrowdale complex (with luxury housing, hotel, medical centre, golf course and offices) 
ð the future for commercial property in Harare looked grim. Revenue from office rentals 
continued to decline in real terms (FG, 21/7/94), and when 38,000 square meters 
suddenly became available, the Financial Gazette (10/3/94) headlined, òProperty 
developers near panic over unoccupied office space.ó At that stage, new office buildings 
including Finsure House, Corner House, Fidelity Towers, Southampton Life Centre, 
National Social Security Administration House, Unity Court, Beverley Court, Eastgate 
and the Zimbabwe Electricit y Supply Authority building all had vacancies.  
 As Rory OõDonoghue, managing director of Richard Ellis Real Estate, put it in 
September 1994, òAn awful lot of office buildings have been built which have come on 
stream over a short period and several more will come onto the market over the next 18 
months, and it is fair to say that a number of these buildings were not market -driven but 
merely followed from the speculative burst of buying land prior to 1990.ó OõDonoghue 
worried that ESAP had òchanged the perceptions of some of the users who would have 
gladly taken up offices had they been available a couple of years ago.ó And, he 
concluded, the oversupply problem would have been worse, but òvirtually every 
building was running behind scheduleó (FG, 15/9/94). M oreover, there was the issue of 
alternative investments, for as Moffit Saunders put it in late 1994, òWith short-term 
interest rates about 30% and 10-year bonds at 20%, there was little incentive for the 
institutions to move out of the money market back in to propertyó (FG, 15/12/94).  
 A sorry but revealing example of the commercial property crisis could be found in 
Chitungwiza in September 1995, where the much-heralded Old Mutual shopping centre 
development had fallen into òa depressed state,ó due in part to Old Mutualõs withdrawal 
of a subsidy to the Zimbabwe United Passenger Company to transport workers from 
Harare to the Chitungwiza Town Centre. With the bus service canceled, and with the 
satellite cityõs major employer, Cone Textiles, having laid off 6,000 workers, many of the 
Centreõs smaller retail outlets were forced to shut down and its major tenants (OK Bazaars 
and TM Supermarkets) found that òThings have never been this badó (FG, 21/9/95).  
 Given the problem of generalised overproduction of office a nd shopping space, by 
late 1995, the major prospects for new construction were largely state-related. The 
National Social Security Administration announced commercial office/retail 
developments worth Z$120 million in Bulawayo and Z$70 million in Mutare. Th e Post 
Office planned a Z$50 million office in Gweru, SEDCO began work on a Z$20 million 
headquarters in Harare, while the Zimbabwe Reinsurance Corporation announced 
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several multimillion dollar projects across the country. In the most grandiose state -backed 
project, the Industrial Development Corporation began the first (Z$500 million) phase of 
what it claimed would be a Z$14 billion, 20 square kilometer industrial park to the east of 
Harare, supported by a Malaysian partner (the Sungeiway Group). The park would, the 
IDC proclaimed, be òearmarked for corporations and entrepreneurs seeking areas of 
cheap but literate labour and global competitiveness of new industrial sitingsó (as an 
export processing zone it would allegedly generate 30,000 jobs and exports of Z$1 billion 
per year in sectors such as high-tech electronics and motor components). Meanwhile, the 
private sector remained stagnant, with the exception of the cash-flush Mining Industry 
Pension Fund, which after a year-long suspension of all property de velopment would in 
1996 embark upon projects in Harare valued at Z$100 million, none of which, however, 
were for commercial office or retail space (FG, 28/9/95, 19/10/95, 9/11/95, 21/12/95).  
 More generally, the variety of structural problems surfacing in the commercial 
property market appeared, at least for the time being, insurmountable. Overaccumulation 
of speculative real estate threatened to synthesise with other negative factors such as the 
envisaged purchase of some of Zimbabweõs best companies by eager South Africans as 
business relations were normalised and investment restrictions in both countries fully 
removed. At that point, it would not be unlikely for Harare to increasingly appear to 
Johannesburg as Lusaka did to Salisbury during the late 1950s, a shell of its former self, 
with administrative and financial control functions (in sectors such as banking, tourism 
and the retail trade) stripped and transferred south.  
 
The ZSE shakeout 
 
The interest rate increases of 1991 caused the ZSE crash in two ways. Funds were quickly 
shifted away from the ZSE into bonds or other interest -bearing assets. And an abundance 
of now unrepayable corporate debt, beginning with a wave of borrowing in September 
1990 (and cooled only slightly by the February 1991 rate hike), also suggested that 
financial markets had become far too loose. 
 The market peak, 3 September 1991, came two days prior to a phenomenal rise in 
short-term interest rates ð from 20% to 40% following a World Bank ultimatum ð which 
suggests a rather detailed level of insider information. Share trading on the ZSE peaked in 
September and October (Z$95 million total volume), as investors fled shares for the 
money markets. In the two months immediately preceding (Z$27 million) and following 
(Z$16 million), ZSE trading value was much lower. As the Financial Gazette (12/12/91) 
observed: òIndividuals have been active [in selling ZSE shares], and perhaps so have the 
banks, having to call in former loans against share portfolio values now barely covering 
them.ó While some smarter individuals, banks and companies liquidated early, ordinary 
pensioners were tied in to the ZSE through their life -savings. 
 Within three months, the industrial index was at November 1990 levels, having 
dropped 30% from the September 1991 peak. By March 1992, it was down by 60% and by 
February 1993 by 70%. Even as the index began to plummet, a dozen companies issued 
shares in order to òreduce or extinguish high interest-bearing debt as an immediate 
requirement,ó as the Financial Gazetteõs (12/12/91) anonymous ZSE columnist put it. òAt 
one time there were moanings about shortage of script. Now we have a situation where 
there are more than double the number of issued shares on the market than a year ago 
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and nobody seems to want them.ó In 1992, total trading on the ZSE was worth just 3% of 
the ZSE total value, compared with 50% in New York and Tokyo.  
 The proximate cause of the ZSE crash was the interest rate hike, and the fact that 
international finance was now calling the monetary policy shots di d not escape the 
attention of domestic financiers. According to the Financial Gazette writer,  
 
 Added to [the interest rate increase] was the World Bankõs insistence that the 

Zimbabwe dollar was still over -valued and that the country should act 
accordingly. The Reserve Bank duly obliged with a quick succession of 
lower exchange rate fixes. These might have stabilised at the lower levels, 
but doubt remains whether we have seen the last of interest rate 
adjustments. The institutions became so attracted by the unprecedented 
rates then obtainable in the money market that they justifiably saw fit to 
unload large parcels of high-value, low -yielding shares accumulated over 
the years at peanut prices. 

 
It is true that some of the investment volatility can be traced  to exchange rate movements, 
which at the zenith of speculation in imported commodities led to a disastrous series of 
delayed export orders and rushed imports (in order to take profits from declines in the 
Zimbabwe dollar). Under the new Open General Impor t License system, there was also 
widespread hoarding of òunnecessarily large stocks of certain finished products and raw 
materials as some importers have speculated on demand prospects and on currency 
exchange rate changes,ó according to FMB (QGE, September 1991). One direct result was 
that financial markets were òin disarray.ó The effects spread beyond the financial 
markets: òThis practice has already had unfortunate consequences as it has not only tied 
up scarce foreign exchange, it has also slowed the extension of the OGIL list to other 
products and helped to generate an over-supply of the products that could result in 
wastage or price-cutting and losses to the traders.ó Moreover, as the economic misery of 
average Zimbabweans increased visibly, shortages emerged in basic goods while luxury 
products (at unprecedented prices) abounded in shop windows.  
 But even without such import speculation, the conditions for the demise of financial -
speculative capital was inevitable, given excessive levels of profiteering, overbuilding in 
the CBD, and the overindebtedness of some key companies. òCompany liquidations have 
become the order of the day as heavily borrowed companies fail to meet the increased 
interest rates and send workers onto the streets to swell the ranks of the unemployed,ó 
the Financial Gazette (23/7/92) reported. Zimbabwe Banking Corporation economists 
added, òInstitutional investors are increasingly being called upon to bail out the 
Zimbabwe economy... Over the past six months, the number of businesses that have come 
forward to sell their factories and premises, and immediately enter into long -term leases 
with the institutional investors buying their property has increasedó (FG, 4/6/92).  
 Corporate debt, once relatively trivial, had become a millstone fo r many companies. 
Hunyani required an official Z$37 million bail -out due to overindebtedness in early 1993 
(although simultaneously, the companyõs compensation payments to directors rose from 
Z$75,000 to Z$1.9 million) (FG, 1/4/93). Art Corporationõs 1993 interest bill of Z$72 
million was more than two and a half times the conglomerateõs profits, leading to a Z$280 
million debt restructuring by local banks and the European Investment Bank ( FG, 3/3/94, 
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10/6/94). Accounting gimmicks proliferated. Zimpapersõ pension fund was used to fund 
an Z$8 million bank overdraft ( FG, 3/6/93). Art Corporation admitted that it understated 
the debt of its plastics division in 1995 (FG, 19/10/95). And the ZSEõs biggest company, 
Delta (at that point more than a third government -owned), excluded short-term loans 
from current liabilities (which were renamed as òinterest free liabilitiesó) in mid 1993 and 
instead placed them at the end of shareholders funds. As the Financial Gazette (22/6/93) 
remarked, òCynics and skeptics would immediately say the reason for this change is that 
short-term borrowings would make the balance sheet look extremely vulnerable if classed 
as current liabilities. So vulnerable that liabilities would outmatch assets by 1.4 to one.ó 
 The radical change in the market was reflected in the rise in dividend yields on 
industrial shares (just 3.36% at peak in September 1991, and a year later 11%) and 
earnings yields (11% in mid 1991, and 30% a year later). Price-earnings ratios were 11.3 at 
peak and had fallen to just 3.3 a year later. The World Bankõs International Finance 
Corporation (1992, 46) called the ZSE òthe worst performer among world equity marketsó 
in 1992 in part, interestingly, because òThe success of the Structural Adjustment 
Programme was in doubt after the first year.ó  
 The crises of domestic debt and speculation worked hand in hand, as the Financial 
Gazette (12/12/91) observed:  òIndividuals have been active [in selling ZSE shares], and 
perhaps so have the banks, having to call in former loans against share portfolio values 
now barely covering them.ó While some smarter individuals, banks and companies 
liquidated early, ordinary pensioners and insurance policy -holders were tied in to the 
ZSE through the institutional investors which controlled their lif e-savings. 
 
