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By Shiran Illanperuma
Originally published at https://triconpoliticaleconomy.substack.com/p/delinking-with-chinese-characteristics
Publication Date: May 16, 2026
When China began its Reform and Opening Up process in 1978, scholars debated whether it was a capitulation to Western capital and neoliberal globalization, or part of a long-game to develop China’s productive forces so as to create the material conditions for economic sovereignty and common prosperity. Only history could bear out the answers to these questions, and only now do we have the data and empirical tools to begin to answer them.
China’s reform-era trajectory, from the marketization process that began in 1978 to the ascension to the World Trade Organization in 2001, has been one of the most impactful entries of any major economy into the world market. China went from contributing less than 1% of world trade in 1978 to becoming the world’s largest trading country. China is now the top trading partner for 120 countries. Over half of the world’s busiest ports are in China.
However, this process of trade integration did not turn China into a mere appendage of the economies of the Global North. China retained sovereign control over natural monopolies while increasing domestic value addition and indigenous technological innovation. Today, China leads in 90% of critical technologies tracked by the Australian Strategic Policy Institute. It is the only country with a complete industrial ecosystem – producing products across every industrial subcategory defined by the United Nations.
We argue that China has both integrated into the global cycle of accumulation and ‘delinked’, borrowing the concept proposed by the Egyptian Marxist Samir Amin. When Amin proposed the concept of ‘delinking’ (déconnexion) as the strategic horizon for peripheral economies, he was careful to specify that delinking was not autarky; it was the subordination of external relations to the imperatives of internal accumulation.
This is precisely what China has achieved, but that outcome has been contingent on a very specific social settlement and institutional structure within China’s political economy. We call this ‘delinking with Chinese Characteristics’.
This article tracks China’s delinking using the Tricontinental: Institute for Social Research’s Structural Dependency Index (SDI). We then explore the social and institutional settlement that enabled this process by deploying the theory of the ‘constructive market’ by Chinese Marxist economists Meng Jie and Zhang Zibin, first translated into English in the international edition of Wenhua Zongheng: A Journal of Contemporary Chinese Thought.
China’s Structural Independence
The SDI is the first serious data-driven attempt to operationalize dependency theory. It draws on Brazilian Marxist economist Ruy Mauro Marini’s analysis of the capital-accumulation circuit (M–C…P…C’–M’) in dependent economies and decomposes it into six dimensions: financial (the monetary or M phase), technological and productive (the production or P phase), commercial and distributive (the realisation or M’ phase), and network dependency – which captures whether an economy occupies a central or appendage node in global value networks. Each dimension is normalized between 0 (maximum autonomy) and 1 (maximum dependency).
China’s trajectory on the panel is an outlier in the Global South. Its composite SDI fell from 0.6492 in 1996 to 0.3140 in 2022 – a 51% reduction, unmatched elsewhere in the sample.
Figure 1. China’s declining dependencies. 

The reduction is sharpest in commercial dependency (0.253 → 0.041), which now sits near the measurement floor. China is the world’s dominant high-technology exporter, with mechanical and electrical products accounting for 58.6% of total exports by 2023.
Meanwhile, network dependency collapsed from 0.442 to 0.255 – this took place mainly after China’s accession to the World Trade Organization in 2001, which enabled China to become a major trade-network node rather than an appendage. By contrast, technological dependency rose between 2001 and 2004 as China deepened its integration into global value chains as an assembly hub. It then fell from 0.543 in 2012 to 0.386 in 2023 as the domestic value addition of production caught up through conscious industrial policies.
While productive dependency fell from 0.716 to 0.413, it remains higher than in South Korea, Japan, or Germany. Distributive dependency is the one dimension that has barely moved, from 0.387 in 1996 to 0.363 in 2022. These outliers reflect a historical condition: China’s gross fixed capital formation – consistently above 40% of GDP for three decades – was initially built on wage compression of migrant labor under the hukou system and on assembly positions with thin domestic value capture.
Figure 2. China’s delinking relative to the Global South (1996-2023)

The contrast with comparators in the Global South sharpens the picture. India’s SDI sits at 0.562 on a period average (1996–2023); its highest scores are in the technological and network categories, reflecting a services-led model in which India remains a node in technology chains rather than a technology generator.
South Korea’s period-average SDI is 0.390 despite OECD membership and the global presence of companies like Samsung and Hyundai – corporate scale does not necessarily translate into systemic centrality. South Korea’s network dependency remains among the highest in the panel because the country produces components for US-led semiconductor and electronics chains without controlling final-market channels.
What the SDI data shows is that China alone had a unique trajectory of simultaneous, multi-dimensional reduction of dependency at scale and speed. We argue that this result is not just a technical achievement but a result of how thoroughly the social, political, and institutional conditions for autonomous accumulation were assembled in China.
Constructing the Socialist Market
The SDI quantifies what changed. It does not, on its own face, explain how. Chinese Marxist economist Meng Jie has spent decades conducting primary research across China’s factories and state institutions to theorize its unique development trajectory. Together with Fudan University economist Zhang Zibin, his theory of the ‘constructive market’ is one of the most rigorous analyses of the architecture of China’s development.
Meng and Zhang’s distinctive theoretical step is to refuse both the Hayekian account of markets as spontaneously emergent and the Soviet-bloc resolution in which the state replaces the market. The ‘market’ in ‘constructive market’ is derived not from neoclassical price theory but from Volume II of Capital: the sphere of capital movement, characterized by the unity of production and exchange. The state does not regulate this market from the outside; it participates within it as architect and operator.
The state’s development strategy introduces a use-value goal into the market, which interacts with the exchange-value objectives pursued by enterprises, placing the former, as Meng and Zhang put it, ‘in a relatively dominant position’. What this means operationally is that the state actively constructs markets on both the supply and demand sides simultaneously, and only in strategic and foundational sectors.
