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niE IMPACI' OF STATE OWNERSIDP OF RESOURCES 
ON ECONOMIC AND POUilCAL DEVELOPMENT 

IN SUB-SAHARAN AFRICA 

John J. Quinn 

In the early 1960s, three tendencies dominated the political 
economies of Sub-Saharan Africa: one-party or no party states, state 
ownership of industries and resources, and inward oriented 
development policies. I These patterns emerged to varying degrees 
throughout the region. However, where the second of these variables 
was present in any particular country, so were the other two. More 
specifically, when a government within Sub-Saharan Africa was the 
owner of a significant2 part of its economy, one-party or no-party 
regimes with inward oriented development strategies were the most 
likely political and economic outcomes. 

In this paper, I shall attempt to explore the linlc between state 
ownership of productive property in Sub-Saharan Africa from the mid-
1960s onwards and its effects on both economic and political 
institutions. I argue that when governments controlled the major 
sources of wealth and employment (e.g. patronage), structural 
incentives were set into place which undermined the foundations of 
multiparty regimes and which thus promoted the formation of one-party 
or no-party military regimes. Furthermore, I argue that political and 
economic incentives associated with state ownership of mdustries or 
resources increased the likelihood that these countries would pursue 
more inward oriented development policies. Thus, to reverse the 
argument, where state control of significant parts of the economy did 
not exist, the prospects that any country would have either outward 
oriented development policies or multiparty regimes were higher. 

However, many countries without significant state control of 
industries also had one-party or no-party states or inward oriented 
development policies. Other variables appear to be necessary for multi­
party systems or outward oriented strategies to emerge. Nonetheless, 
no country in this study with significant state ownership of the economy 
had a lasting multiparty regime or pursued an outward oriented 
development strategy} Statistical data will be used to test whether or 
not the incidence of inward oriented policies and one-party or no-party 
states was higher with state ownership or control of the economy. 

The structure of the analysis is as follows: first, the definitions 
of the various political and economic categories are explored; then, the 
historic conditions which led to the emergence of these three tendencies 
in Sub-Saharan Africa are reviewed; next, state ownership of significant 
sectors of the economy and its effects on multiparty democracy is 
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outlined; the~ the nexus between state ownership and inward oriented 
policies is illustrated; and finally, a statistical analysis is used to support 
the claims that where significant state ownership of the economy was 
present. the tendencies towards one-party or no-party systems and 
inward oriented development policies were strongest. 

For the pwposes of this analysis, twenty-three countries for the 
time period of 1966 to 1986 are examined. This period was chosen 
because 1966 was far enough away from independence to see clear 
trends emerge out of the early years of instability. This period also 
represents a time of relative autonomy for African states vis-a-vis 
international donors. Although the IMF began policies anachiog condi­
tions of economic reforms to loan dispersemeots in the early eighties, 
the World Bank first began using economic conditionality in 1986.4 
Furthermore, this period marks a time when the requirements of Cold 
War thinking stressed non-interference in tbe domestic politics of allies 
and clients. The cross section of countries were selected according to 
their influence in the region, the availability of data and case studies, and 
the absence of a devastating war. s South Africa was not included since 
it is so different from the other countries, both politically and 
economically. 

Political Structures 

Three basic regime types were present in Sub-Saharan Africa 
during the time span of this analysis: one-party, no-party (or military), 
and multipany.6 Although many countries moved from one category to 
another, most of the political institutions of Sub-Saharan Africa were 
characteriz.ed by one-pany rule. Of course variations were present in the 
degree of participation among and between these countries, but they 
were nonetheless one-party states. 7 Following Collier's definition, a 
one-party state is defined [viewed?] as one in which 100 percent of the 
seats in the legislature is controlled by one party.S 

Another common regime type found in Sub-Saharan Africa 
during this time is best described as a military or no-party regime. This 
type of rule is often indistinguishable from one-party rule since they 
often have elections in order to gain legitimacy. Therefore, in order to 
differentiate it from one-party. rule, military rule is defined as a regime 
where there are no political parties or an official legislative assembly. 
As Collier's work indicates, these countries usually have this political 
form for only brief periods of time. 9 

The remaining political category of interest is the multiparty 
regime. In this type of rule, regular minority party representation in the 
legislative branch is presenL Also, at least two parties compete for 
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political offices. _ Four countries have been in this category since 
independence: Botswana, the Gambia. Mamitius, and Zimbabwe.1° 
One country, Senegal, initiated competitive elections in 1974-­
transforming itself from a one-pany to a multiparty system. 