The implications of speculation for workers  
 
Who lost in all of this shakeout, then? Among the ògreat publicó who ð as Hilferding had 
it ð followed the speculators innocently to the slaughter, were workers (Bond, 1993b). 
Members of pension funds contributed Z$800 million in net new savings in 1992 and 
many also depended upon fund payouts to survive the wave of early 1990s 
retrenchments. Pensions were a relatively common means of working-class saving, given 
Zimbabweõs inheritance of so many British working -class institutions. In the late 1980s, 
658,000 workers were members of funds, of a total non-agricultural working population 
of 818,000. 
 But in the wake of the 1991-93 ZSE collapse ð which coincided with the industrial 
depression ð many workers  learned to their dismay that for a variety of reasons payouts 
would now be delayed and that benefit levels were falling precipitously. In spite of 
inflation reaching more than 48% in late 1992, the Registrar of Pension and Provident 
Funds mandated maximum  increases in pension fund payouts of only 30% (a huge drop 
in even the most fortunate pensionersõ standards of living). 
 Behind the payment shortfall was the speculative nature of the major pension fund 
managersõ investment portfolios. Herd investment mentality characterised the major 
firms ð Old Mutual, Southern Life, Colonial Mutual, and Fidelity Life ð as well as self-
administered funds such as Anglo American Corporation and the railway and mining 
industry funds. At year -end 1992, Zimbabweõs pension funds controlled Z$7.62 billion in 
assets. Of these, property (mainly commercial) accounted for Z$1.2 billion, and Z$745 
million was held in ZSE shares, debentures, unit trusts and building societies ð assets 
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which were falling spectacularly in value.  
 Assets invested in the collapsing property market were particularly galling to 
workers, since some of it was speculative high-cost residential property (housing in high -
density areas was terra incognita to the pension fund managers). The Mining Industry 
Pension Fund (MIPF), for example, ventured into residential property in mid 1983 with 
the Z$2.3 million òWansfordó development in a fashionable section of the Avenues in 
Central Harare, a project which òcould become one of the most exclusive addresses in 
central Harare,ó according to one report. 
 It is worth examining this particular fund, since its 45,269 mineworker members saw 
little in the way of socially -productive returns on the 5% of earnings they contributed 
each month. In addition to Wansford, the MIPF inve sted in other high-priced residential 
properties, including a Z$5.8 million development in another exclusive section of the 
Avenues. To its credit, the MIPF recognised the social incongruity of diminishing supplies 
of low - and middle -income housing occurri ng simultaneous with increasingly speculative 
housing investments. In 1989 MIPF chief executive Sam Nkomo argued, òWe could use 
our investment more profitably by developing in the commercial sector, but we feel we 
have a social responsibility to society.ó Nevertheless, that òsocial responsibilityó was still 
geared to higher-income housing, with rentals on MIPF properties in the Avenues 
fetching more than Z$1,000 per one bedroom unit per month (FG, 20/10/94).  
 All told, MIPFõs residential properties accounted for Z$8.6 million at historic cost, 
which enjoyed mid 1992 property valuations of Z$31.3 million. The total MIPF property 
portfolio had a historic cost of Z$100.2 million, with mid 1992 valuation of Z$185.7. Even 
considering that the mid 1992 valuations were excessive in view of the emerging 
oversupply of commercial property, the residential component enjoyed a higher increase 
in value, notwithstanding the fact that most of the residential buildings were purchased 
later than the commercial property.  
 A large residential property developed by the Construction Industry Pension Fund 
was also designed for an upmarket segment (the project cost before escalations was Z$29 
million). But when it ran into major problems in 1991, the fund had to record a Z$8.2 
milli on contingent liability. The entire asset value of the Construction Industry Fund was 
just Z$72.8 million in late 1991, with fixed property accounting for 36%. This sort of 
fluctuation is important, because construction industry employees are possibly the most 
transient and vulnerable of any economic sector, with nearly 30,000 new members joining 
the pension fund in 1991 along with 12,700 withdrawals (total membership was 76,000). 
 In an even more incongruous situation was the National Railways of Zimbabwe 
Pension Fund (which owns commercial property including Ambassador House and 
Karigamombe Centre in Harare, as well as National Railways of Zimbabwe headquarters 
and the hotly -contested Ascot Flats in Bulawayo). The fund attempted to sell to the 
Harare City Council the railway employeesõ high-density suburb of Rugare just 
southwest of the city, but according to press reports, òThe offer was initially rejected 
because of the poor state of the roads and stormwater drainage in the suburb.ó 
 In sum, the shakeout had a profound class bias that Hilferding would easily 
recognise. òWorkers are being stabbed in the back by a capital-hungry private sector 
which has blown millions on stock market gambling and high -flying real estate 
speculation,ó Horizon magazine (November 1992) commented. òMeanwhile, as workersõ 
money goes into putting up flashy post -modern office blocks in downtown Harare that 
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most workers only enter as sweepers and cleaners, at least 80,000 are queuing for low-cost 
housing in the capital.ó And Morgan Tsvangirai (1992, 4-5), secretary general of the 
Zimbabwe Congress of Trade Unions (ZCTU), confronted the Zimbabwe Association of 
Pension Funds during the midst of the collapse: 
 
 It is workersõ money that is being used to fuel this speculative roller coaster, 

that at the end of the day benefits the speculators, but does not put finances 
into productive investment and jobs. This is an untenable situation for us ð 
who then walk the streets unemployed.... Like the rise of luxury high rise 
blocks in a city wher e the people cannot afford food and transport, rising 
financial speculation on a withering industrial base does not bode well for 
sustainable development. 

 
The rebuttal by Association chair Sam Nkomo was so obdurate ð òOnce money is in the 
hands of the fund it is no longer the workersõ money. The trust laws rule supremeó (FG, 
13/8/92) ð that the ZCTU intensified its efforts to reform the existing pension funds, to 
redirect their assets into housing and to promote the National Social Security scheme as 
an alternative (Horizon, November 1992; Bond, 1993b). 
 The precise effect of the ZSE crash on pension funds remained difficult to calculate 
due to historic -cost accounting policies and the re-purchase of lower-priced shares in the 
wake of the crash. The MIPF is an example, because by mid 1992 shares (including 
government stocks listed on the ZSE) purchased by the MIPF at a cost of Z$212 million 
had devalued 31% in nominal terms to Z$146 million. A year earlier, when an actuarial 
valuation was carried out, the MI PF investments had appeared extremely healthy, and a 
surplus of Z$82 million was discovered. According to the MIPF, òIn the light of this 
valuation it was decided to declare a 15% bonusó to members. 
 Similarly, the Construction Industry Pension Fund commis sioned an actuarial 
valuation in late 1990, discovered a Z$5.6 million surplus, and declared a 10% bonus. A 
year later, however, ZSE equities valued at Z$5.9 million in the pension fund had 
dropped 39% to Z$3.6 million (with far further to go still in 1992 ). The Zimbabwe 
Electricity Supply Authority Staff Pension Fund also made large ZSE acquisitions during 
the dramatic share price rise, and by mid 1991 recorded 11.33% of its aggregate asset 
value in ZSE shares (the highest of any pension fund). The Z$5.7 million ZSE historic cost 
exposure (recorded as Z$7.5 million middle market value) was untimely, in view of the 
fundõs 1988 actuarial valuation shortfall of Z$9.3 million and a decision taken in 1991 to 
merge with the E.S.C. Weekly-Paid Staff Pension Fund (which itself carried a Z$8.8 
million shortfall). By 1993, authorities began investigating the alleged òmisuse of millions 
of dollars in fundsó (FG, 22/4/93).  
 It was at the time of these shortfalls, in 1992-93, that retrenchments increased 
dramatically and  hence that pension funds came under intense payout strain, leading to 
numerous incidents of non -payment and conflict over control of the funds (Bond, 1993b). 
The National Railways of Zimbabwe, for instance, refused to pay its pension fund ð 
already crippl ed by the BCCI collapse ð Z$40 million (though workers put the figure 
owed at Z$196 million), and in 1993 even failed to make its monthly fund contribution 
(FG, 13/5/93). Nevertheless, with a revival of the ZSE in 1993, unrepentant pension fund 
managers began reinvesting in both commercial property and shares, inviting the 
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prospect of further losses and a repeat of the 1992-93 liquidity problems further down the 
road. 
 