The constructive market is not picking winners within an existing market nor subsidizing private investment after the fact. It is a system in which the state coordinates state-owned producers, targeted credit, technology-transfer requirements, procurement guarantees, consumer subsidies, and regulatory mandates as the prior condition for the market’s existence.
China’s solar photovoltaics, electric vehicles, lithium-ion batteries, and high-speed railway are all results of this constructive market. They are markets that the state constructed before private capital could enter. More importantly, the constructive market prevents the escape of private capital into rentier and speculative ‘chokepoints’.
The Four Chokepoints
Meng and Zhang combine Marx’s circuit with German Marxist Rudolf Hilferding’s concept of finance capital to produce a formal expression of the state’s ownership and regulation of the financial sector: M – {M–C…P…C’–M’} – M’. State-owned financial capital enters productive capital with a primary aim other than profit. As they put it, ‘the primary goal of state-owned capital is to implement the objectives of socialist production and fulfill the tasks set by the national development plans and strategies’.
In this circuit, the state is able to direct M to the targeted sectors and collect M’ in a closed loop that denies private capital the ability to dominate the financial system. State-owned finance capital is the primary chokepoint that prevents private capital from dominating the accumulation process and crystallizing into monopolies – it also enables a long-term planning horizon.
Figure 3. Modified capital circuits with the state-owned finance capital

We add that this architecture is supplemented by at least three other institutional chokepoints that prevent capital from dominating the circuit of accumulation and locks it into competition within strategically defined sectors, thereby rapidly developing the productive forces. These three additional chokepoints are land, infrastructure, and strategic commodities.
In China, urban land is state-owned while rural land remains collectively owned at the village level. This arrangement places a hard cap on capital’s ability to flee competition in industrial sectors to amass wealth and collect rent.
Along with the land, the infrastructure built upon it – roads, railways, bridges, ports, power plants, telecommunication – remains under public control. This infrastructure is governed as a public good, helping keep production and transaction costs down, supporting the real economy, and once again denying private capital a natural monopoly from which to extract rents.
Finally, strategic commodities – from food grains to hydrocarbons and rare earth minerals – are predominantly produced, processed, and traded by state-owned entities. This is supplemented by a complex state-owned system of strategic reserves to stabilize prices during shortages and external shocks. Like other chokepoints, this prevents private capital from entering into an arena where it is incentivized to speculate and raise costs at the expense of downstream production.
The four chokepoints of finance, land, infrastructure, and strategic commodities discipline capital’s exchange-value orientation to the use values set by the state. This is what distinguishes the architecture from ‘developmental’ and ‘entrepreneurial’ states, where public investment generates private returns while equity stakes and operational control are absent. In the Chinese arrangement, state-owned finance capital retains both. The M – {M–C…P…C’–M’} – M’ circuit begins and ends with public capital.
Chinese Delinking in Action
The US-imposed trade and tech war on China provides a natural experiment to evaluate how China’s constructive market responds to external pressure. In one of our previous newsletters, we highlighted how the trade war of Trump 2.0 has created a tendency towards re-compradorisation in the Global South. We argued that the SDI data for countries such as South Korea, Malaysia, and India essentially foretold the capitulation of their elites in response to the threat posed by access to the US market and technology. But this was not the case with China.
Unlike its regional peers, China has not only withstood US tariffs and export controls but has actively built alternative markets and domestic technological capabilities in their place. To understand why this is significant, it helps to trace the specific pressure China was placed under – and what it produced in response.
The pressure began in earnest in October 2022, when the administration of US President Joseph Biden launched what former National Security Advisor Jake Sullivan described as a ‘small yard, high fence’ semiconductor siege: targeted controls on advanced chips, lithography machines, and chip-design software. Over the following three years, the restrictions expanded steadily, eventually placing more than 700 Chinese firms under the extraterritorial reach of the Foreign Direct Product Rule – meaning any product made anywhere in the world using US technology could be blocked from reaching Chinese buyers.
China responded through coordinated mobilization of its constructive market. State-owned finance capital scaled the China Integrated Circuit Industry Investment Fund by $47.5 billion in May 2024, channeling capital into the domestic semiconductor supply chain. Local experimentation across firms such as Semiconductor Manufacturing International Corporation, Naura, Advanced Micro-Fabrication Equipment, and SiCarrier began producing domestic substitutes for the equipment that Chinese foundries could no longer import.
The results have exceeded most outside expectations. In August 2023, Huawei released a smartphone containing a 7nm processor manufactured by SMIC – a feat widely considered improbable, if not impossible, given the restrictions in place. By late 2024, China’s mature-node chip capacity had reached 31% of the global total. Then, in December 2025, Reuters confirmed that a domestically assembled extreme ultraviolet (EUV) lithography prototype was operational and undergoing testing, with functional chip production targeted for 2028.
This is delinking in the sense that Amin meant it: not borders closed against trade, but the institutional capacity to reproduce – at scale and on demand – the technology that the imperial core treats as a monopoly.
Development Praxis for the Global South
The SDI measures delinking from the outside. The constructive market explains it from the inside. Two methods examining the same phenomenon, converging on a single proposition: sovereign industrialization based on autonomous accumulation is, in fact, possible.
Dependency falls when society retains structural authority over capital and subordinates the demands of external extraction to internal accumulation. Where these conditions hold, the SDI falls across all six dimensions at once, as in China. Where any are absent, dependency reproduces itself regardless of who is formally in power. India’s services-led integration and South Korea’s component-supplier integration are the comparator cases.
However, a precondition of China’s delinking and constructive market was the process set in motion in 1949 – the dismantling of private, rent-seeking, and comprador forces. This political process is the origin of the chokepoint architecture mentioned earlier. Where that dismantling has not happened – which is to say, across most of Latin America, Africa, and parts of Asia – the chokepoints are captured by comprador fractions of the domestic bourgeoisie and converted into instruments of dependency reproduction.
The chokepoints are not technologies that can be lifted out and installed. They are crystallised outcomes of a class struggle that elsewhere remains pending. Any account that reads the Chinese architecture without reading the political condition for its possibility repeats the central error of forty years of developmental-state literature.
