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1. Third. World Minerals in the International
Political Economy

Perhaps more than in any other area, the minerals sector^symbolizes
the exploitative relationships which exist between the Third World and the

developed capitalist (Centre) countries. The mineral resources of the Third
World play an absolutely essential and strategic role in the economies of
the centre countries. In petroleum, gold, diamonds, the ores of steel,

aluminium, coppèr, antimony, chrome, cobalt, manganese, lead, zinc, tin and
natural phosphates, the Third World produces a significant share - sometimes
the bulk - of total capitalist world production, the majority of which is
consumed by the Centre Countries, And in many instances, the Third World's
share of production is growing as the dependence of the Centre countries on
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imported materials increases. Within the broad category of primary

products, the mineral commodities exported by the Third World are more stra¬

tegic than their agricultural exports because (ï) the Centre countries have
achieved a high degree of self-sufficiency in food but have become progres¬

sively dependent on imported mineral materials, (ii) mineral resources are

non-renewable, and (iii) they provide essential inputs into manufacturing

industry, which is the basis of the growth dynamic of the advanced countries,,
Thus it is largely through their mineral exports that the Third World sup¬

ports the high incomes and continuous growth of the advanced countries.

The instruments of integrating Third World mineral resources with

manufacturing industry in the Centre have,■historically, been the large,
monopolistic multinational corporations which have engaged in direct
investment in the Third World for extraction of the required raw materials
for export to processing facilities in the Centre. At the same time and

as a result, this pattern of exploitation has resulted in the creation of

deformed, dependent economic structures in the Third World, and the syste¬
matic divorce of resource use from the satisfaction of the basic material

needs of the people in these countries^
It was not always like that. In the precapitalist period the peoples

of what is now the Third World used mineral commodities and substances for

a wide variety of purposes. Copper and iron were used for agricultural

implements and weaponry, gold and silver for currency and jewelry, crude

petroleum as an inflammant. The level of material and technological deve-
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lopment was low, but ..there was an organic equilibrium between needs, wa~ûs,
productive activities and-the pattern of resource use.

That, equilibrium was .permanently smashed by the capitalist expansion

of Western Europe, followed by the United States and Japan. The pattern was

established by the Spanish, plunder of the gold and silver of the Aztec and
Inca empires in America in the 16th and 17th.centuros. Between 1503 and
1660 Spain shipped some 16.8 million kilos of silver and 181,000 kilos of

gold from America^ extracted either through direct plunder or the use of
indigenous slave labour. The. human cost can only be guessed at, as during
that "period the population of Latin America dropped from 40 million to .12

5
million as a result of slaughter, enslavement, disease and culture shock.
In the centuries that followed Africa and then Asia were also to feel the

merciless effects of the looting of human labour and natural resources in

the interests of primitive capital accumulation in Western Europe. Such

primitive capital accumulation, which took the form of money capital in the
hands- of a merchant class, played a critical role in catalyzing the transi¬
tion from Commercial capitalism to industrial capitalism in Europe.

It was.in the age of industrial capitalism that a direct linkage was

established between mineral production in the peripheral areas of the world
and the.industrial systems of the developed capitalist countries. In the
middle and late 19"th century Western Europe's main interest in the peripheral
areas was as a source of cheap agricultural raw materials which would keep
down the. cost of wage-goods at home, thereby stablizing.labour costs. Energy
and. metallurgy - the two principal users of mineral products - were based on

domestic resources, principally coal, iron ore and other metalliferous ores,

hydro-power, and petroleum. But by the end of the 19 th century the situation
was changing rapidly. Depletion of domestic non-renewable resources, rapid

growth of the energy and metallurgical -industries, and the new technology of
large-scale production, all combined to stimulate .a quickly-growing interest
in overseas supplies of mineral materials. Another factor was the emergence

of large, vertically-integrated monopolistic corporations in the Centre

countries, which came to engage in world-wide searches and struggles for
raw materials in order to secure and bolster their monopoly position. The

petroleum industry itseîf was both the fore-runner and the largest single
manifestation of this development. The Royal Dutch-Shell Oil Co. was formed
in 1907 by a merger of Dutch and British interests exploiting the oil of the
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Far East. Britain organized the Anglo-Persian Oil Co. in 1914 to exploit
Persian oil, as the British navy decided to shift from coal to fuel oil.
American oil monopolies moved aggressively into Latin America by the second