Economic Structures 

Perhaps the most influential work to outline the similarities of 
economic structures in Sub-Saharan Africa was the 1981 World Bank 
study, known as the "Berg Repon" .11 In this work, the cornerstones of 
African development policies of large public institutions, heavy 
agricultural taxation, and government ownership of industries and 
productive resources came under attack. The inward oriented policies 
practiced by most African governments were assailed as inefficient, 
wasteful, and counterproductive to growth. The report also singled out 
another policy variable for particular criticism: tbe pervasive use of over­
valued exchange rates for domestic currency.12 Thus, these trends were 
considered to be common to the region. 

While not emphasized in the Berg report, relatively high rates of 
protection for African industrial products appears to have been a trend 
throughout the continent as well13 Protection of industry is one of the 
hal.lmarks of import substitution industrialization (lSI). Most of the 
industrialization within Africa has been in this vein. This protection 
supposedly fosters local industry as well as attracts foreign direct 
investment (FDI). This supposedly allows industries to "learn by 
doing" during an infant industry stage. However, very few African 
industries compete either domestically or internationally. 

Thus, from the Berg report as well as other studies, we learn 
that inward oriented development policies promote production for the 
domestic market at the expense of exports. Such policies include high 
levels of currency overvaluation, taxation on agricultural exports, large 
government bureaucracies, and high levels of protection for domestic 
industry. Policies which promote exports, however, are outward 
oriented in nature. Such policies can include: market-driven [hyphen 
is mine, y .a. correct?] exchange rates; lower rates of protection so 
industries become more competitive; and lower levels of export taxation. 

The Emergence of the Throe General Patterns 

Much of the literature explaining post~lonial Africa's economic 
and political development tends to emphasize such things as a shared 
colonial past, the anti-colonial struggle, the scarcity of formally educated 
citizens, the nature of Africa's involvement in the global economic 
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order, and various ideologies.14 Although these are imponant points 
and merit consideration, more attention needs to be paid to the timing of 
these events. The combination of these variables in conjunction with the 
collapse of the old institutions of power within a relatively shon period 
of time has been underemphasized. 

Unique to the history of the recent political and economic 
institutions in Su~Saharan Africa is the citcumstance that the vast 
majority of these nations came into political existcoce within a sbon time 
span. A great many states achieved independence in a single year: 
1960. As such, these countries in Su~Saharan Africa had their political 
birth within a common general intellectual climate. Ideas such as the 
developmental state, state ownership of resources. and the waning 
legitimacy of capitalism due to the moral superiority of socialism held 
wide sway at this time. Not only were these ideas held and propagated 
by liberation leaders and political elites, bot they were also given 
particular credence by development economists.lS Many scholars 
believed that state control and planning were required to create industries 
with forward and backward linkages, which in tum wete to fuel future 
progress.l6 The gains to state planned development were seen as 
"dynamic", whereas the gains from free trade were seen as "static." As 
such, the clarion call for state control of the tegion's economies was 
sounded from several quarters. The similarities of political and 
economic tegimes in Su~Saharan Africa may thus be partially due to 
widely held and teganled beliefs at the time of dccolonization. 