The constructive market and chokepoint architecture replaces the question ‘what should (or shouldn’t) be nationalized?’ with a sharper one: where in the accumulation circuit does the surplus get captured, and how can the state retain authority over that node?
The IMF and World Bank conditionality across the Global South militate against the kinds of policies and institutional structures described above. Privatization and austerity have stripped states of anti-monopoly disciplinary capacity. However, the partial retreat from capital-account liberalization across the Global South – from Argentina’s currency controls (2011–2025) to Russia’s post-2022 emergency measures to the broader BRICS-plus reflection on alternatives to dollar clearing – is the most consequential institutional reversal of the neoliberal period. Whether that reversal becomes structural or remains episodic is the question on which the rest hinges.
Capital-account governance is the precondition for the other three chokepoints. Without sovereign authority over cross-border financial flows, the surplus that the chokepoints capture leaks out through portfolio repatriation, transfer pricing, and offshore reinvestment, and disciplinary architectures lose their bite, because monopoly capital can always exit. China’s SOEs would not have survived the 1997 restructuring had the renminbi been freely convertible.
Of course, we do not say that the ‘Chinese model’ has solved development for the Global South. Or that there is an easily replicable and transferable ‘Beijing Consensus’. During China’s reform process, Deng Xiaoping popularised the Chinese idiom ‘crossing the river by feeling the stones’. Our proposition is that feeling the stones that China crossed to get where it is today can provide us with the contours of what is to be done in other contexts.
Shiran Illanperuma is a researcher at Tricontinental: Institute for Social Research and a co-editor of the international edition of Wenhua Zongheng: A Journal of Contemporary Chinese Thought. He is a visiting lecturer at the Bandaranaike Center for International Studies.
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Tricontinental Political Economy
By Emiliano López
Originally published at https://triconpoliticaleconomy.substack.com/p/who-owns-the-chain
Publication Date: May 25, 2026
A truckload of lithium carbonate leaves a salar high in the Puna, on the border between Argentina and Chile, where the brine has spent eighteen months evaporating in turquoise ponds the size of small towns. It crosses the Andes, reaches a Pacific port, and sails to China. Some months later, a fraction of that same lithium returns to South America — not as a raw material but as the cells inside an imported electric car, or as the stationary battery in a solar installation, priced at many multiples of what it left at. The mineral made a round trip. The value did not. It got off the boat in Ningde and never came back.
This is not a story about a country that failed to build factories. It is a story about who owns the chain — and it is the productive question that the earlier notes in this series have been circling toward. We argued first that Marxist dependency theory remains the indispensable lens for reading the world economy from the standpoint of the three continents that produce its wealth and keep the least of it. We then showed, through the Baran Ratio, that peripheral bourgeoisies systematically divert economic surplus away from productive investment, and, through the financial leash, how what is not invested escapes as debt service, arbitrage, and capital flight. Each of those notes asked a version of the same question: where does the surplus go? This one asks what follows from it. Suppose a country could keep the surplus and invest it. What should it build — and why would building the wrong thing leave it just as dependent as before?
The high-technology paradox
Begin with a fact that the textbook story of development cannot accommodate. Mexico and Malaysia export far more high-technology goods than Brazil or Argentina. By every measure the World Bank likes to celebrate — export sophistication, manufacturing share, integration into global value chains — they have done what the periphery is told to do. And they are not less dependent on it. They are more.
In our Structural Dependency Index, Malaysia’s technological dependency reads 0.87 and Mexico’s 0.75 — among the highest scores in the entire sample, which here does not yet include the African economies — while China sits at 0.39 and South Korea at 0.40, though they ship just as large a share of high technology. The paradox dissolves the moment one stops conflating exporting a technology with producing it. Mexico and Malaysia assemble imported components into finished goods that cross the border stamped “high-tech.” The chips, the designs, the patents, the machines that make the machines: all of that value is created elsewhere and merely passes through. The country operates as a workshop inside someone else’s factory.
Figure 1. The high-technology paradox.

Source: authors from the project database Dependency Lab-Global South Insights.
Giovanni Arrighi, reading the longue durée of the world system, gave this its proper name: the peripheralization of industrial activities. Industrialisation produces the appearance of development while reproducing the substance of subordination. The factories, the jobs, the export figures are all real; what is absent is the chain — the dense web of suppliers, engineers, and high-value stages that turns a factory into a national productive system rather than a point of transit. The question that decides development, then, is not whether a country industrialised but whether the chain closes inside the national economy or leaks out at every link. There is no clearer place to watch that question answered than in the commodity the world is now fighting over.
Where the value lives
The lithium-ion battery is no longer a niche in the energy transition. Far from it: the battery market moved more than 235 billion dollars in 2023 and is expanding at 15 to 20 per cent a year, which places it among the largest of the emerging industries — ahead, in sheer money, of several sectors that command the business press. Electric vehicles alone account for roughly 72 per cent of demand, and one car in five sold on the planet is now electric.
Behind those figures lies something more consequential. The battery is emerging as the leading sector of a new long wave of growth — the technology, and the cluster of industries it pulls into being, around which a whole phase of accumulation reorganises itself. Kondratiev first charted these long cycles, Schumpeter tied them to surges of innovation, and Ernest Mandel recast the argument in Marxist terms; all of them saw that the economies which master the leading sector tend to dominate the era it defines. For most of the twentieth century, that sector was the automobile, with its oil and its assembly lines, and the industrial hierarchy of the age — from the United States to Germany, Japan and Korea — followed the capacity to build cars and the supplier base that supported it. New energy is now producing its successor, and the lithium-ion battery is its most likely core — the kind of cluster that Carlota Perez calls a techno-economic paradigm and that Arrighi reads as the opening of a systemic cycle. For the periphery, the stakes here are concrete. An economy shut out of the leading sector of a long wave loses the engineering and the supplier base that accumulate around it, and tends to spend the decades that follow importing what it never built the capacity to make.