The ZSE comeback 
 
The ZSE finally began a recovery after hitting an exceptionally low tro ugh in February 
1993, when the industrial index plunged to 850. Because the depth of collapse had been so 
great, the subsequent rise ð fueled by a new breed of foreign institutional investors and 
supported by local speculators and more pension fund cash ð was equally impressive. 
New fortunes were made essentially because of uneven global stock market speculation 
which spilled into Zimbabwe through foreign mutual funds. Indeed, an estimated US$50 
billion flowed from North to South via Third World stock marke ts during the late 1980s 
and early 1990s, until the 1995 Mexican crash cooled speculative fevers in the emerging 
markets. The reforming, formerly òMarxist-Leninistó Zimbabwe was advertised 
internationally as a favoured African child of the World Bank, and was hence sure to get 
at least a small piece of the action. And although many ZSE-listed companies continued to 
withhold dividends during the 1991 -93 depression, their share prices began rising rapidly 
when prohibitions against foreign dealing on the ZSE w ere lifted in June 1993. 
 Within a few weeks, the 1993-94 budget featured a capital gains tax reduction from 
20% to 10% and a reduction on the dividend tax. This was the result, according to the 
Financial Gazette stock market commentator, of òseveral representations by securities firms 
that excessive tax on securities had cost the country several millions of dollars in lost 
portfolio investment and direct foreign investment.ó In reality, foreign investors were 
now storming into the ZSE, joining funds flowin g from the local money market where 
rates had fallen. But as the tax cuts were announced, ordinarily gung-ho Financial Gazette 
editorialists cautioned, òLittle attempt has been made to see what are the targets of the 
foreign money and no one is questioning whether the interest rate fall is a blip on a graph 
that might be rising inexorablyó (FG, 5/8/93).  
 But the foreigners seemed to be hooked. From mid 1993 through early 1994, based 
initially on the erratic inflow of several tens of millions of dollars of i nvestment from 
Switzerland, the UK, and a major New York investment bank, the ZSE soared. Local 
speculators who emerged to take advantage of the upsurge included between 50 and 100 
extremely wealthy individuals, according to a Sagit stockbroker ( Horizon, September 
1993). Many were tobacco farmers who had access to large seasonal cash infusions in mid 
1993 (notwithstanding the recent collapse of tobacco prices) and who benefitted from 
capital gains tax cuts and falling interest rates (leading to transfers from the money 
market to the ZSE). Pension and insurance funds then moved back in once the new bull 
market gathered speed. 
 A renewed surge of foreign mutual fund investment occurred in early 1994, rippling 
out from the Johannesburg Stock Exchange (in anticipation of successful elections 
scheduled for April, South Africa had attracted massive new inflows). But Financial 
Gazette commentator Ticharwa Masimba (1994, 4) was right to complain, òThe ZSE has 
been crowing about the Z$500 million net inflow through th e capital market. What is not 
said is, this money is temporary and can be shipped back to investor countries at the drop 
of a hat. It has not flown into the companies but has gone into the hands of shareholders, 
who are mainly white. With this windfall, th e whites have the capacity to increase their 
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ownership of the economy.ó In the Financial Times (7/12/94), Tony Hawkins soon termed 
the ZSE òthe white manõs casino.ó 
 Indeed, the prospects for another crash remained high, given the continuing shakeout 
of Zimbabweõs productive sector, volatility in international trade, and the extreme 
vulnerability that accompanied global financial liberalisation. South Africaõs boom was 
shortlived, as the rand suddenly devalued. Bitter foreign fund managers withdrew, many 
taking huge dollar -denominated losses of 5-10% (for a few weeksõ worth of investment). 
Zimbabwe also devalued its currency dramatically at this stage, leading to a sudden drop 
in the ZSE index from 3,800 to less than 3,000. A resurgence in foreign funds brought the 
index back up again to 3,800 very quickly, but like a yo-yo it then dropped again by 25% 
in March 1994. 
 Meanwhile, most listed Zimbabwean companies had not yet come to grips with the 
new situation, and were recording declining real turnover and pr ofits for 1993. òThere is 
therefore again little justification in the published results for the rapid stock market index 
rise that has been occurring, and which must therefore be put down to speculative factors 
following the opening of the stock market to foreign investors,ó surmised the Economist 
Intelligence Unit in June 1994. High inflation levels had also eroded the value of the ZSE to 
levels far lower than the September 1991 peak. 
 Moreover, there were unfortunate spinoffs of the capital inflows elsewh ere across the 
economy. Foreign currency accounts and foreign investment in the ZSE were the primary 
cause of a 40% increase in money supply growth during the first half of 1994, which in 
turn ð òto neutralise these inflows,ó in the words of Reserve Bank governor Tsumba ð led 
to increases both in overnight interest rates (from 28.5% to 30.5%) and in the reserve ratio 
for banks (from 13.5% to 17%) (FG, 11/8/94).  
 A substantial (if rather gradual) decline occurred in share prices over the following 
months, as hedge funds disinvested from the ZSE in the wake of a downturn in the global 
bond market (though at least one pundit also cast blame on òthe hate campaign which is 
presently being waged against multinationals and local minority groups on racial and 
political groundsó) (FG, 14/7/94, 20/10/94). By the time of the 1995 Mexican peso crisis 
and stock market crash, there were few foreign investors left in the ZSE. The Zimbabwe 
dollar was being prepared for another devaluation, so fund managers took the hint and 
liquidated half of their investments, leaving a net of just US$67 million (still substantial in 
local dollar terms, however). As the Financial Gazette (31/1/95) noted, òMexico and 
Zimbabwe are similar in that both nations have massive budget deficits and t heir 
currencies, prior to the downward correction in the former country, are perceived to be 
artificially supported. This correlation has left our market vulnerable to flights of equity 
and there has been very little foreign buying since the beginning of the year.ó  
 Indeed it was no longer the institutional investors which now managed speculative 
capital. The scale at which finance determined uneven development in Zimbabwe had 
clearly moved from national to international. A Soros Fund Management executive 
explained how global speculators had come to view emerging markets by the mid 1990s: 
 
 What is being made clear by the Mexican problem is that in traded securities, 

you are going to have to be very careful about where these flows are going 
and where the herd is. When everyone is wild to get into a place, it is often 
better to just stay away... What a lot of people have missed are the 
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implications of the global flow of equity funds ð and the new alignment, 
where the maniacs, like ourselves, are driving the flow of funds around the 
world ( African Agenda, April 1995). 

 
Thus as Zimbabweõs currency controls evaporated, financial globalisation would ð as in 
the late 1890s and late 1920s ð prove enormously threatening, in contrast to the 1987 and 
1989 stock market crashes which caused not a flutter in Harare. 
 But more generally, foreign finance merely amplified the ZSEõs casino-like 
atmosphere. In August 1993, when the industrial index had climbed back to just 1,350, the 
overvaluation of shares had already reached 20% (according to the Sagit broker), which in 
turn prompted ð as the Financial Gazette (13/8/93) ZSE columnist observed ð òsigns of 
manic depression. Overwhelming and instant euphoria takes over when some slight piece 
of good news comes along, blotting out the previous total despair.ó It was emblematic, 
the same source complained in early 1995, that an uptick in the money market attracted 
vast funds out of the ZSE and in the process òaccentuated the short-termism of most 
Zimbabwean investors. This partly ex plains the relative failure of new and rights issues in 
1994. Out of 12 such issues, nine are trading below offer priceó (FG, 19/1/95). By May 
1995, the real interest rate (the Negotiable Certificate of Deposit rate minus inflation) had 
hit a peak of 13%, leaving the ZSE comparatively unattractive.  
 And reflecting not only the temporal feature of finance but also its spatial flexibility, 
was that in early 1995 the ZSE issued its first share offer denominated in US dollars (to 
finance Falcon Investmentsõ foreign mining operations). Then, after a 17% decline in ZSE 
share prices due to the attractive money market interest rates and the ongoing drought,131 
by September 1995, as real interest rates very briefly dropped to 1%, the ZSE again hit 
record levels. But as the Financial Gazette (19/10/95) warned, òOf course the surge in the 
index bears no relation to the pulse of the national economy. Speculators searching for 
short-term profit rather than long -term investors have been active in pushing up the 
index.ó And they pushed it above the 4000 mark by year-end 1995, far higher than 
underlying values merited.  
 In sum, the increasing ease at which investors could switch funding from one 
portfolio to another, from local to international currency investments, and from lo ng- to 
short-term paper, apparently meant that not even the immediate memory of the ZSEõs 
awesome 1991-93 crash had taught Zimbabwean stock market chancers the lessons of 
speculation. 
 