These intellectual stances had an unusually strong impact at this 
time, since many of the forces that would normally have opposed such 
views had been weakened in much of Su~Saharan Africa. The 
ideological foundations for private property had been greatly 
undermined: Capitalism was widely regarded as being pan of 
colonialism and was widely disacdited. Furthermore, expropriating 
foreign owned enterprises in order to bring important sectors under state 
control was a politically sound move for several reasons. Ftrst, it was 
commonly held that the resources of the country were being drained 
away to Europe through foreign ownership. These funds, many 
believed, could be redirected to domestic purposes and greater 
development for Africans would resulL Second, pleasing foreign 
ownecs was rarely a necessity for one's political survival. In fact, the 
anti-foreign rhetoric of populist campaigns helped propel many of the 
early elites into power. Third, the nationalization of foreign industries 
provided immense sources of patronage for domestic elites. Thus, it 
was not morally or politically difficult for political elites to expropriate 
foreign property-prevailing ideology gave cover to politicians for these 
actions. 
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In addition to the ideological attack against the existing 
instirutions of power. other considerations undermined their strength. 
The top leaders and administrators of these countries. the armies, and 
businesses during the colonial period were by and large expatriates. 
Since the personnel who ran the large instirutions abandoned their 
positions in a relatively short period of time, a tremendous vacuum of 
proven leaders was created. The lack of educational opportunities for 
most Africans and the suppression of indigenous leaders exacerbated the 
difficulty in filling these positions. No ready cadre of administrators, 
politicians aod army leaders existed to oppose the new ideologies-if, in 
fact. they would have so chosen. 

The relatively rapid withdrawal of European interests and 
personnel combined with the lack of an existing indigenous elite with 
interests separate from the newly emerging state gave disproportionate 
advantage to the newly emerging independence movements and their 
ideas. Nationalist leaders needed only to argue for independence in 
order to gain instant legitimacy in the eyes of the indigenous population. 
Other considerations which would ordinarily create lines of political 
cleavage were muffled by the rallying cry of political independence. 
Parties focused on the common goal of dislodging colonial powers. 
while centrifugal tendencies destined to fragment them went unnoticed 
until after independence. Once in power, parties were reluctant to face 
new elections since their chances of electorial victory were no longer 
assured. Other issues became paramount and caused new divisions in 
the political landscape. There was, thus, a strong incentive for political 
elites to embrace and propagate the ideas which consolidated their bold 
on power and which would stave off new competitors for political 
office. Zolberg says that the emergence of mass one-party dominance 

teU[s] us more about the weakness of other groups than about 
the strength of the mass movements, and they demonstrate that 
during the initial political phase even a slight structural increment 
could bring very great marginal returnsP 

ln sum. many forces helped to create the general tendencies of 
one-party or no-party states. state control of resources, and inward 
oriented development policies. In fact, they sprang from similar 
sources. 10e cumulative effect of the independence movements, the de­
legitimation of capitalism within the colonial context. the idea of socialist 
development, the intellectual stamp of approval given statist 
development projects, the weakness of starus-quo forces or opposition 
parties, and political opportunism aU combined to help tip the balance in 
favor of these three outcomes in many parts of Sub-Saharan Africa 
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Government Control of Resources and One--Party States 

Government ownership of resources and control over salaried 
employment impact the political process in three important ways. First. 
when the government holds power over employment in both the state 
bureaucracy and most industries, the stakes in any election are greatly 
increased. Since the government would then have greater control over a 
vast number of jobs and appointments than would otherwise be the 
case, the apportionment of these jobs becomes very politicized. 
Hodder-Williams bas argued that multipany democracy can only survive 
"where two conditions are met: opposition 10 the national government 
must be accepted as legitimate and there must be channels for ~uiring 
wealth and status outside the patronage of government. "1 The 
nationalization or government ownership of major industries gready 
undermines the second condition. Extending the government's 
patronage through state ownership of industry denies opponents access 
to several categories of jobs for themselves or for their followers, 
should they lose an election. Since "government patronage was too 
important to be forgone and the knowledge that governments rewarded 
their friends and punished their enemies," strong incentives were created 
to defect from a losing party.l9 In fact, the steady atttition of politicians 
from losing to winning parties was one of several clear and important 
developments during the first years of independence. 20 The logic is as 
follows: since a party which obtains 51% of the popular vote could 
essentially control all of the patronage available to state elites, the 
political implication is to win the election at all costs. This usually 
caused rampant corruption, since the loss of any election carried with it 
catastrophic political and economic consequeoces.21 

Second. where a ruling elite controls both access to wealth and 
jobs, it significantly consolidates its bold on power by denying would­
be competitors independent bases of support. Opponents thus lack an 
independent source of revenue and patronage from which to launch 
campaigns of opposition. Few wealthy enterprises or entrepreneurs 
exist or are able to bank-roll such movements under these conditions. 
The government-backed party can easily outspend competing parties in 
any election. 