There is value to be captured here; the real question is where along the chain it sits, and who holds that part. A battery’s worth is concentrated in the cell: cells account for roughly 79 per cent of the total, while final assembly of the pack — the visible, labour-intensive stage that looks most like a factory — accounts for only about a fifth, and a falling one. Within the cell, the active materials, and the cathode above all, account for between 53 and 61 per cent of the cost. For the periphery, the pattern is unforgiving. The two links it is usually invited to occupy — extraction at one end, pack assembly at the other — are the two that create the least value. The midstream, where ore becomes cathode and anode, and both become cells, is where the returns concentrate, and it is the stretch China set out to own.
Follow its share link by link, and a strategy comes into focus that no doctrine of comparative advantage can explain. China holds under 7 per cent of the world’s lithium reserves and extracts less than a fifth of the raw material; it does not have the resource. But climb from the mineral toward the value and its share rises at every step: lithium-carbonate refining near 65 per cent — with Chile at 15 and Argentina at 8, which is to say the triangle’s own brine is refined elsewhere — cathode materials around 85 per cent, anode materials around 95, electrolytes 80, separators 75, finished cells 83, and more than 80 per cent of world production capacity overall, running at over 300 per cent of its own domestic demand. The spherical graphite used as the anode is refined in China for the world market. This is the footprint not of cheap labour or natural endowment but of a deliberate ascent of the value-dense links of the chain — weakest where the value is lowest and strongest where it concentrates.
Figure 2. Where the value is and who holds it.

Source: author’s elaboration based on BloombergNEF, IEA, Avicenne Energy, and Benchmark Mineral Intelligence (2024).
And the advantage was manufactured, not inherited — the part that the development consultants cannot absorb. The price of a battery pack fell from 1,391 dollars per kilowatt-hour in 2010 to 131 dollars per kilowatt-hour in 2024, a collapse of more than 90 per cent, driven by scale and a learning rate — sharpest in cheap, cobalt-free lithium iron phosphate (LFP) chemistry — that competitors in Korea, the United States, and Europe never matched. China did not discover a comparative advantage in batteries and then exploit it. It chose the sector, directed credit and research into it, tolerated years of overcapacity, and built the advantage until it hardened into a fact the rest of the world now treats as natural, even eternal. The market did not produce this outcome; a sustained political decision did.
Figure 3. A manufactured advantage.

Source: author’s elaboration based on BloombergNEF and the IEA.
Set the three findings together, and the round trip of the lithium tells the whole story. The mineral is in the triangle and in other regions (Australia, for instance); the value is in China. The brine evaporates in the salt flats of Atacama and the Puna, ships out as concentrate, and returns — when it returns at all — as a finished cell at a price the exporting country could never capture. This is, in its purest form, the productive dimension of dependency within the dynamics of global value chains, and it is worth being precise about why it is dependency rather than misfortune. The lithium triangle does not lack the resource; it sits on roughly half the world’s supply. It lacks the chain: the refineries, the cathode and electrolyte plants, the gigafactories, the engineers, the supplier firms that feed each stage, the domestic demand that would pull the whole structure into being. Each missing link is a point at which value, employment, learning, and surplus leave the national economy. Extraction without the chain is the twenty-first-century reprise of digging silver from Potosí and watching it sail to Seville. The mineral has changed, but the structure is the same.
Marini’s unfinished circuit
Why does this happen, and keep happening, across one commodity after another? Dependency theory answered the question half a century ago, in language sharper than anything the growth economists have produced since. Ruy Mauro Marini described the circuit of capital in a dependent economy as a truncated circuit. In the classic sequence — money becomes a means of production and labour, which become commodities, which are sold for more money — the decisive moment is production, the phase in which value is actually created and a national economy either thickens or thins. In a sovereign economy, the circuit closes at home: the surplus generated in production is ploughed back into production, suppliers multiply, capability accumulates, and each turn of the cycle leaves the productive structure denser than before. In a dependent economy, the circuit is broken open and rerouted through the centre. The inputs are imported rather than made, the high-value stages occur abroad, and the surplus generated leaks out — through profit remittances, through the financial channels mapped in the previous note, and through the simple fact that the most lucrative links are owned and located elsewhere.
Figure 4. The truncated circuit.

What Albert Hirschman called linkages — the way one industry, planted in the right soil, calls others into existence upstream and downstream — fail to form, or form on the far side of the ocean. The economy industrialises in appearance and disarticulates in fact. This is why the productive lever is not, despite what the previous note might have implied, the investment rate. A country can sustain a respectable rate of investment and still be pouring capital into an enclave with no roots in the rest of the economy. The maquila does not suffer from too little investment; it suffers from too few linkages. The lever is the internalisation of the circuit, the investment that builds the missing links, forces the chain to close within national territory, and turns a node of assembly into an articulated system. What a country produces matters less than whether producing it weaves the rest of the economy together.
Delinking, in reverse
Here, the tradition has to be updated rather than simply repeated. Samir Amin supplied the strategic concept, and the first thing to say about it — because an earlier note in this series, on multipolarity and autonomy, already had to insist on it — is that delinking is not autarky. Amin was explicit: it means subordinating external relations to the logic of internal development, reversing the dependent relationship so that the economy faces the world on its own terms instead of organising its entire productive structure around the needs of the centre. It is a change in who sets the priorities, not a retreat behind a wall.
But Amin theorised delinking in the 1980s, as the Third World project was being dismantled around him, and the concept carried an unavoidable flavour of withdrawal, of stepping out of a hostile world economy. The twenty-first century forces a different reading. China did not delink by stepping out. It delinked by changing the form of its integration, and in doing so, captured the chain that Mexico merely lets pass through. This is delinking in reverse: not less integration, but integration reorganised so that it builds the national economy rather than draining it. The instruments are well documented, and read together they amount to a coherent doctrine — capital controls, so that the surplus could not simply take flight; technology-transfer requirements imposed on foreign investors as the price of market access; state ownership of the commanding heights, so that the most strategic links were never for sale; patient, directed credit from state banks aimed at the segments the country meant to capture; and a selective, conditioned engagement with global markets in place of the unconditional opening the IMF prescribed for everyone else. Isabella Weber has shown that this conditioning of integration — rather than its refusal — lay at the heart of China’s escape from the shock therapy that flattened so much of the rest of the periphery. Beneath all of it runs the old irony Ha-Joon Chang named: the very instruments the rich countries used to climb are the ones they now forbid to those behind them, kicking away the ladder after themselves.