decade of the 20th century, and in the 1920's and 1930s the principal U.S.
and European companies fought spirited and sometimes bitter battles for oil
resources and concessions in Latin America and the Middle East^ The lead of

the oil companies was followed by other companies engaged in the basic indus¬

tries, such as copper, aluminium and steel, all of which established overseas

raw material production in the period after the first world war. Moreover,
in the 1930s Japan came on the scene as a major imperialistic competitor for
the raw materials of the peripheral areas, beginning with Manchuria and other
areas in the Pacific. It would be no exaggeration to say that the lust for
mineral resources has been a major factor in inter-imperialist rivalries in

the Periphery, including those leading to the two world wars in the present
century.

Since the second world war there has been a rapid intensification of
the dependence of the advanced capitalist countries on the mineral resources
of the Third World. Apart from the high and virtually unprecedented economic

expansion of the capitalist bloc in this period, two specific factors have
contributed to this development. The United States emerged out of the ashes
of the war in 1945 as the dominant economic power, and the U.S. is relatively
much more self-sufficient in mineral raw materials than the other advanced

capitalist countries. However during the 1950s and 19.60s Western Europe and

Japan grew rapidly relative to the United States, and these latter two are

highly dependent on imported raw materials. At the same time, the United
States has itself become progressively transformed into a country whose
economy depends largely on imports for supplies of a number of its critical
industrial inputs. Already, imports supply a major part of U.S. supplies
of the ores of aluminium, lead, mercury, platinum, tin, titanium, zinc, chrc-
mium, cobalt, colurabium, manganese, nickel and tungsten. And current
estimates indicate that this dependence is likely to become much more pro-
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nounced over the remainder of this century, if present trends continue.

These developments pose two contradictory implications for the countries
of the Third World. On the one hand, the situation is pregnant with possibi •

lities for intensified inter-imperialist rivalries for the resources of the

periphery, as the increasingly mineral-short central countries strive to
secure reliable access to the critical materials they need. At the same
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tine we can also expect intensified efforts to by-pass the Periphery ^
entirely by the use of two strategies. First, the application of technology
for the development of subsistutes, such as nuclear power to substitute for
oil and aluminous clay to substitute for bauxite. The second strategy is

the mining of the sea-bed: it was recently estimated, for example, that the

proportion of world demand in 1980 which could be supplied by 50 sea-bed

mining operations amounts to 10\% in the case of manganese, 66% for nickel
and 397% for cobalt. On the other hand' to the extent that the Third World
share in mineral production continues to grow, it will be able to exert a

growing leverage over the Centre countries as regards the terms on which
these commodities are supplied. Increased conflict therefore, both among

the centre countries and between the Centre and the Periphery, is one broad

possible alternative for the international political economy of minerals
over the next 25 years or so. The other broad alternative is that the centre
countries will be able to dilute their rivalries and secure sufficient coope¬

ration to present a united front to the Periphery^ and ultimately will be
able to cement a new set of alliances with the ruling groups in the Periphery
which will secure an adequate and reliable flow of raw materials in return
for a greater share of mineral-industry surpluses conceded to these ruling
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groups. Again, the petroleum industry represents both the forerunner of
these developments and the symbol of the two broad alternatives. And what

happens in the case of oil will probably establish the pattern for all
mineral commodities for some time to come.

2. The Internal Political Economy of Minerals in Third World
Countries

From the point of view of the Third World we can identify at last
eight outstanding problems relating to the political economy of minerals
which result from the legacy of imperialistic exploitation, and for which
a coherent policy needs to be devised.