This view of state control over jobs and resources limiting party 
competition is supported in part by the fact that Kenya, Ivory Coast, 
Tanzania, and Senegal have all had de facto one-party systems for at 
least some period of time22 while there were no de jure restrictions on 
new party formation in these countries. In all of these countries the 
government had control over most of the non-agricultural employment, 
and in three of the cases the government owned significant sectors of the 
economy. 
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Third, where the state owns the most productive resources, a 
new class of indigenous entrepreneurs with divided economic and 
political interests is less likely to emerge. The co-optation of the 
exporting capitalist class via nationalization or state ownership of 
industry removes a group of individuals who might have interests 
distinct from import-competing capitalists. This in tum, undermines the 
chances for multiparty democracy to take hold. As several scholars 
have noted. democracy depends on the existence of powerful elites with 
divided interests.23 It is not probable that an indigenous bourgeoisie 
with strong and conflicting interests can emerge in the climate just 
described. 

Evidently, the nationalization of industries did facilitate the 
emergence of an independent and nationalistic bourgeoisie. 2A The 
question. however, is whether or not this new bourgeoisie has a strong 
multiparty tendency. Although it is theoretically possible for multiparty 
democracy to develop without private ownership of productive 
property, it is very unlikely to do so unless there are other sources of 
independent political power which can lead to balanced electoral 
competition. In principle, the existence of other significant "fragments 
of democracy" may compensate for the absence of an independent 
property owning bourgeoisie.2S However, the existence of a strong 
private sector tends to enhance the overall vitality of democratic 
institutions. 

The idea that the existence of a capital-owning bourgeoisie 
on trammelled by repressive state domination faciliwes the c:mezgence of 
democracy has been firmly established in comparative social theory. 
According to Barrington Moore, democracy is most likely to take root 
under conditions of a strong capitalist impulse, where the state is 
dependent on the bourgeoisie for its revenue. Under these 
circumstances, the bourgeoisie can extract the concession of a 
parliament in exchange for the government's ability to increase taxes. 26 
Olarles Lindblom has demonstrated that the form of government known 
as "polyarchy" has existed only where there have been strong and inde­
pendent market forces, and thus a property-owning bourgeoisie. 27 
Perry Anderson has argued that the Absolutist State in Europe had its 
genesis in the crown's ability to gain access to revenue without 
depending on the bourgeoisie for the essential state revenues. In Spain, 
the crown had access to American bullion; in the case of Sweden, the 
crown owned tin mines. In each case, the monarchy procured funds for 
the state and its military without the full cooperation of the 
bourgeoisie.28 In the case of Africa, nationalized industries, especially 
the large extractive ones, are an independent source of revenue for the 
governing elites. Thus, the ruling elites are not dependent on a class of 
owners for revenue and need not grant an independent parliament to this 
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class. 
Unfortunately, land owners in Africa have not usually been able 

to act as an independent and powerful bourgeoisie. Although large land 
owners have been a politically significant group able to force 
governments to lower agricultural taxation and levels of currency 
overvaluation, this was only in a few countries. Most of Africa's 
farmers are peasants who face large collective action costs for political 
organization. 29 Thus, they are not well suited to mount an effective 
challenge to government poliir or to form the basis of an independent 
property owning bourgeoisie. 

Statistical Evidence: Ownership and One-Party States 

Statistical evidence is available to support the link between the 
nature of property ownership and one-party or no-party states. But 
first. the link between state ownership and access to patronage shall be 
explored Africa as a region has a very high level of state employment. 
The following table compares rates across regions: 

Table 1: State Employment as a Percentage of Non-agricultural Wages31 

Ay. S.D. N II T2 D 

Oveal.l 36.37 19.8 38 14.21+· 25.80+• 2.44+• 
OECD 24.2~ 1.5 14 21.59+• 33.66+• 12.15+• 
Asia 36.()11, 20.7 5 9.43+• 16.35+• 1.49 
Labn America 27.4~ 11.8 5 15.17+• 23.72+• 6.52+· 
Africa Ovenll 59.7~ 19.6 9 X X X 
Africa Stare 76.()11, 9.2 5 8.11+• X X 
AfricaNon-Stare 39.4~ 4.2 4 11.30+• 6.95+• X 