And none of it was improvised. It was written down, plan after plan. China’s Twelfth Five-Year Plan, published in 2011 — before anyone spoke of Chinese dominance in batteries — already named new-energy vehicles, new energy, and new materials among the “strategic emerging industries” (战略性新兴产业) the state would deliberately build, instructing that the new-energy-vehicle industry “focus on developing plug-in hybrid and pure-electric vehicles” and creating dedicated state funds to finance them. Five years later, the Thirteenth Plan sharpened the aim. It set the strategic emerging industries as a target of 15 per cent of GDP and identified, as the technological frontier for new-energy vehicles, the very variable on which the global battery war would later be decided — battery energy density — together with the recovery and recycling of used batteries, the “second chance” we will return to. The next two plans stopped naming the prize and began fortifying it. The Fourteenth, in 2021, made the chain itself the object, and its language is concrete in the original: it calls to “supplement and strengthen the chain” of manufacturing (推进制造业补链强链) and to raise the “whole-industry-chain competitiveness” (全产业链竞争力) of new energy and adjacent fields, to build supply chains at once higher in added value and more secure, and to stand up a global early-warning system for the supply of critical resources. The Fifteenth, adopted in March 2026, closes the logic at both ends at once. It opens a dedicated line for “new-type batteries” (新型电池) — high-capacity electrode materials, high-conductivity electrolytes, composite current collectors, the next chemical frontier of the cell — under an explicit mandate to raise the “self-reliance and controllability” of the industrial chain (产业链自主可控), and it moves to lock the inputs that feed it: reserves of strategic minerals, an edge in rare earths and rare metals, and, once more, the recycling of spent power batteries. Name it, target it, secure it, push the frontier and lock the inputs: four plans across fifteen years, one unbroken instruction. What Western economists now describe as a comparative advantage that somehow emerged was, on the page and a decade and a half in advance, a decision. Read against the staircase of Figure 2 and the price collapse of Figure 3, the plans are not background. They are the blueprint, and each link China climbed had been named before it was taken.
The lithium chain is a socialist modernisation applied. China did not wait to acquire a comparative advantage in batteries; it used foreign minerals, foreign investment, and foreign demand as the raw materials for a domestic build-out, link by link, until the chain closed within its own borders and the advantage became a fact it had manufactured. Delinking did not mean refusing the lithium triangle’s resource. It meant ensuring that the triangle’s lithium was refined, turned into cathodes and cells, and sold at a profit inside China rather than in the country that produced it. The periphery ships out raw minerals and buys back the finished battery; China does the reverse, capturing every stage in between.
Two traps, not one
It would be easy — and it is the orthodoxy’s reflex — to turn all of this into a morality tale about countries that simply “failed to industrialise,” or, in the more sophisticated version, about good institutions and bad. That is the frame Daron Acemoglu and James Robinson made famous: some nations build inclusive institutions and prosper, others fall to extractive ones and stagnate. But the index locates the cause elsewhere. The distance between Mexico and China is not the distance between honest and corrupt institutions; both have run capable, interventionist states. It is a distance in structural position within the chain, and in the political decision to capture that position or let it pass. Institutions matter, but as the instruments of that decision, not as a substitute for it. And the data say something more precise than “failure,” because the periphery is caught in not one but two traps, and the two demand different cures.
There is the assembly-node trap, and Mexico, Malaysia, and Thailand are its clearest cases: high export sophistication, a chain that runs straight through the country and out the other side, technological dependency at the very top of the distribution because the production is real but the value is foreign. The statistical signature is the share of foreign value embodied in their exports: close to a third of the gross value of what Mexico and Malaysia ship abroad was produced elsewhere and merely assembled on their soil, compared with something nearer a sixth for China. These are the economies that look the most modern and rank among the most dependent. The cure here is the lithium cure: capture the value-dense links, condition the investors, build the domestic suppliers, force the chain to root, and so raise the domestic value added in what the country already exports.
Then there is the stagnant-matrix trap, and Brazil is its emblem. Brazil’s technological dependency is far lower than that of the assembly economies — 0.40 in 2023, compared with Mexico’s 0.75 — because Brazil actually built a relatively complete industrial matrix throughout the twentieth century. It is not a maquila. But the snapshot hides the warning the trajectory makes plain: Brazil’s score has climbed from 0.25 in the 1990s to 0.40, the matrix slowly hollowing out — under-invested, low in productivity, reprimarised as soy and iron ore crowd out the more complex sectors — over the very years China’s was moving the other way, from 0.60 down to 0.39. The same neighbourhood today, reached from opposite directions. Brazil’s dependency runs through other channels — the productive and distributive dimensions, the diversion of surplus the earlier notes traced — rather than through assembly. The lever it needs is a different one: not building a chain that was never there but re-dynamising and defending one that exists, arresting the slide back toward primary specialisation, rebuilding the investment and technological intensity that a generation of neoliberalism allowed to decay. But this, as an earlier note showed, requires command of the surplus at the national scale. One periphery has to grow the chain; the other has to stop losing it. Yet both need the same thing: a state capable of bending the productive structure against the grain of the market, and against the interests that profit from leaving it as it is.
Figure 5. Two traps, two shapes of dependency.

Source: author’s elaboration based on Dependency Lab-Global South Insights.