(i)The first problem is that our knowledge of the actual and potentially
productive resources in the underdeveloped countries is itself underdeve¬

loped. Our present knowledge of resource availabilities is itself the

product of the uneven, haphazard and socially irrational pattern of imperia¬
list interest and exploitation in the Periphery, Historically, Central

capitalism has shown a marked and understandable preference for (a) countries
whose resources are nearest and most accessible to the markets of the Centre,
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such as the Caribbean, the Middle East, and the coastal regions of Air
and Latin America^ and (b) countries which have virtually opened the;..,. r

up to the rape of international capital, such as Canada, Australia, Brazil
and Indonesia. Thus large areas of Africa, Latin America and Asia have not

yet been subjected to systematic and comprehensive geological exploration,
and we lack anything approaching a complete inventory of the mineral resour¬
ces of the Third World. '••• ;r;o

(ii) The second, and closely related problem is the completely irrational
and uneven development of mineral production among countries of the Periphery,
It is often observed that some of the riches oil-exporting states are those
with the" smallest populations: the United Arab Emirates, Abu Dhabi, Kuwait,
Saudi Arabia and Libya. It is usually forgotten that this pattern is xo a

large extent the result of deliberate political decisions by imperialism,
both to 'balkanise' the Arab world and to allocate oil production to states
without the potential strength and ambitiousness represented by large popu¬

lations, Thus Amin has made the point that if Arab oil income were divided

by the total Arab population the average per capita level would be far more-

modes t]^ The oil pattern has its equivalents in other minerals. Thus in the

1950s Jamaica was chosen for large-scale bauxite production in preference
to Guyana, the Dominican Republic and Haiti at least partly because of poli¬
tical considerations§ and it is obvious that the large proportion of mineral

production supplied by Canada, Australia and South Africa is to a large
extent the result of political decision by imperialism. A more rational

pattern would be based on greater balance in mineral production spatially,
geographically and demographically.

(iii)The third problem is that mineral production has been one of the

principal means by which the Gëhtre countries have drained off surplus from
the economies of the Periphery. Surplus drainage.in this sector is far more

visible than in agricultural production because mineral production is usually

capital-intensive and therefore gives rise to large profits as a share of
total sales. Thus the gross outflow of investment incomexfromthePeriphery
to the Centre now runs at some $7 billion a year, to which should be added

royalties and fees amounting to perhaps as much another $1 billionj and the
majority of this is related to investment minerals (including cil).
Surplus drainage is also intensified by multinational firms through such
methods as biased transfer pricing (over-valuing imports and under-valuing
exports charging subsidiaries extortionate fees for technology and manage¬

ment), and pressuring governments to finance infrastructural works and to
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give generous tax concessions, 4

(iv)Closely related to surplus drainage is the low-Returned Value

(actual monetary'payments to the local economy) from mineral exports hy the

Periphery to the Centre. In'the "bauxite industries in the Caribbean and

West Africa for example, Returned Value amounts to only between one-third and
one-half of the value of exports. This is typical of the situation in other

1 2
mineral industries, such as iron ore and copper (only in recent years have
the oil-exporting countries increased their share in total export value to
well over ^Cff0). Returned Value is low because the surplus, which forms a

large part of total export sales, accrues, to the foreign companies, and most
of the inputs are imported. Returned Value comprises mainly wages, which

represent a small proportion of total costs; and taxes, which are often
low because of the weak bargaining position of the governments and the

transfer-price manipulations of the multinational companies.

(v) In addition to surplus drainage and low Returned Value there are

other, less obvious disseconomies in the present pattern. One of these is

the extremely low national value added based on mineral production in Third
World countries. This, results from the fact that the bulk of the processing,

refining and manufacturing based on the mineral commodities is carried out

in the industrial Centre countries. À classic example is provided by the
bauxite-aluminium industry, where the bulk of the value-added is generated
in aluminium smelting and fabrication. Since these processes are almost

completely located in thè industrial Centre countries, the bauxite-producing

countries, which are relegated to bauxite mining and the production of alu¬
mina (the intermediate product), receive something like 6 percent only of the
value of fabricated aluminium products derived from their raw material. This

general pattern also applies to petroleum, iron ore and other mineral commo¬

dities. ■ ; "•-'••• A-.-. ■

(vi) A similar though not identical diseconomy is the almost complete
tack of backward and forward linkages based on mineral production in the

Periphery. Industries producing inputs for mining and mineral processing,
and utilizing mineral commodities as .inputs, are conspicuous by their
absence. It is astonishing, for example, not a single Third World country
can point to a...major industry manufacturing mining equipment and machinery,
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which could have formed the basis of indigenous capital-goods industries
We have already pointed out that mineral commodities are strategic

inputs into the energy and metallurgical industries, which form the
basis of nature industrial systems. Yet these industries have failed

to emerge in the Periphery in spite of the existence of considerable
resource potential there. c