Africa Stare: countries wi1h significant Stale ownership 
Africa N~Stare: countries without significant stale ownecship 

It- T-ICSC devialions from OYenll African avmge 
TI- T-ICSC devialioos from Africa Stare 
D - I -tcst: deviarioos from Africa Non-Swe 

•significant at 95~ confidence level fcc' one tail lest 
+significant at 95~ confidence level for two tail test 
All T test reponed as positive numbers. 

What is at first remarkable from the table is that the level of state 
employment in Africa as a percentage of nonagricultural employment 
was significantly higher than the other three regions. This result holds 
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for either Africa overall or with African economies characterized by state 
ownership of most resources. The remarkably high average of 59.7% 
for Africa as a whole is only eclipsed by the 76% average for countries 
with an active state in the economic sphere. Thus, a government can 
dispense two-thirds to three-quarters of these high paying jobs. Even 
where the state does not own most of the productive resources, the 
control over these jobs is very high, at 39.4%. The numbers for Africa 
are higher than comparable numbers for the other regions. Only the 
Asian average shows no significant difference from those African 
economies which are relatively free of state control. All of the other 
categories are significantly lower. Thus, it becomes clear that African 
governments on the whole have more patronage in the form of non­
agricultural jobs than do most other governments from the other 
regions. Moreover, when the state owns a significant share of the 
economy, Sub-Saharan Africa has nearly double the amount of non­
agricultural jobs to dispense-when compared to the next highest 
region. Of course, the question of whether or not there are fewer or 
more multiparty states where the state owns significant parts of the 
economy still remains unaddressed. Examining the incidence of 
multiparty democracy for twenty-three countries from 1966 to 1986, 
one finds that the incidence of multiparty democracy where the state 
owned significant parts of the economy was 7%, as compared to 28% 
where the state did not own such sectors (See Table 2). Furthermore, 
the majority of these year/country points for the 7% nmnber consisted of 
the experiments in Nigeria and Ghana, both of which were quite 
temporary. In another sample of 24 countries and for the year 1985, the 
numbers were somewhat similar. Where there was significant state 
involvement in the economy there were no multiparty regimes; whereas 
where there was no significant state ownership of the economy, the 
incidence was 31%. Since the numbers are significant, one finds at a 
minimum a strong correlation among these two sets of countries and 
multiparty regimes. 

TABLE2 

23 Countties/ 

SwcOwned 
Significant 

21 Years 7% 

23 Countties/ 

SwcOwned 
Insimificant 

28% 

1 Year/1985 0% 31% 
+ Significant for one tail test at 5% 
• Significant for two tail test at 5% 

I -tcst 

6.43+* 

2.31+* 
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State Control of Resources and Inward-Ux>king Policies 

Although the Berg Repon fails to distinguish among the types of 
development policies and the nature of state ownership, there are 
theoretical and empirical reasons to do so. States characterized by 
widespread government ownership of the economy have development 
policies which differ in degree, if not kind, from those countries whose 
economies are not characterized by such government control. The 
former have higher levels of protection of locally produced goods, 
larger government bureaucracies, higher levels of inflation, lower levels 
of overall investment, higher levels of agricultural taxation, and higher 
levels of currency overvaluation. 

Differences in policies should be expected to flow from 
divergent interests of political owners of industries and private owners 
of industries. When enterprises are owned by political managers instead 
of by private managers. they will be run differently. It is taken as given 
among economists that private owners of industries maximize profits, 
resulting in preferences for lower levels of employment, market deter­
mined exchange rates (for exporting firms), low levels of inflation to 
safeguard the value of capital assets, and investment policies to continue 
profitability. Political elites who have control over major f'mns are 
expected to ma.1:imiu political support, rather than ccooomic retums.32 
Hence, the major maximizing strategies followed in Africa should be for 
political suppon rather than for economic growth. 