Where the chain is still open
If the argument stopped here, it would be a counsel of despair: the value-dense links are taken, the door has shut, and the periphery may as well resign itself to shipping concentrate. But the battery chain has not finished hardening, and the openings are concrete enough to name, which is what turns the productive lever from a slogan into a strategy.
Begin with the stakes, because they are existential rather than optional. Much of the semi-periphery built its manufacturing base on the internal-combustion automobile — the leading sector of the last long wave — and the dense constellation of parts and assembly plants around it. That sector is now in structural decline as the battery-electric vehicle, the leading sector of the next, climbs toward one car in five sold worldwide. To have built a manufacturing economy on the previous wave’s core, just as the next one arrives, is to face at the moment of transition a stark choice between reconversion and obsolescence. Standing still is not neutral. It is how the manufacturing periphery of one technological era becomes the stranded industrial base of the following one.
And the chain has seams. Concentration is overwhelming at the automotive-cell core, but it thins toward the edges, and the edges are where a state with modest capital and clear intent can actually take hold of a link. Stationary storage — batteries for the grid rather than the car — is the fastest-growing segment of the entire market, its global capacity leaping 77 per cent in a single year, and it is the least monopolised: China’s share sits closer to 55 per cent than to the 80 or 90 it commands elsewhere. It runs overwhelmingly on LFP, which needs neither cobalt nor nickel and favours the very countries that have iron and lithium, and its thresholds of capital and tolerance for error fall well below those of automotive cells. Recycling offers a second entry to the chain altogether: as the first great wave of batteries reaches the end of its life, recovered material will supply a rising share of the lithium, cobalt, and graphite the industry needs, at real margins and a lower technological barrier than primary manufacturing, fed by a domestic waste stream rather than an import bill. And micromobility — the e-bikes and e-scooters already saturating the Chinese market — is a segment worth some 360 billion dollars by the end of the decade, fragmented rather than oligopolised, LFP-compatible, and buildable at 10 to 50 million dollars a plant against the 1 to 3 billion a competitive automotive gigafactory demands.
Figure 6. Where the chain is still open.

Source: author’s elaboration based on IEA, BloombergNEF, McKinsey.
None of this is a fantasy of out-competing CATL head-on. The productive lever for a peripheral state is not a frontal assault on the captured core; it is the disciplined capture of the links where capture is still incomplete — refining its own lithium instead of shipping out brine, anchoring an LFP storage industry on its own iron and lithium, building recycling and micromobility capacity — and then using each captured link as the platform from which to reach the next. This is delinking in reverse, made concrete: not an exit from the battery chain but an entry into it on terms that force the value to stay and accumulate at home.
More than value: jobs and energy
Value capture, on its own, is too thin a basis for the case and understates what is at stake. Consider first what the captured value does. Hirschman’s linkages are, in the end, people working. The maquila employs assemblers and little else; a chain that closes at home employs miners, refiners, materials engineers, cell technicians, equipment-builders and recyclers, and the supplier firms that grow around each of them — work that is more skilled, better paid, and multiplied outward through the rest of the economy. The order of magnitude is telling: a developing country that genuinely builds the chain could move from fewer than 10,000 specialised technical jobs today toward 50,000 to 100,000 by 2030, before counting the indirect employment in suppliers and services that a real industry pulls into being. The difference between assembling batteries and making them is, finally, a difference in how many people the industry puts to work, and how well.
There is a second return the export-led framing misses entirely, and one the Five-Year Plans never lose sight of. In those plans, the battery is never merely something to sell abroad; it is the backbone of a national energy system. The Fourteenth ties new-type energy storage directly to “absorbing clean energy” (清洁能源消纳) and to coordinating “source, grid, load, and storage” (源网荷储) as a single system; the Fifteenth makes new-type storage and new solar cells pillars of a “new-type energy system” (新型能源体系). Set that beside a peripheral economy. Most of the Global South runs a chronic energy-import deficit: it buys its fuel abroad and pays for the privilege in hard currency and external vulnerability. A domestic chain of renewables, storage, and electromobility attacks that deficit at the root; the same build-out that captures value and generates employment also shrinks the fuel-import bill and the dependence that accompanies it. The battery is at once an object of industrial policy and an instrument of energy sovereignty.

Source: author’s elaboration. Storage data from the battery-market study (IEA, BloombergNEF, 2024); framing after China’s 14th–15th Five-Year Plans.
This is why the productive lever cannot be reduced to “industrial upgrading.” Pulled all the way, it moves three things at once — value, employment, and energy autonomy — and each reinforces the others. That convergence is what turns the battery chain from a sector policy into a question of sovereign development: it is one of the few build-outs that simultaneously thickens the productive structure, puts people to work, and loosens the energy leash. Which only sharpens the political question this series has been circling. A return that large is also a threat to someone.
The lever does not pull itself
Which brings us to the political heart of the matter, and to the point where this note hands off to the next. None of this happens by market signal. The market told the lithium triangle to export brine, and it did; it told Mexico to assemble, and it did. Left to itself, comparative advantage is a machine for freezing the periphery in the link it already occupies. Ricardo’s elegant theorem reads, from the underside, as a sentence. The chain closes only when a state decides to do so, overriding price signals, trade rules, and foreign investors, who would all prefer it to stay open.
Here, Amin’s hardest insight returns, the one mainstream development economics will never absorb because it is a class analysis and not a policy menu: the comprador bourgeoisie will not pull the lever. The fraction of capital that profits from exporting the mineral, running the assembly plant, and importing the finished good to sell at a markup depends on the chain staying open for its accumulation. It has no interest in refineries, cathode plants, or technology transfer, because those things threaten the arrangement that makes it rich. Whether it speaks the language of neoliberal technocracy or of national developmentalism, it will not lead to a genuine internalisation of the productive circuit with a sovereign and emancipatory perspective. That requires a different coalition, anchored in the social forces with something to gain from a thicker national economy, as part of a regional process, and nothing to lose from confronting those who keep it thin.