Lack of backward and forward linkages, and low national value

added, are merely, the reflections of the fact that mineral production
in the Periphery is structurally integrated with industrial production
in the Centre. Hence the linkages and value added take place in the

• ' • I si' r.. ■ ■

Centres that, indeed, is the very reason for mineral production in the
Third World. It is even possible to see this clearly within the struc¬

ture of the large, vertically-integrated corporations based in the
Centre countries s these oompanies extract raw materials from the Peri¬

phery and themselves transform these materials into finished products
in the Centre, thereby internalizing the value added and the linkages
within the firm itself to large extent. .... ...

(vii)An important problem in many Third World countries is the high

degree of expatriate staffing in the mineral industries,.especially in
technical and managerial posts. This is especially marked in many oil-

producing countries and in mining operations in Africa and the Caribbean

Basically this situation reflects deliberate policy by the multinational
firms engaged in the industries, since local labour could be trained to
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perform these tasks without any great difficulty. A policy of expatri¬
ate staffing is one strategy used by the firms to blunt demands for

greater national control over decision-making and for nationalization,
since it enables the firms to point to the alleged incapacity of the
host country to operate the industry on its own. Obviously, expatriate

staffing implies a large leakage out of the local income stream created

by the mineral industry; and more importantly it underdevelops the
national capability to operate and develop the mineral industry in the
national interest. ! »pdnro;

(viii)Pinally and as a general point the Third. Woyld:countries lack
control over decision-making and development strategy in their mineral

industries and for their mineral resources. Lack of control flows from

a number of factors and it is important to be aware of all of them,



since attacking the most obvious while leaving the more subtle ones ^
•untouched, will .not solve the problem. The more obvious factors are (a)
expatriate staffing, (b) foreign ownership and (c) foreign management

(since ownership can be nationalized but management left in foreign
• '
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hands). But lack of control is also due to (d) technological depen¬

dence, which implies that production possibilities are defined in

terms of the technology in use by the international capitalist system
and especially in the Centre countries5 (e) market dependence and un¬

equal market power in the international trading system, which imply
unfavourable terms of trade for mineral exports, and finally (f) parti¬

cipation in the international capitalist system, whioh implies that the
Third World countries are submitted to an international division of la¬

bour imposed upon the world by that system and by the structure of
relative prices which it uses. All of these factors have to be dealt
with comprehensively by any policy for minerals in the Third World.

3. Elements of a Minerals Policy for the Third World

A minerals policy can only be properly developed in the context
of a general strategy in Third World countries for economic liberation,
self-reliance and satisfaction of the basic material needs of the popu¬

lation, especially rural and urban workers, underemployed and unemployed.
Such a strategy must of necessity be based on a correct diagnosis of the
basic physiognomy of dependent underdevelopment. One way to characterize
the problem is to picture the Peripheral economy as a system distinguished

by the absence of a capital-goods sector linked organically to the pro¬

duction of 'mass consumer-goods1 for the masses of the population, as is
„ u' ■ 14the case in the economic system typical of the Centre countries; Instead

the Peripheral economy is dominated by an expert sector oriented towards
the Centre, and it imports mainly 'luxury consumer-goods' for the local
elite. Hence even when local manufacturing production of consumer-goods

manufacturing is initiated, it is geared to elite consumption, and even

when capital-gocdo nanufacturing is developed, it is geared to a consumer-

good industry which is itself oriented to elite consumption.

An alternative way of viewing .essentially the same phenomenon
is to characterize underdevelopment as consisting essentially of two

divergences in the economic system: (i) the divergence "Between the
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structure of resource use (production) and the structure of demand, and

(ii) the divergence between the structure of demand and the structure
1 5

of the real material needs of the mass of the population. Whichever

approach is adopted it is evident that an economic strategy for the

simultaneous resolution of the problems of material poverty and depen¬
dent underdevelopment, should have as its central characteristic the
utilization of indigenous materials as the basic inputs into a" produced
goods sector which produces the inputs into a consumers goods sector
which is in turn commodities for the basic material necessities of the

mass of the population.