Government elites have several political reasons to pursue 
policies which result in currency overvaluation, increased wage 
employment, higher levels of agricultural taxation, lower levels of 
industrial investment, and higher levels of inflation. First of all, these 
policies increase rents and perquisites that a government can dispense to 
its supponers. Currency overvaluation allows elites to dole out import 
licenses and scarce currency to politically imponant groups; enlarged 
government bureaucracies or swollen industrial payrolls allow elites to 
provide jobs to followers; and investments are used to promote political 
bases instead of f'mancial ones, resulting in more resources being 
pomed into services instead of reinvestment. 33 

Secondly, higher rates of inflation and lower rates of investment 
may flow from state ownership for other reasons. Since managers do 
not own assets per se and since they cannot bequeath their management 
rights to their heirs, they will probably never benefit directly from the 
sale of these assets and would be personally less concerned with the 
conosive effects of inflation or undc:rinvestment. Also, newly emerging 
industries are more likely to be debtors than creditors and pay a lower 
net rate on debts under conditions of higher inflation. 
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Third. these policies are often paid for by those groups which 
are not politically viable or strong. Since most agricultural production 
comes from small holders and farmers typically have problems 
organizing, the agricultural sector is usually heavily taxed The few 
COlUltties with large and powerful landholders are the exceptions. 34 

Although state owners have many different interests than do 
private owners, state owners share at least ooe significant interest with 
the private owner. Both share the interest that profits or rents from the 
industry not be undermined by excessive competition from either 
domestic or foreign firms. Unfortunately, ascertaining the particular 
interest in protection for any industry can be difficulL Usually the 
interests of any particular industry vis-a-vis protection or free trade are 
determined by studying its lobbying practices. In non-democratic 
counties such as one finds in most of Sub-Saharan Africa, this approach 
is problematic. Instead of trying to determine the interests of any 
particular industry empirically (on a case by case basis), I use a more 
theoretical model to determine a given industry's preferences for 
protection: an abundant-scarce factors model 3S 

According to a factors approach, most of the industries of Sub­
Saharan Africa should seek protection. This approach holds that the 
major endowment factors of a society are scarce or abundant relative 10 
each other within a country. Since free trade should benefit factors 
which are relatively abundant, factors which are relatively scarce should 
prefer protection. Since, the government-owned industries in Africa are 
almost exclusively capital intensive36 and capital is relatively scarce 
everywhere in Africa,37 it should follow that government-owned 
industries would seek protection for their products. As the capital 
intensity of a government-owned industry increases, its preference for 
protection should also increase. Political elites themselves should enact 
protective measures in order to capture larger rents from the ownership 
of these firms. 

As a result of this analysis, it follows that government owned 
industries should push for protection for three reasons. First, the state 
owners of these industries would try to shield themselves from 
competition due to inherent inefficiencies of stateowned enterprises. 
Second. and more importantly, these owners would seek protection due 
to the natural inefficiency of a capital intensive industry in a capital 
scarce enviroomenL Third, any owner should seek to expand their 
profits or revenue flow and would seek to monopolize any markeL 

I argue that protection is afforded to government-owned fmns 
more frequently and at greater rates than they are for privately owned 
fmns in any country. Private flilDS incur higher costs to obtain 
protection since they must compete with other political groups vis-a-vis 
relative tariff levels. Exporting fi.I1Ils, for example would have 
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preferences for a more open trading environmenL The chances of 
private agents to secure proteCtion are thus lower. Also, state owners 
can more easily translate their interests into economic or political policy. 
The costs of lobbying and access to policy makers are negligible when 
those who seek to influence are themselves the policy makers. Private 
firms on average, must spend more energy, time, and resources in 
obtaining favorable policy decisions. When the government is the 
holder of these resources or industries, there are essentially no lobbying 
costs for obtaining protection. The only real costs would be in 
repressing or co-opting opposition to these policies. 