Conclusion: The meaning of speculation 
 
Throughout the first decade of independence, Harareõs bankers, investors and estate 
agents generally overlooked the machinations of the rest of the speculative financial 
world, for good reason, namely their protected status thanks to exchange controls. But 
they could not remain innocent  forever. The spectacular rise and tumultuous fall of 
international property markets ð and of players such as Ivan Boesky, Michael Milken, 

                     

131. We may note here that persistent drought did play a substantial role i n lowering what Keynes would 
have termed the ZSE investorsõ òanimal spiritsó; the Financial Gazette (19/10/95) reflected, with unintended 
but revealing racial bias, the nature of its dominant audience: òRight now, the crucial factor for the stock 
market must be the rainy season. It remains to be seen whether umbrellas or sun tan lotion will be required.ó 
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Alan Bond, Donald Trump and Robert Maxwell ð finally, and too late to do any good, 
began to raise a few Harare eyebrows. What, however, are the lessons from Zimbabwe? 
 There are several aspects of the analysis that correspond to earlier theoretical 
arguments concerning speculation. These include the delinking of an exploding financial 
system from a crisis-ridden producti ve base; the weakness of a post-liberation state in 
relation to an ascendant financial fraction of capital; the emergence of a state-based 
bureaucratic petty bourgeoisie unwilling to take substantial steps to identify and to 
control the more parasitical elements of the economy; the dynamics of financial collapse 
that necessarily follow an orgy of speculation; and the fact that without a successful 
restructuring of the productive circuits of capital, speculative embers can remain hot 
enough to reignite, especially when foreign funds catalyse a resurgence of local investor 
confidence. 
 Boasting such a volatile, mixed record, how can we judge the two main speculative 
financial markets in Zimbabwe in the post -independence period? First, real estate must be 
seen in terms of not only the crash of rent and property values in highly speculative 
markets in the CBD and low-density suburbs, but also in the context of uneven urban 
development (extraordinary urban land, housing, housing finance and building material 
backlogs and shortages), which is the subject of the next chapter. 
 Second, the ZSE must be judged a profound failure over most of the independence 
period, even on its terms. This was conceded by even its natural allies and enthusiasts: the 
World Bank, Internat ional Finance Corporation and associated intellectuals. A 1995 
World Bank conference on òStock Markets, Corporate Finance and Economic Growthó 
ranked the ZSE miserably in most categories. A few findings are illustrative.  
 Eric Chang and Peter Montiel (1995) concluded that during the period 1975-92, 
Zimbabweõs market liquidity (0.35% per month share turnover) was lower than all 
emerging and developed stock markets (for which the average was 8.79%) except Nigeria 
(0.05%). Chang and Montiel also conducted measurements of òmispricingó - deviation 
from international trends - and noted that the ZSE was the most consistently distorted of 
all emerging stock markets: òThe Zimbabwe stock market shows generally high levels of 
adjusted mispricing.ó132  
 Charges of low liquidity and distorted pricing would not surprise ZSE observers. But 
in a variety of other categories considered by Asl Demirguc -Kunt and Ross Levine (1995), 
the ZSE also ranked poorly. Zimbabwe scored in the lower half of developed and 
emerging stock markets with respect to market concentration, as the top ten firms 
comprised 44% of the entire marketõs capitalisation (compared to 14% in the US, 24% in 
Great Britain, and 51% in Nigeria). Zimbabweõs high degree of volatility over the 1986-93 
period also ranked the ZSE among the least stable of all stock markets.133 In the aggregate 
indicators of market capitalisation, turnover, concentration and mispricing, the ZSE 
                     

132. There were three prolonged periods of mispricing when the ZSEõs average adjusted pricing was at least 
80% higher than the international norm:  most of 1980, part of 1986, and from the crash of October 1987 
through most of 1988. Surprisingly, high levels of mispricing remained in late 1992, when ZSE price ratios 
were still, Chang and Montiel found, 40% higher than the international norm.  
133. Of secondary importance, the ZSE also ranked second least accessible (after Nigeria) with respect to 
publication of share data, and the most restricted during the 1986-93 period for capital investment and 
repatriation. Zimbabweõs quality of accounting standards was considered merely òadequateó (a blow, given 
the profusion of Big Eight firms and the rigorous British heritage), as were investor protection and market 
regulation.  
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ranked below the markets in all countries except Nigeria, Venezuela and Colombia. And 
in most categories, Zimbabwe did not exhibit marked change (either improvement or 
slippage) during the period 1986-93. 
 Third, and most importantly, the fundamental reason for the overall poor ranking 
was, perhaps, the comparative degree to which the Zimbabwean economy suffered 
productive sector overaccumulation, exacerbated by volatile capital flows into the 
countryõs immature financial circuits. As we have seen, this entailed a long and circuitous 
process, beginning with the crisis of industrial overcapacity (1974), taking on new forms 
as a result of political transition (1980), and ultimately reaching a speculative climax 
(1991) that presaged one of the countryõs worst-ever depressions. The process depended 
upon key actors overcoming their political qualms about Zimba bweõs government, and 
òmaking the market,ó whether in shares or property (or other markets, such as art and 
imported machinery, which also served speculative purposes during the 1980s). 
 Grossmann (1992, 196-197), too, posits speculation not as a mechanical switch from 
productive to financial circuits upon the first appearance of overaccumulation, but as an 
unpredictable process that sometimes takes many years to come to fruition: òThe worst 
orgies of speculation are possible in a period when, with the tran sition from individual 
forms of property to its social form in share -capital, enormous fortunes accumulated over 
several decades are thrown on to the market and sacrificed on the exchange.ó In the sense 
that these fortunes were less the product of individu al capital accumulation, and were 
increasingly located in pension funds, this sacrifice was all the more òsocialó:  
 
 Under these conditions, speculation is badly debilitated, not through the 

òconscious interventionó of banks which supposedly centralise command 
over the economy into their own hands [here, a reference to Hilferdingõs 
thesis], but because there is not enough òmaterialó for the exchange to 
òdigest.ó At an already advanced level of concentration of share-capital, 
speculation on the stock-exchange is bound to lose its impetus as its middle-
class base of small rentiers, workers, civil servants, and so on, dries up. Yet 
this only compels the idle money -capital to rush into other outlets, into 
export of capital, as the only investments promising gre ater returns. This 
alone is one reason why world market struggles for investment outlets 
become increasingly sharper. 

 
Grossmann was prophetic in suggesting the òrushó of capital into other outlets. Following 
the 1991-93 crash, the ZSEõs subsequent roller-coaster performance was largely a function 
of the òincreasingly sharpó searches for investment outlets by New York and London 
fund managers, joined by local capitalists. But for loose domestic capital that had not been 
devalued during the crash of share and property speculation, the era of ESAP also opened 
up many opportunities to engage in òworld market struggles.ó Prior to considering some 
of these in Chapters Eleven and Twelve, however, more of the ground-level implications 
of footloose financial capital  are examined in the next two chapters, first in the cities, then 
in the countryside.  
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 CHAPTER NINE  
 
 HOUSING FINANCE AND  
 UNEVEN URBAN DEVELOPMENT  
 
 
 
 
 
Introduction  
 
After unemployment, the desperate need for housing ranks among the worst of 
Zimbabweõs post-independence social problems. The scope of the backlog reached an 
officially -estimated cost of Z$30 billion by the early 1990s. According to one study, only 
41% of Zimbabweõs houses were constructed from modern building materials, with the 
rest based on thatch, pole-and-dagga and other flimsy materials. Piped water was 
available inside just 324,000 of 2.3 million total housing units, with water available outside 
another 536,000, while electricity was connected to only 450,000 homes (FG, 5/1/95). 
Anoth er study, by the Civic Groups Housing Project (a loose coalition of unions, the 
development industry, non -governmental organisations and community -based 
organisations), found that fully 40% of urban residents were lodgers with other 
households, resulting in the number of Zimbabwean households requiring decent homes 
rising from 965,000 in 1985 to 2,212,000 in 2000 (Civic Groups Housing Project, 1995, 5; 
Sunday Gazette, 10/12/95).  
 As a result, Zimbabweõs cities were fast degrading, in the words of government 
planner Andrew Mlalazi, into a òvast spread of squatter settlements and backyard houses 
in low cost housing areas, ill-supplied, if at all, with basic amenities. Accompanying this 
are rapid environmental deterioration and declining standards in health and  sanitation.ó 
And because of ònon-revenue generating incentivesó being offered to investors to come to 
all urban areas outside Harare,134 there was emerging the danger of a òcountry-wide 
collapse in levels of infrastructure... The only effective demand which  may remain in 
these cities and towns is the demand for housing by people who can ill -afford the houses 
they queue foró (FG, 16/6/94).  