So the productive lever turns out to demand two things at once: an instrument and a hand to pull it. The instrument is the policy architecture China assembled, and the lithium chain makes legible — capital controls, conditioned foreign investment, public ownership of the strategic links, directed credit, and the patient capture of the value-dense midstream. The hand is a state with the autonomy and the class base to wield that architecture against the interests that grow fat on dependency. The transitional moment has widened the space for South-South cooperation and for alternative financing, and Chinese demand and technology now offer the periphery materials its predecessors lacked. But multipolarity supplies the opening, not the will. The lithium will keep leaving the salar as brine until someone with the power to decide otherwise decides otherwise.
None of this, in the end, is only about lithium. The battery chain is a worked example of the task the periphery has always faced: building productive capacity — taking a deposit, a crop, or a cheap-labour platform and turning it into an articulated system that holds the value it creates, and the capacity to keep creating it, at home. We opened with a truckload of carbonate, leaving the Puna and a value that never came back; the whole argument has been about what it takes for that value to stay: the patient closing of the chain at home, link by link. Lithium only makes the lesson legible. The same question waits behind copper, behind soy, behind every commodity the three continents still ship out raw and buy back finished, and who owns the chain is the question of who builds it.
This note has answered that question only halfway. It has mapped the lever and shown, in a single commodity, where it must be applied; what it has not settled is who can grasp it. That is the whole of the next one: the capacity of a state — and of the class forces that work through it — to mediate between the structural constraint and the developmental project, and to turn a lever no market ever will.
Emiliano López is a researcher at CONICET–Universidad Nacional de La Plata and Chief Economist at Tricontinental: Institute for Social Research.
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Neoclassical economics had cast Marxist dependency theory (and other heterodox schools of thought) as a relic – a Latin American intellectual curiosity from the Cold War era, now superseded by globalisation, global value chains (GVCs), and the triumph of market-led development. This verdict, repeated in mainstream economics and political science, had acquired the status of common sense and conveniently erased the fact that dependency theory was not the property of a single region, but a Tricontinental intellectual project forged across Latin America, Africa, and Asia.
The dismissal of dependency theory served a very precise function: it cleared the ideological ground for neoliberalism in the periphery by marginalising classical concepts such as imperialism, structural transformation, and the international division of labour. With these concepts out of the way, there were only prices to get right, institutions to build, and markets to open. Underdevelopment became an original state, and modernisation a linear cookie-cutter path prescribed by the Washington Consensus.
When China’s rise – the most spectacular developmental success of our time – became impossible to ignore, Western academia and policy circles rushed to explain it with the neoliberal toolkit: openness to trade, integration into GVCs, and liberalisation. The fact that China’s trajectory rested on precisely what dependency theory prescribed – public ownership over the commanding heights of the economy, capital controls, conditioned foreign investment, and the subordination of external relations to internal developmental priorities – was systematically obscured. The success of the periphery had to be narrated as a vindication of the centre’s prescriptions.
As the twenty-first century unfolds, the neoliberal order is in crisis. In the core, neoliberalism has led to financialisation and deindustrialisation. In the periphery, integration into GVCs created new structural barriers to technological upgrading (often misdiagnosed as a ‘middle-income trap’). In both the core and the periphery, the result has been social polarisation and a crisis of political legitimacy for the ruling class.
The instability and unreliability of the US-led economic order have created cracks in the neoliberal order’s superstructure. The economic rise of China (now accounting for 30% of global manufacturing production), combined with new efforts at South-centred regionalism (ALBA-TCP, AES) and South-South multilateralism (BRICS+), reflects a new mood in the Global South. The unipolar moment is ending, regardless of Washington’s increasingly erratic attempts to resuscitate it through tariff wars, sanctions regimes, and military provocations. The gilded chains of the neoliberal era – free trade agreements, concessions to foreign investors, and the international intellectual property – are increasingly replaced by blunt instruments.
The peripheral economies of Africa, Latin America, and large parts of Asia remain trapped in patterns of subordination that Paul Baran, Samir Amin, Ruy Mauro Marini, and Theotônio dos Santos would have recognised immediately. Financial hierarchies still discipline peripheral monetary policy through the dollar system and the IMF. Technological concentration in a handful of transnational corporations still excludes the periphery from innovation frontiers. Profit repatriation, interest transfers, and the systematic compression of wages below reproduction costs – what Marini called super exploitation, the mechanism by which peripheral capital compensates for its structural disadvantages by squeezing workers harder than the centre ever needs to – continue to operate as the hidden architecture of global accumulation.
The difference is that these mechanisms now operate through what appear to be voluntary, market-driven processes. The compulsion is no longer primarily colonial; it is embedded in the financial architecture, in intellectual property regimes, in the institutional design of trade agreements, and in the structure of GVCs where peripheral firms occupy subordinate positions by design, not by accident. Yet the intensification of militarization and the open weaponization of tariffs, sanctions, and technology controls – particularly visible since the late 2010s – reveal that coercion has never truly receded. It has, rather, been held in reserve: the lead pipe behind the invisible hand, deployed whenever the softer mechanisms of financial and institutional subordination prove insufficient to discipline peripheral states or contain the rise of competitors. Dependency has not disappeared. It has been laundered – and when the laundering fails, the force behind it is made explicit once more.
For the past three decades, the twin concepts of ‘state capacity’ and ‘good governance’ have been invoked as the key to overcoming underdevelopment. Build better institutions, strengthen governance, reduce corruption, and improve the business environment – these were the mantras of the post-Washington Consensus. Even some heterodox economists embraced a version of this argument, pointing to the East Asian developmental states as proof that state capacity could overcome structural constraints.
What much of this literature refuses to confront is that what has been celebrated as ‘state capacity’ and ‘good governance’ in most of the Global South was often nothing more than the subordination of public institutions and policies to the interests of foreign capital and its local allies. This meant the depoliticisation of economic policy and governance, substituting ‘independent technocrats’ for political representatives. Thus, ‘good governance’ and ‘crony capitalism’ are not opposites but in fact twins.