Statistical Evidence: Ownership and Inward Oriented 
Development 

The contention that state owned finDs get more protection than 
purely private fmns is partially snpported by a study of public, quasi­
public and private firms in Kenya. 38 Grosh, in her study of the 
manufacturing sector in Kenya (see Table 3), used the average effective 
rate of protection (ERP) as a means of comparing levels of protection. 
According to her, the " ERP determines whether trade policies create an 
incentive or disincentive for local production. The ERP is the ratio of 
value added at domestic prices to value added at world prices, minus 
one. "39 (See Table 3) She found the ERP for public firms to be 47.1 %, 
whereas the ERP for quasi-public and private were 3.3% and 22% 
respectively.40 Perhaps in an even more convincing comparison, she 
found that only 2.1% of public firms receive no protection in compari­
son to 68.2% and 35.6% for the other categories. Thus, fully 98.3% 
of state owned firms received moderate to strong levels of protection 
and compared to only 64.4% of private firms receiving tbis category of 
protection. Thus the state owned industries have the highest frequency 
of protection, if not the highest rates.41 

TABLE3 

Lev~:ls nf ERP :fublis; Qu~i-mb1js; ~~ 

27~ -2~ 21~ 68.2~ 35.6~ 
14~ - 35~ 85.8~ 19.~ 27.7~ 

SQ!z- 112!1 12.~!1 11.2!1 36.2!1 

In order to test further the proposition that where the government 
owns significant sectors of the economy development policies differ in 
degree, an analysis of macroeconomic data is used. The categories to be 
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tested are the following: 1) the rate of non-agricultural wage 
employment hired by the state Gobs);42 2) the level of currency 
overvaluation for non-CFA zone countries (OV-nonCFA);43 3) the 
pezcent of GOP used for investment;44 4) the level of inflation genenilly 
and for non-CF A zone countries;4S and 5) the level of taxation for 
export crops (Ag Tax-ex) as well as for domestically traded crops (ag 
tax-<lom).46 

Table4 

lm= 1 tm-Q I:.es 

X SD N X sp N 

Jobs 80% 5.5 4 43.5 10.2 5 6.94•_ 
OV-oonCFA 159% 426 122 31% 39 159 332•_ 
Investment 13% 8.71 169 15% 11 313 -3.11•-
lnflatioo 21% 23 155 8% 7 281 6.71•-
lnfl-oonCF A 25% 25 114 8% 7 153 6.71•-
AgTax-<:x 72% 19 166 58% 28 298 6.16•-
A& Ia&:dllm ~3!! 51 166 2S!z 56 3Ql 3.23• 

•Significant at alpha < .01% ND • State Ownership 

These expectations are consistent with available data. All of 
these variables are higher where the state owns significant sectors of the 
economy, except investment where the numbers are lower-as 
expected. Additional evidence which suggests that economies 
cbaracterized by significant state ownership are more inwardly oriented 
comes from the World Bank's data. Although protectionism is only one 
component of inward looking policies, there is a great deal of cross-over 
between the two. In the 1987 version of the World Development 
Report, countries were characterized according to their level of 
economic outward orientation: very outward, moderately outward, 
moderately inward, and very inward. 47 Numbers were assigned to each 
category as follows: 2 for very outward, 1 for moderately outward, -1 
for moderately inward, and -2 for very inward. The results were as 
follows: 
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TableS 
Avenge trade crienlatioo 

NP= 1 

SO N X 

NP-0 T-ICSt 

SO N 

1960-73 -1.6 .55 5 0.0 1.15 4 2.5+ 
1973-86 -2.0 011 5 -1.0 .ott 4 149 ()! 

+ Significant at a< .05% NO = Stale OwDc:rsbip 
*Significant at a < .01% 
I a small number was used in order to make a calculabon 

73 

The table shows that in both time periods. the levels of inwaro 
development were higher for those countries which were characterized 
by large scale government ownership of productive property than they 
were for the other category of countries. 

Thus, all these indicators signify that policy variables do vary 
according to whether <r not the state owns a significant ponion <r sector 
of the economy. They also tend to support the theoretical arguments 
about the differences that exist between the material interests of a 
political/manager class and the material interests of a class of private 
owners. 