                     

134. In Gweru, the city council offered incentives including free land, a five -year rates holiday, and reduced 
water tariffs, while Mutare business leaders complained that similar investment incentives were taking too 
long to establish. As for those municipalities which had not yet entered the interurban race to the bottom, 
Zimbabwe National Chamber of Commerce vice president Shadreck Beta warned, òThe competition among 
cities for investors must not be taken lightlyó (FG, 28/9/95, 21/12/95). This mirrored the urban neo -liberal 
òurban entrepreneurialismó being practiced by cities nearly universally during the 1990s. As articulated by a 
senior advisor to the United Nations Conference on Human Settlements, Shlomo Angel (1995, 4), the 
challenge of global urban management would encompass òcreating a level playing field for competition 
among cities, particularl y across national borders; on understanding how cities get ahead in this competition; 
on global capital transfers, the new economic order and the weakening of the nation-state...ó for after all, 
òThe city is not a community, but a conglomerate of firms, institutions, organisations and individuals with 
contractual agreements among them.ó 
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 The housing crisis reflects Zimbabweõs extreme, and worsening, uneven urban 
development. Any observer will immediately c omment on the roomy atmosphere of 
Harare and the obvious surplus of vacant land. Boasting more than a dozen (mainly 
unutilized) golf courses within the city limits and vast suburban lots for wealthy 
homeowners, Harare must set a per capita record for luxury consumption of land, 
certainly in the Third World (Map 9.1).  
 The ebb and flow of housing finance has been central to this socio-economic and 
geographical problem. The cityõs low-density suburbs received, ultimately, excessive 
flows of speculative capital, while in contrast high -density suburbs could never attract 
sufficient housing finance to create a sustainable urban fabric. Related to this were 
extraordinary shifts in residential property values during the mid 1980s (up) and early 
1990s (back down). 
 The failure of government, the private financial sector (mainly building societies) and 
international institutions (in particular the World Bank and US Agency for International 
Development) to establish a suitable housing finance system was one of the most vivid 
reflections of how little things really changed with independence, notwithstanding this 
promise by then-Housing Minister Eddison Zvobgo (1981, ix):  òThe first democratically 
elected government of the Republic of Zimbabwe has vowed to assure for all its people 
shelter, food and clothing... Nobody, we say, should be allowed to be so poor as to starve, 
live in the open field or go naked.ó  
 The failure of Zvobgo and his successors to achieve social welfare goals in the field of 
housing can be laid largely at the door of orthodox, market -oriented financing principles 
upon which far too great a reliance was placed by government bureaucrats and their 
international aid agency advisors. These are characterised by a diminution of state 
subsidies, an emphasis on full cost -recovery, and the single-minded promotion and 
deregulation of private sector institutions. Following from such principles were three 
government policy approaches which closely paralleled the advice of international aid 
agencies: 
 
 Å government subsidies to assist prospective home owners/tenants were 

minimised;  
 
 Å building societies were the primary means by which people acquired finance 

for housing; and 
 
 Å real estate speculation was not effectively prevented (other than through 

minor reforms to interest rate policy). 
 
There were certainly other explanations of the housing crisis, advanced by analysts who 
favour market -oriented solutions. Early in this chapter we assess, in particular, the claim 
that there was an insufficient market in high -density areas, due to the òdualó nature of the 
housing system. Other justifications for Zimbabweõs lack of progress include excessively 
rapid urbanisation, limited availability of land for housing development, bureaucratic 
barriers, inappropriate building sta ndards, and foreign exchange shortages which 
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hampered building materials supply. 135 Regardless, however, of the merits of these 
arguments, it will be clear that because government refused to adopt a creative subsidy 
policy, failed to channel private monies i n an efficient manner towards housing, and 
permitted chaotic financial market activity, underlying processes of uneven development 
were invariably exacerbated by finance. 
 
Manipulated policy  
 
Uneven urban development was understood by key policy -makers, particularly in the 
international agencies, not as a logical outcome of the capitalist nature of Zimbabweõs 
cities, but instead as a simpler, discrete problem related to the countryõs supposedly 
dualistic housing system. The financing of low -density suburban housing inhabited by 
whites was, since the late 1940s (when building societies proliferated), the sole preserve of 
single-family mortgages. (As noted in Chapter Four, a minor effort was launched by the 
Partnership-minded government in the late 1950s to provide bonds to a tiny middle -class 
black population, but this petered out.) In contrast, public housing in the high -density 
suburbs was financed by the beer accounts of local authorities and by central government 
housing funds (which gained indirect bond -financing support from building societies, 
insurance companies and finance houses in the late 1970s). 
 The view of the international agencies was that Harareõs dualistic residential system 
revealed distinctly different and unrelated patterns of housing fina nce (World Bank, 1983, 
1985; and National Council of Savings Institutions, 1985). Hence, the broad solution 
arrived at by US AID and the World Bank for reversing the colonial legacy was to provide 
the same sorts of market-oriented institutions and practices to the high-density areas that were 

                     

135. Each justification can be briefly considered. Urbanisation was indeed rapid, insofar as rural areas and 
outlying regions were not given sufficient developmental support, in the form, for example, of radical land 
reform or generous decentralisation subsidies. But in any event, such support cuts against the grain of neo-
liberal policy, which has no durable answer to stemming excessive (and crisis-driven) rural -urban migratio n. 
 Land shortages have long been cited as a major facet of the housing crisis. Yet there is certainly the 
physical land available to solve the housing problem, were it not being warehoused mainly by private 
owners. Not including Chitungwiza, Harareõs residential property market in the mid 1980s included 25,000 
low density houses and 25,000 medium density homes on 20,000 hectares, and another 60,000 homes in high 
density areas (World Bank, 1983, 47). (The total land within the city limits of Harare amounts to 54,000 
hectares, of which, at independence, about 8,000 were undeveloped.) While high density areas are very 
dense indeed (some 300 square meter plots had as many as 30 people in residence), density in the middle- 
and upper-class areas of the city is, according to one press report, òextremely low... a situation not found in 
any capital city anywhere in the worldó (there were 24.8 persons per hectare in the low-density suburbs of 
Harare, in comparison to 1,600 persons per hectare in Kenyaõs Mathare Valley). Indeed, in 1990 it was 
determined that òin-filló housing in low-density areas could nearly double the cityõs housing stock ð ie, by as 
much as 100,000 units (at even the very generous scale of 400 square meters per plot) ð and thus easily 
accommodate more than half a million new residents ( FG, 13/7/90, 9/5/91). But breaking up the plots of the 
old and new bourgeoisie was not a realistic proposition. Again, the market was the barrier, not the solution. 
Moreover, none of the normal state interventions that  are feasible in most countries ð whether land taxes or 
expropriation with compensation ð were taken to remove underdeveloped land from the control of 
speculators and non-resident investors. 
 Bureaucrats and excessively high housing standards were indeed a barrier, although these were 
addressed through ESAP, with no evident improvement in housing construction. Finally, the foreign 
exchange constraint was not in evidence when it came to acquisition of building materials required for 
luxury office constructio n. 
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available in the low-density areas. In the main, this strategy relied upon expansion of the 
scope of homeownership and upon increasing the delivery of housing finance through 
the private sector. 
 This was not the only distortion of reality required to justify market -oriented policy 
interventions. The World Bank (1983, 2) downplayed serious urban problems already 
reaching crisis stage by the early 1980s: òZimbabweõs cities and towns have coped 
successfully with the demands that have been placed on them. Housing shortages exist 
for lower income households, but these have for the most part been reflected in 
overcrowding rather than squatting or illegal subdivision...ó Just weeks after the Bank 
made this statement, the Zimbabwe central government cut housing funds by 65% and 
reallocated housing spending from urban to rural areas. Within a few months, the 
government raided the Harare suburb of Epworth late at night, burned and bulldozed 
thousands of shacks, and forcibly removed 50,000 people (Patel, 1984). 
 Such mistakes in analysis, which are biased either to sustain the status quo or to 
support the adoption of market -oriented policy, cannot be dismissed lightly, for the 
international agencies were extremely influential. As An n Schlyter (1990, 206) points out, 
òdependency on international funding makes it difficult, if not impossible, to follow an 
independent housing policy.ó136 The agenciesõ generic approach to policy was not only 
misguided, but even on its own terms was insuffi ciently nuanced to contend with 
Zimbabweõs peculiarities. According to Chris Mafico (1991, 147), 
 
 Public low -income housing policy gives the impression of having been formed 

in a òvacuumó without adequate knowledge of the target population... 
Public sector urban low -income housing policy is the product of a òtop-
downó approach where the important decisions on housing are taken by 
the planners and policy makers. Consequently, the housing policy is far 
from being a well oiled and coordinated response to the low income 
housing problem.  