It will readily be seen that mineral resources (together with
agricultural resources of course) have absolutely strategic role to

play in such a strategy. Thomas has indentified a relatively small
number of basic materials which are the main inputs into any mature
industrial system - be it of the capitalist Centres or of the Soviet
Union or China. These materials are iron and steel, aluminium,;texti¬
les (natural and synthetic), paper, plastics, rubber, glass, leather,
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cement and industrial chemicals. We are immediately struck by the
fact that the raw materials for these basic materials are found in

great abundance in the Third World as a whole (though with our present

underdeveloped geological knowledge the distribution of specific mine¬
rals is of course geographically uneven). Indeed this is perfectly
consistent with the previous analysis since it is precisely the access

to Third World resources which has facilitated the consolidation of

mature industrial systems in the Central capitalist countries. What

policy instruments should therefore be deployed by the Third World to
ensure that its resources are adapted to a strategy of self-reliance
and need-alleviation? We would suggest the following short list, with¬
out pretending that it is in any way exhaustive.

1. Mineral-resource strategies must■take their orientation and

meaning in the context of a général disengagement from the international

capitalist system,, a rejection of the international, division of labour

imposed by the system and the structure of.relative prices which goes
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with it, and a development strategy which takes the needs of the mass

of the population as the objective of economic growth rather than the

derivative.

2.* Localization of staff and the full and integral nationalization

of ownership and management is an absolutely necessary condition -

though not a sufficient one - for halting surplus drainage and for re¬

orienting mineral resource use in the service of the general economic

strategy.

3. Mineral exports to the Centre will have to be gradually and

progressively phased out. Minerals are non-renewable resources and

every ton of petroleum and mineral ore exported to the Centre represents
that much less indigenous resources available for present or future use

as an input into the local productive system and for the satisfaction
of the people's needs. The Centre countries will have to learn to eli¬
minate wasteful consumption and adapt their economies■and.their con¬

sumption patterns to locally available resources.

4. Organizations of producer countries are an important means of

increasing market power in the international system and improving the
terms of trade and the returns to mineral exports to the Centre, and

they should be use wherever possible. But they should be regarded as a

transitional strategy rather than, as a permanent one, to be. -employed in
the interim period while exports to the Centre are being phased out and
mineral production is being oriented towards domestic use. For it
should be pointed that there is a sense in which the very success of

producer-organizations presumes greater integration with the Centre;
-.and'-also that the effect of producer organizations. is ultimately limited

(i) the development'of substitutes in the Centre countries, (ii) the

mining of the seabed by the Centre countries, and (iii) the use of the
resources of countries such as Australia and Canada, which have powerful

cultural and ethnic links with the.. Centre countries.

5. Policies for local geological exploration must ..be pushed vigo¬

rously, so that the countries of thé Third World can begin to develop
a fuller and more balanced inventory of their available mineral resources.
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6. A serious and concentrated effort for indigenous technological

research and development must he, made, with the objective of finding
new and improved ways and means of utilizing local mineral resources in

each country into the local productive system for the satisfaction
of mass needs. This also implies that consumption patterns should be

adapted to locally available resources .and technology, instead of being
standardized and homogenized across ..the . entire world economy by the mul¬

tinational corporations as instruments of the international capitalist
system. iv :: ...uvxl -,

7. A more ...rational balance, .will, have, to p e. found be twe en speciali¬
zation of particular national spaces in the large-scale production of

particular mineral commodities, on .the one hand, and the, proportional
development of. all .branches of the economy including mineral production,
both within countries and among them in the Third World,

8. Structural integration'of the economies of different national

systems should be pursued in the context of the general strategy. Thus
shoul-d. not be confused with, current regicnal_ integration' schemes which
consist "largely""of" "integrating tire elite markets of different Third World
countries so that they can be better exploited by the multinational cor¬

porations. The kind of integration required has as its objective the

broadening of the resource base and-the market to make more feasible the
initiation of basic producer goods activities oriented towards local

demand, and to facilitate the overall disengagement from the international
•capitalist order. ' . ... 1 f ,-i - : 1

9. Direct state-to-state transactions among Third World states have

the potential of by-passing the multinational corporations and-facili¬

tating structural integration among Third World countries at the expense

of integration with the Centre. This .also .depends- however on the way in
which these transactions are used and the overall•context within which

they are developed.
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