Conclusion 

Variables which contributed to the similarities of African political 
and economic policies were the ideology at the time of independence, 
the influence of development economists, the drive for power consoli­
dation by political elites, the delegitimation of capitalism, the great 
influence of early parties in a power vacuum, the natural search for 
protection of industries which were capital scarce, and the pull of 
socialist and nationalist sentiments. However, there was an independent 
effect of state ownership of industries and state patronage. State 
patronage and state ownership of important resources partially 
undermined the existence of multiparty regimes and helped lead to the 
creation of one-party or military regimes as well as reinforced the 
movement toward inward oriented development policies. 

This analysis has advanced both theoretical and empirical 
support for these propositions. An argument for why these structural 
variables could lead to these outcomes was ventured with reference to 
the work of prominent authors whose worlc was shown to be consistent 
with this argument. Furthermore, the statistical data support this 



74 UFAHAMU 

argumenL The correlation of multiparty regimes with states which had 
widespread state ownership of resources was shown to be negative and 
significant. The degree of inward oriented development was 
significantly higher where the state owned or controlled imponant 
sectors of the economy. Policy variables which can be used as indices 
for inward oriented development policies were also significantly 
different for countries where there was widespread government 
ownership of productive property. 

If this analysis is correct, there are broader implications for 
institutions, democracy, development, capitalism, socialism, and 
strucrural adjustmenL Ideas were presented to have a tremendous 
influence in shaping these institutions, especially where the older 
institutions of power have collapsed or are weak. Also, the institutions 
of property ownership matter a great deal in shaping both political and 
economic outcomes. Government ownership or control of significant 
sectors of the economy affects politics in general, and multiparty 
systems in particular. The maintenance of multiparty democracy in 
countries with significant government ownerbip is problematic. 

Even though the ideology upon which inward oriented 
approaches to development is bases has become more and more dis­
credited, 48 this analysis suggests that it would be difficult to open up, or 
make more outward looking, those economies which are characterized 
by widespread state ownership of industry. first, state ownership in 
Africa tends to be in sectors that are capital intensive in a capital scarce 
continent, and are thus not competitive internationally. This would 
doom many of the industries to certain failure. Second, a liberalization 
of markets would take away much of the patronage upon which the 
political elites of the region lubricate the political system. Thus, the free 
reign of markets is likely to result in political suicide for many of the 
elites. The core requirements of structural adjustment programs so often 
prescribed for African economies threaten the central political interests 
of political elites. 

For political and economic development to continue in Sub­
Saharan Mrica, it is clear that government ownership of the most 
productive assets must be abandoned. This does not necessarily mean 
that the goals of social justice must be forsaken. Rather, it suggests that 
the statist model of socialism based on governmental ownership of 
productive enterprise is detrimental to developmenL State ownership 
consolidated too much power in the hands of too few people: corruption 
and real abuses of power resulted in both economic and political 
disasters. Other forms of public ownership may be compatible with 
economic efficiency and social justice. 

The concentration of economic power in private hands which 
often accompanies capitalist systems seems to be compatible with the 
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development of a multiparty regime, even if it does not guarantee it. In 
the case of Sub-Saharan Africa, whenever a vibrant independent, 
capital-owning bourgeoisie emerged, the ptoperty rights which were put 
into place tended to lead to more rapid economic development. Some 
combination of reliance on markets and the search for social justice 
seems inevitable.49 The big question is whether or not both political and 
economic accountability can be built into the same system. 
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APPENDIX 

23 Major African Countties 1966-86• 
Comtties and number of years iD each box 

Stare OwnershiP 
Sjgnificant 

swc OwnershiP 
1.rM Simjficant 

1-party Milit. Multiparty 1-pany Milit. Multiparty 

Benin 13 8 
B<lCSwana 21 
Budci.na Faso 3 11 7 
Bmmdi 21 
Cameroon 21 
Congo 18 3 
Gabon 18 3 
Gambia, The 21 
Gbooa 15 6 
Ivory Coast 21 
Kenya 21 
~ 18 3 
Mwtaga<ra 11 10 
Malawi 21 
Niger 21 
Nigeria 16 5 
Rwaxh 21 
Senegal 8 13 
T31l23Jlia 20 1 
Togo 13 7 
ZaUe 18 3 
Zambia 15 2 4 
Zimbabwe 21 

• not representative of all countties, it excludes countties tom by war, 
South Africa, as wen as othel's 
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