 
In spite of such flaws, the market-oriented approach won overwhelming favour in 
Zimbabwe, much as it won the initial political struggle over the course of rural 
development (the òwilling-seller, willing -buyeró Lancaster House compromise). But it 
was soon clear that housing policy was emerging without proper regard to other local 
and national economic dynamics (ranging from interest rate fluctuations to real estate 
speculation). As Carole Rakodi (1993, 5) put it, òno thought seems to have been given 
either to the likely outcome of introducing a private market in property into the high -
density areas in a situation of housing shortage or to the possible widening of tenure -
related inequalities amongst the low -income population.ó 
 Other policy options, such as public housing or subsidised cooperative housing, were 
not seriously considered (notwithstanding the fact that Harare city council continued to 
control tens of thousands of housing units which were constructed during the Rhodesia n 

                     

136. There were also nascent efforts to extend beyond the market, with vehicles such as housing cooperatives 
and building brigades. But until the early 1990s the cooperatives applied generally to the purchase of land 
and construction of housing, with no s erious effort made to explore more collective approaches to home 
ownership (such as community land trusts, housing associations or limited equity housing cooperatives). 
And building brigades soon proved more expensive than self -help housing (Schlyter, 1985). 
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era; cooperatives were only given support beginning in 1993). Instead, hard-sell tactics by 
the two international agencies succeeded in part due to the general lack of experience and 
perspective within the Ministry of Local Government and Housing, as wit nessed in the 
May 1980 òFive Year Plan: Low -Cost Housing Construction Programme 1980/85.ó 
Consisting of just six pages of text and three tables, the initial government plan 
nevertheless included specific provisions for housing construction at a rate suffic ient to 
meet the existing backlog as well as new household formation (167,000 units) within five 
years; relatively high minimum standards (four walls, at least two rooms, a supply of 
fresh water, sewage services, standard roads and an òelectric fuel supplyó); and sufficient 
durability that the house would last 40 -50 years. 
 Significantly, nowhere in the ministryõs plan was full cost recovery stressed 
(òHousing must be of a cost which the different income groups can afford to occupyó and 
òEach house must be capable of being sold to the occupantó). And more explicitly, the 
option of òaided self-helpó was ònot anticipated... to have a significant impact on the 
development programme within the five year period.ó (These provisions became 
important later, in US AI Dõs willful misinterpretation of the early policy.) 
 To fulfill its objectives, the ministry projected spending Z$738 million over the five 
years, and anticipated some (unspecified) degree of cost recovery from recipients. But for 
prospective buyers in the Z$800-1,100 per annum income category (the lowest considered 
to have formal employment), the cost of an òultra low-costó house was Z$1,920 ð whereas 
the maximum feasible amount of capital borrowed at 8% interest for 25 years (based on a 
22.5% monthly repayment/income ratio) was just Z$580 -1,360. Clearly, substantial 
government subsidies would be needed for this low -income group (70% for the lowest-
income buyer), as well as for those in income categories below Z$2,300 per annum. It was 
in this initial confr ontation with market realities that the manipulation of government 
policy began. 
 US AIDõs (1980, 13) first major housing report, in September 1980, noted somewhat 
disingenuously ð by explicitly ignoring the contribution made by local and national 
government in late 1970s Rhodesia (Figure 9.1) ð that 
 
 In Zimbabwe, there have been no subsidies for urban low-income housing. 

The new policy calls for housing to be constructed at a cost that low-income 
people can afford. It also calls for housing to be sold with total cost recovery 
on an instalment rent/purchase basis which leads to freehold tenure. At the 
same time, much of the existing rental housing stock is now being offered 
for sale to the tenants. These policies offer a foundation upon which an AID 
shelter program can be developed. 

 
Thus in US AIDõs interpretation of Zimbabweõs housing plan, the market was established 
as the bench-mark by which production, financing and distribution would be carried out, 
in spite of the fact that only the top 4% of the black population had access to formal 
market financing at the time. In harmony with US AID, the Whitsun Foundation (1980, 
31) ð the Rhodesian-era policy think -tank which enjoyed close links to the World Bank ð 
rationalised the market in the following terms:  
 
 Some countries take the view that, since housing is a òsocial good,ó the 
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provision and pricing cannot be left to market forces. For rich countries it 
may be possible to adopt policies which prescribe projects that are delivered 
at prices below cost. But in developing countries already overcommitted to 
the provision of food, defence, health and education, a more market-
oriented approach to housing is necessary. 

 
And in its Urban Sector Review, the World Bank (1983, 57) considered the question and 
came to similar conclusions: 
 
 The longstanding, financially sound practice of full cost recovery for housing 

and urban infrastructure may be endangered under the political pressure to 
provide subsidised housing; if such a course evolves, it could threaten the 
programmeõs viability and ability to expand. Therefore, a housing policy 
which preserves the tradition of cost recovery must be designed quickly.  

 
Under such influence, housing delivery according to the market was quickly adopted as 
official policy. The 1984 òLong Term Plan for the Construction and Housing Sectors of the 
Zimbabwe Economy: 1985-2000ó committed that government would òminimise 
subsidiesó for housing, which, according to US AIDõs primary housing finance 
consultants (Manson and Katsura, 1985, 2), òrepresents a correct and constructive step in 
the necessary direction.ó 
 But Rakodi (1993, 23) points out the obvious shortcomings of the agenciesõ 
manipulation of policy in this direction:  òinsufficiently thorough analysis of the likely 
effects of adopted policies; an inadequate understanding of markets; and a failure to 
respond to the needs of the urban poor majority while placing too much emphasis on the 
interests of middle and upper income groups.ó As the Daily Gazette (20/1/93) aptly 
editorialised, òSurprisingly a capitalist rather than socialist policy has been applied to 
housing... If the government and local authorities really want to ensure every family has 
decent housing, they must accept that not every family can afford to acquire this at its 
own expense.ó Nowhere was this point more obvious than in the excessive reliance which 
government and the aid agencies placed on building societies as the sole financiers of 
housing, even in the high-density suburbs. 
 
Faith in the building societies  
 
òThe most serious financial problem now confronting urban Zimbabwe is the funding of 
low -cost housing and its supporting infrastructure,ó the World Bank (1985, 56) 
pronounced in 1985. The Bank posed this òfinancial problemó in such a manner that it 
could be solved by simply expanding the existing market system:  òThe institutional 
infrastructure exists to do this, in the form of well -developed building societies, but it will 
be necessary to direct this focus to the low-income end of the market and to reverse 
current government policies that hamper their operations.ó By following such a strategy, 
the Bank (1985, 3-5) claimed, it would indeed be possible to flood the high -density 
suburbs with building society funds. òIt is, therefore, not overly ambitious to aim at 
getting up to scale in the short term so that house creation equals housing needs in all urban 
areas. This will, however, require policies that encourage private sector savings 
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institutions to enter the low -income housing fieldó (emphasis added). 
 To assess this logic requires not only moving forward in time to the early 1990s, when 
the Bankõs outlandish promise of meeting all housing needs through the market was 
broken by the market itself, exacerbated by Bank interest rate directives. It requires, in 
addition, g oing backward in time, to the years just before and after independence, to 
understand what grounds there might be for the Bankõs optimistic argument. What 
experience would have evoked such faith in the building societies? 
 Ironically, it was apparently not  the experience of success, but of the societiesõ failure 
(in their normal business) that appeared to most impress the Bank (1985, 81) (in this 
assessment originally made in a 1983 version of the Bankõs Urban Sector report): 
 
 A case could also be made for involving the building societies in low -cost 

housing simply to preserve their dynamism during the period of a 
depressed upper-income housing market. At present, there is no sign that 
the slump is abating and it may well last for years. It is not clear tha t 
building societies could survive, as mortgage lending institutions, without 
entering the low -income housing field in one way or another.  

 
Why building societies might not have survived is revealing. Just prior to independence, 
as a legacy of the tight financial controls during the Rhodesian Unilateral Declaration of 
Independence, Zimbabweõs building societies had initially offered òamong the lowest 
interest rates in the world,ó according to an industry spokesperson (Herald, 3/4/80). Yet 
the societies were also among the most conservative, partly because, as the Whitsun 
Foundation (1979, 67-79) reported, 
 
 the net flow of funds to the societies can be irregular. A substantial decrease in 

this inflow at a time when a society was close to the statutory minimu m 
[liquidity requirement] would necessarily involve a sharp cut -back in, or the 
cessation of, mortgage lending with a disruptive effect on the housing 
market to the disadvantage of both the society and the public. The societies 
greatly prefer a relatively stable monthly lending programme which 
enables them to be selective in their investments, even if this restraint does 
involve high liquidity ratios and, thus, a lower income.  

 
The stability of lending to white middle -class homebuyers was suddenly a practice of the 
past, not only because of white flight from Rhodesia, but because profound economic 
forces began to affect the building societies. When the manufacturing investment boom of 
the mid 1970s was followed by a rapid and extremely deep contraction (leaving surplus 
capacity throughout the productive economy), financial mechanisms emerged to funnel 
new flows of surplus capital into other, non -productive circuits. The dual conditions of 
relative financial liquidity and lack of investment demand elsewhere in  manufacturing 
made it possible for the Rhodesian Front regime to raise capital in order to provide 
unprecedented numbers of houses to low-income blacks during the waning years of 
white rule.  
 Although building societies were unlikely vehicles given their roots in Rhodesiaõs 
middle -class housing market, they became increasingly important in mobilising funds for 
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low -cost housing. In 1977 Beverley Building Society provided a total of Z$10 million in 
new housing loans, 20% of which was for public housing const ruction in the black 
townships in the form of òblock loans.ó According to the Whitsun Foundation (1979, 67-
79), òin 1979 and 1980 there was a dramatic rise in provision of block loans. Building 
societies explain this by their very high liquidity ratio, cau sed by an almost non-existent 
demand for new loans just prior to independence.ó 
 However, it was not merely diminished demand for funds by white homebuyers, but 
their increased supply, that made the societies as liquid as they were. Beverleyõs 
chairperson explained (in his 1979 Annual Report), òIt has been a policy of the Board in 
recent years to maintain a high liquidity ratio in view of the uncertain political climate.ó 
Indeed this also affected the type of loans now being considered: òAs private enterprise, 
we believe that the African housing problem has, for too long, been borne by Government 
and Local Government alone.ó But notwithstanding good intentions by Beverley and 
other societies, the Whitsun Foundation (1981, 24,32) reported soon after independence 
that òbuilding societies have stopped making block loans to government [for high-density 
suburb housing] and virtually stopped new loans to individuals.ó 
 The reasons for this can be traced to macroeconomic flows of funds, and to the lack of 
effective demand for housing purchase (housing rental prices, on the other hand, were 
still moderate, as reflected in a reasonable ratio of housing costs to income). For example, 
higher interest rates proved a substantial deterrent to housing turnover. From a base at 
independence of 7.25% for houses costing less than Z$12,000, the rate rose in March 1981 
to 8.75% and in September 1981 to 12.5%. 
 But in the high -density suburbs, the loss of public housing stock meant that the 
supply of rental property would decline, u ltimately pushing costs up dramatically. The 
first reflection of the market -oriented policy approach to low -cost housing was the rapid 
privatisation of the state -owned housing stock. Within fifteen months of independence, 
16,000 out of 19,000 Harare public housing tenants had confirmed their desire to buy their 
properties. Yet the move to homeownership by tenants was not one of free choice, for if 
not purchased within six months of the offer, rent increases of 30% were imposed (World 
Bank, 1985, 69; City of Harare, 1985, 5; Teedon and Drakakis-Smith, 1986, 321). Rakodi 
(1993, 5) evaluated the privatisation: òAs the existing housing enters the private market, 
values are increasing in response to the excess of demand over supply. The prospects of 
low -income tenants becoming owner-occupiers are, therefore, receding even further, 
leading to greater differentiation in housing terms and diverging opportunities for asset 
accumulation for this and future generations.ó And indeed, as noted above, Harare was 
forced to retain large amounts of its public housing stock.  
 What is most important here, is that whereas earlier financing mechanisms were 
ultimately segregated by race and geography, an official mandate (and popular political 
pressure) existed in the post-independence period for a much more uniform system 
incorporating building society activities in both the high - and low -density suburbs. But 
the result of enticing building societies into high -density suburbs, contrary to World Bank 
and US AID promises, was an intensifying crisis in urban housing. This followed directly 
from the fact that ògovernment and the local authorities have rapidly passed their 
traditional responsibilities in the high -density areas to the private sector, mainly building 
societies,ó as Matika (1987, 1) (a CABS official) cautioned. 
 Hence the urban poor and the working -class saw the ratio of their housing costs to 
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income soar in the early 1980s, as housing loan interest rates increased by 72% and as 
urbanisation rates, demand for housing, rents and service charges also rose rapidly. 
Bearing witness to the squeeze, the Whitsun Foundation (1981, 41) at one point asserted 
(on the basis of surveys) that òChitungwiza respondents are willing to pay up to 35% of 
their income in repaymentsó for housing loans (the global norm is in the range of 20-25%). 
 Yet even by sacrificing other basic consumption, the reality was that at independence, 
only 4% of the population could afford a housing bond; the next 16% could afford 
standard low cost housing; the next 8% could afford òcore housingó (a living room, 
bedroom, rudimentary kitchen and bathroom); the next 35% could afford òtransitional 
housingó (an ultra low-cost unit with living room, bedroom and toilet); the next 8% could 
afford site and service facilities; while the bottom 28% could not afford any of these. Even 
by 1985 only 16% of the population had a sufficient monthly income (Z$260) to afford the 
average Z$71 per month rent for a four roomed core house in a high-density area. Two 
thirds of Zimbabweans cou ld not afford any shelter better than a serviced site, while 16% 
could not even afford to pay for that (Rakodi and Mutizwa -Mangiza, 1989, 29). 
 As might have been expected, building societies were not terribly interested in 
reaching into the lower 96% of the market once their excess liquidity evaporated. The 
number of bonds issued by building societies was halved following changes in interest 
rate regulations in February 1981 (Herald, 22/3/81). As a spokesperson for the real estate 
industry confirmed, òmany prospective buyers of houses have been put off by increased 
interest rates, higher down payments and larger pay -back installmentsó (Herald, 
22/10/81). The situation did not improve, and within a year an editorialist complained,  
 
 A combination of last yearõs bank rate increases and this yearõs wage restraints, 

continues to keep home ownership out of the reach of many 
Zimbabweans... It was suggested by building society bosses that 
homeowners would need to push for higher salaries to absorb their 
increased repayments... What does 1982 have in store for òMr Averageó 
homeowner or prospective buyer?... If youõre in the market, you have 
repayment problems. If youõre out of it, you still have to get into it before 
you can get anything out of it. You canõt win (Herald, 16/2/82).  

 
Even landowners came under pressure from the tightened financial environment, as a 
rent freeze on residential property in 1981 had the unintended consequence of 
dramatically increasing arrears by landlords who were squeezed between the freeze and 
rising mortgage rates. Building societies lobbied government to remove private houses 
(not flats) from the rent restrictions, but were initially unsuccessful ( Herald, 8/12/82). (In 
high-density areas, rent control on tenants was ignored.) 
 Properties costing under Z$13,000 were òfew and far between,ó and there was little in 
the way of new construction anywhere in Zimbabwe ( Herald, 16/2/82). As a building 
society official grumbled in early 1982, òHousing is taking a back seat and it has been 
given a very low priorityó (Sunday Mail, 7/3/82). The largest building society, CABS, 
admitted it had run out of the meagre funds that it allocated to the high -density suburbs 
(Herald, 27/5/82). According to one report, òThe major difficulty facing agents in selling 
properties was the lack of mortgage finance from the building societiesó (Herald, 
22/7/82). The combination of dramatically higher nominal interest rates, the wage freeze, 
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the rent freeze, and intensified pent-up demand for housing, contributed to an epi demic 
of evictions of sitting tenants (particularly for flats that were being turned into share block 
schemes). Responding to the pressure, in 1992 the Reserve Bank shifted funding flows 
again, back to the building societies, resulting in a few more loans (Sunday Mail, 12/9/82).  
 On the one hand, there is no question that certain government interventions ð such as 
the unfavourable interest rate structure for deposits and increased reserve requirements ð 
were hostile to the building societies. But on the other hand, more significant forms of 
direct government intervention supported the societies. According to US AID consultants 
from the National Council of Savings Institutions (1985, 48), the governmentõs primary 
accomplishment was to expand the Housing Guarantee Fund: òSince many building 
society residential loans today have a government guarantee, this has helped assure the 
flow of building society assets to the housing market, something that would not have 
occurred since independence due to the softness of the market in the higher income 
brackets, the traditional building society market.ó 
 Nonetheless, the absolute lack of new housing construction meant that rising demand 
from low and moderate income households was not satisfied. Although the cost of many 
properties in high -density areas had risen to Z$20,000 or higher, the continued gap 
between low purchase prices and high construction costs also hampered the supply side. 
In terms of financing, liquidity remained tight during 1983, with societies recording t hree-
month waiting lists (CABS rejected 1,800 of 6,000 bond applications, while Beverley 
simply ceased taking new mortgage applications) (Herald, 10/8/83). By September 1983, 
building societies were forcing house-sellers to reinvest the sales proceeds with the 
societies for four years (òrolled-over takeover bondsó). The societies ð which, according to 
a spokesperson, were ògoing through difficult times, and canõt help people sell their 
homes unless they reinvest their moneyó ð also suffered the loss of pension and insurance 
company withdrawals subsequent to increased prescribed asset requirements (Herald, 
15/9/83). Moreover, the Post Office Savings Bank now offered top tax bracket savers a 
23% return on savings, as opposed to 11.25% from building societies, while finance 
houses were offering 18%. 
 Government intervened once again, this time in the societiesõ favour. In March 1984, 
Reserve Bank restrictions were imposed on foreign remittances (including prohibitions on 
external rent payments), which had the effect of dramatically increasing property 
availability at the top end of what was a stagnant market, as a large proportion of non -
residents with property sold in order to purchase external bonds. However, given the 
continued lack of mortgage funds, many pro perties were sold only on a cash basis. This 
had the dual effect of lowering prices substantially but simultaneously keeping lower and 
middle income buyers (in need of financing) out of the market. Such conditions were ideal  
for speculators (Herald, 6/10/8 4, 10/11/84).  
 Conditions were changing on the demand side as well, as witnessed by the fact that 
by 1983 the first wave of thousands of new post-independence civil servants had 
accumulated sufficient funds for much more substantial inroads into the low -density 
suburbs, since they had served the two years required to acquire a 100% government 
bond guarantee.137 Hence although the total number of bonds issued during 1983 rose by 

                     

137. The guarantee protected the building societyõs first 30% of the loan, as opposed to the standard 20% 
guarantee offered by government to non-civil servants on the basis of a 10% deposit. 
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49%, the average value of bonds granted declined by 15%, indicating the bulk of activity 
in the market was in the middle -income residential range. This was, as a result, a critical 
element of ZANUõs implicit strategy of new class-formation within the civil service. 
Further declines in average bond values were subsequently recorded as sales of sectional 
title in formerly foreign -owned flats increased. Companies were also increasingly willing 
to finance their employeesõ homes, and the number of mortgages they issued more than 
doubled during 1983. 
 In sum, in the years just before and after independence, building society finance went 
through ebbs and flows, but generally left working - and middle -class potential buyers 
frustrated. Although as noted in Chapter Seven, racial discrimination was one way in 
which the lack of building society fundi ng was interpreted ð and may indeed have been 
an important feature of the housing market ð other government interventions also played 
a role. However, notwithstanding the failure of the market -oriented approach to date, the 
most important subsequent development was the attempt by international aid agencies in 
the mid and late 1980s to use municipal government as a base from which to address the 
growing housing crisis, still via financial flows through the building societies.  
 
Aid agencies, local authorities  and building societies  
 
As low -income housing construction stagnated in high -density areas where building 
societies lacked a ready market, the World Bank, US AID and other international agencies 
began to turn increasingly to city government (formerly a ma jor housing developer) 138 in 
search of partners. The agencies and government officials renewed ties with the building 
societies, and in the process revitalised the market-oriented approach to housing. The 
ultimate effect, however, was to add new dimensions t o the crisis (including real estate 
speculation). 
 Perhaps the most important point that this alliance glossed over ð and which returned 
to haunt the building societies when high interest rates were imposed by the World Bank 
in 1991 ð was the unnecessary use of foreign financing for locally -produced basic needs 
commodities such as housing. Even the Bank (1983, 46) had earlier commented on the fact 
that the total import cost of low -income housing was just 7.6%, consisting of only glass, 
putty, some imported copper and plastic used in electrical installations, and some 
imported paint pigments. Moreover, other inputs such as steel and cement benefitted 
from vast excess local capacity at independence (40% and 20% respectively). 
 Under these conditions there were, apparently, some astute Zimbabwe government 
officials who opposed foreign -denominated loans for locally -sourced housing materials 
and labour; indeed, in the Bankõs own assessment of its 1980s housing programme, there 
emerges the concession that the governmentõs òinterest in seeking alternatives to hard 
Bank money is understandableó (World Bank, 1994, 13). Yet from the standpoint of the 
international agencies, hard currency lending was non-negotiable, whether it was needed 

                     

138. Local government provision of houses was most impressive just prior to independence. Subsequently, 
construction in Harareõs high density areas fell dramatically, from a total of 5,581 new houses and stands 
made available for allocation by the City of Harare (1985, 6) during fiscal year 1979-80, to 2,201 in 1980-81, 
3,416 in 1981-82, and just 200 in 1982-83. Although with the help of the international agencies the rate picked 
up again (and remained above 1,500 annually in eight of the next nine years), by 1992 the allocation of stands 
or houses was back to just 200 (FG, 6/1/94).  
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or not. As US AID (1980, 31) forthrightly commented in its US$50 million 1980 housing 
loan proposal, òBecause over 95% of the inputs for housing investment are produced 
locally, the proposed loan will make an important short -term foreign exchange 
contribution... External debt is a very small part of central government debt. The 
estimated debt servicing ratio for 1981-83 is about 10%.ó 
 However, US AID miscalculated, for by 1983 the debt service ratio was in fact 16%, 
whereas foreign exchange allocations undertaken on the backs of debt contracted by low-
income housing consumers (among others) had little or no relation to meeting their basic 
needs. At this point, US AID was switching from grant to loan support consistent with 
Reaganomics budgetary pressure, and its 30-year housing loan was not terribly generous 
in any case, for it required a full repayment guarantee from the Zimbabwe government 
regardless of the success of the project; an interest rate òconsistent with rates of interest 
generally available for similar types of loans made in th e long-term US capital marketsó; 
and an annual fee (in US$) of 1/2% of the outstanding amount of the loan plus a fixed 
amount of 1% of the loan. 
 Most importantly, perhaps, foreign loans for housing (or other basic developmental 
goods) were unnecessary because Zimbabweõs own financial system was, from around 
1984, experiencing unparalleled liquidity. Nevertheless, in spite of the declining value of 
the Zimbabwe dollar (which increased the effective interest rate on the foreign loans) and 
in spite of abundant domestic public finance available to local authorities, expensive 
foreign loans were signed to pay for what in reality was by this time less a housing 
programme than a low -cost, òsite-and-serviceó scheme.139 
 With the encouragement of the Bank, US AID and other foreign development 
agencies, four Zimbabwe cities (Harare, Bulawayo, Mutare and Masvingo) began 
expanding òaided self-helpó projects, which partially included financing for housing and 
construction. But òself-helpó is a misnomer, according to the housing director of the City 
of Harare (1985, 12), because òRelatively few actually carry out the building work 
themselves as they have neither the time nor the skills to do so. Instead they hire small 
informal building contractors to do the work.ó Mafico (1991, 75) describes the system as 
ònot for the faint-hearted. It demands considerable sacrifice and input from the allottees. 
Consequently it is still too expensive an option for many low -income earners. The loans 
are insufficient to finance a full four -roomed house and allottees have to contribute their 
own resources.ó140 
 Beginning in 1984 US AIDõs US$50 million loan scheme was brought into 
implementation phase (the details had been agreed upon with government officials in 
1982, and the project was formally completed in mid 1987). Three quarters of the loan 
(US$38 million) went to the western Harare high -density suburb of Kuwadzana, where 
more than 7,000 aided self-help participants paid a 5% deposit (typically Z$30) for 330 
square meter plots, and were required to complete four rooms and ablutions within 
eighteen months.141 A 25-year loan of Z$2,500 was allocated to each participant, with the 

                     

139. For critiques of self-help housing, see Burgess, 1978, 1985. 
140. Mafico also criticizes the cost-reduction principle of omitting ablution facilities. The government 
rationale was that locating toilet facilities at one end of the plot reduced the options for plot use, which 
Mafico concludes is òhardly a plausible argumentó since allottees already have extremely limited options. 
141. Only a quarter of the participants ultimately managed to do so, hence the argument that Zimbabweõs 
low -cost housing construction standards were excessively high. 



UNEVEN ZIMBABWE                                          A STUDY OF FINANCE, DEVELOPMENT AND UNDERDEVELOPMENT  
  
 

 

 
 

 207 

provision that it be used to build at least the concrete slab floor, one room and ablutions. 
The programmeõs eligibility required that housing payments (for stand and loan) not 
exceed 27.5% of income (up from the 22.5% in the original housing policy). The result, as 
observed at the surface level, was a relatively impressive initial increase in 
entrepreneurial activity and h ousing delivery, as Kuwadzana reportedly hosted some 
2,000 independent builders. 
 A critique of Kuwadzana, however, would point out that women heads of 
households were continually in danger of being cheated by builders, and that since 
almost all recipients of housing worked during the day there was very little self -help 
involved. As Schlyter (1987, 214) put it, òThe building period was difficult, not just for the 
poorest strata and women-headed households. Enormous sacrifices were made in order 
to raise the money needed in addition to the loan.ó The recipients were not truly of low-
income status; as Schlyter notes, òIt would be more honest to call Kuwadzana a middle-
income housing project in which the low -income population comes in as lodgers.ó 
 Indeed, the cost of building and servicing a house in 1985 was at least Z$9,000 
(Butcher, 1986, 9), leaving the government loan far short of the minimum resources 
required to provide decent shelter. Such schemes became particularly vulnerable to 
raiding by higher -income groups and absentee landlordism, a problem that was to 
become widespread over the years. Moreover, there were no land-purchase or -
ownership cooperatives at Kuwudzana to assist the poor, since people previously had no 
contact with their future neighbour s and were not allowed to live on the site during 
construction. Moreover, Kuwadzanaõs excessive distance (11 km) from the employment 
and shopping offered by the city meant that very little in the way of township planning 
appeared to change from Rhodesian days. In addition, according to Colleen Butcher 
(1986, 10), there was òvery little flexibility to individual households with respect of the 
location and sizes of dwelling units available.ó  
 While generally lauding the project as òquite successful,ó US AIDõs own Kuwudzana 
evaluation report (Abt Associates Inc, 1988, ii) revealed two systemic problems: growing 
arrears on payments by recipients, and violations of US AIDõs cost-recovery policy (due 
to the existence of hidden subsidies). The arrears problem reflected the fact that 
 
 Over one-third of the beneficiaries report having problems making payments 

and nearly 80% indicate that they now have less money to spend on items 
other than housing... Given that beneficiaries have exhausted most of their 
currently a vailable funds; that few have completed four rooms; and that a 
large gap apparently exists between beneficiary and official estimates of 
costs, it is clear that arrears will continue to be a major problem (Abt 
Associates Inc, 1988, 53).142 

                     

142. Ironically, Michael Stone (1993, 6,7) notes that fully one-third of US residents also suffer òshelter 
poverty,ó due to the fact that an unrealistically high percentage of their income is applied to housing. US 
AID officials often remark that they are most satisfied when they succeed in recreating US-type institutions 
and processes in countries they work in. 
 In a similar scheme at Chinhoyi, cumulative arrears reached five times the monthly revenue 
potential.  In Marondera, inhuman tactics were employed, according to US AID consultants (Abt Associates 
Inc, 1988, 47,48,52): òFailure by beneficiaries to pay after notice of being in arrears is then followed by some 
incentives, such as turning off the householdõs water supply. This appears to be effective since the ratio of 
monthly arrears to monthly revenue potential fell from .43 to .07 between June and September 1987.ó 