The neoliberal state in the periphery was never weak or ineffectual. On the contrary, it was quite effective in disciplining labour, asset stripping public enterprises, privatising natural resources, deregulating financial flows, and dismantling industrial policy. State capacity did not fail but was built in the service of a class project; governance was, in fact, ‘good’ for a narrow ruling class.
The peripheral bourgeoisie, unable to directly compete with the more technologically advanced and financially wealthy firms in the core, often willingly entered a junior partnership in the chain of dependency. They embraced a programme of dismantling developmental institutions and smashing the local proletariat and peasantry to secure their domestic class position. They were satisfied playing the role of merchant mediaries to the financial-industrial combines of the core. The IMF may have provided the script, but domestic compradors were often eager performers.
The comprador bourgeoisies of the periphery – local capitalist classes whose profits depend not on developing the domestic economy but on brokering its subordination to foreign capital, what Vania Bambirra called ‘dominated-dominant’ classes – found in neoliberal restructuring the perfect vehicle for consolidating their own position within the global hierarchy of capital accumulation.
The institutionalist and developmental state literature, when uncritically applied to peripheral realities, mystifies this process by treating state capacity as a neutral endowment rather than a contested terrain shaped by class struggle.
Overcoming this impasse requires reconstructing Marxist dependency theory as the cornerstone of a Tricontinental political economy. The standard narrative reduces dependency to a Latin American affair of the 1960s – Raúl Prebisch’s terms of trade, the structuralism of the Economic Commission for Latin America and the Caribbean, and the disappointments of import substitution. Provincializing a dependency theory, a global intellectual project, severs it from its roots in classical theories of imperialism and from the sustained dialogue across Latin America, Africa, and Asia that gave it its analytical power.
One of the earliest analyses of colonial wealth extraction, in fact, originates in Asia, where Indian nationalist Dadabhai Naoroji analysed Britain’s drain of wealth from India – a scholarship that has been developed over time by Indian Marxist economists like Utsa Patnaik. In China, Mao Zedong identified the comprador class as ‘appendages of imperialism’ that actively ‘hinder the development of productive forces. For Africa, Egyptian Marxist Samir Amin analysed how local economies were structurally oriented toward serving external demand rather than internal needs, while Guyanese historian Walter Rodney demonstrated how Europe systematically underdeveloped the continent through centuries of colonial extraction and social restructuring.
These strands of thought constituted an integrated intellectual project, forged through a shared history of anti-colonial and anti-imperialist struggle, and encounters like the 1955 Bandung Conference, the 1966 Tricontinental Conference in Havana, and the 1972 Dakar Conference convened by Amin. Crucially, this tradition understood dependency not as a post-war anomaly but as a longue durée – a structural condition rooted in the colonial foundations of the capitalist world system. Dependency theory articulated a general theory of how global capitalism systematically produces and reproduces structural asymmetries through class configurations that are simultaneously domestic and international – and it did so from the standpoint of three continents, not one.
Building on this tradition, I have developed a dual analytical framework built around two indices. The Structural Dependency Index (SDI) measures objective constraints across commercial, technological, financial, productive, network, and distributive dimensions – capturing how contemporary dependency operates through the entire circuit of capital. The State Mediating Capacity (SMC) index measures the institutional resources available to navigate these constraints – from public-sector control over strategic sectors to capital-flow regulation and industrial policy intensity.
The intersection of these two dimensions generates what I call the Dependency Map:

At one end of this map, we find what I call Non-Hegemonic Autonomy – economies like China, Vietnam, and, to a lesser extent, Malaysia that have managed to subordinate their external relations to internal developmental priorities. What makes their autonomy distinctive is that it does not derive from imperial positioning at the apex of the global hierarchy, but from a deliberate political and institutional strategy: what Amin theorised as the condition for autocentric peripheral development. The hegemonic centres – the United States, Germany, Japan – also display low dependency, but for qualitatively different reasons that reflect imperial extraction rather than developmental achievement.
The most troubling configuration is that of the Subordinate Periphery – economies trapped in high dependency with depleted institutional capacity. Argentina, Chile, Peru, Honduras, Kenya, the Philippines: these are societies where decades of structural adjustment have dismantled the very institutions that might have enabled a different trajectory. The perverse logic here is self-reinforcing – the weaker the state’s developmental capacity, the deeper the dependency, the more difficult it becomes to reconstruct that capacity.
Finally, the most analytically significant – and politically contested – terrain is what I term the Contested Semi-Periphery. India, Brazil, South Africa, Indonesia, Turkey, Nigeria, and arguably Russia occupies this space, where significant state capacity coexists with persistent structural constraints. These economies possess institutional resources that could, under different class configurations, be deployed for genuine developmental transformation. But they remain trapped in contradictory positions: enough capacity to resist full subordination, yet insufficient political articulation to break the structural logic of dependency. It is precisely in this contested zone where the political stakes of the multipolar transition are highest.
The critical insight of this framework is not the static classification but the path of transformation it reveals. The decisive question for the Global South today is how to move from Quadrant III to Quadrant I – from Subordinate Periphery to Non-Hegemonic Autonomy. This is not merely a technical question but also a political one.
The first movement (from III to IV) requires the reconstruction of institutional foundations for autonomous action: rebuilding public control over finance, developing people-centred industrial policy, strengthening fiscal and monetary sovereignty, and regulating capital flows. This is the terrain of ‘state capacity’ and ‘good governance’, but not in the depoliticised sense of the mainstream literature. The state itself is a field of class struggle – rebuilding administrative institutions requires confronting domestic elites that benefit from the existing order.
The second movement (from IV to I) requires the strategic deployment of accumulated capacity to restructure domestic accumulation patterns – what Amin called ‘delinking’, understood not as autarky but as the subordination of external relations to internal developmental priorities. China’s trajectory demonstrates that this requires not isolation from the world economy but strategic conditioning of integration: capital controls, technology-transfer requirements on foreign investors, state ownership of commanding heights, and selective engagement with global markets under sovereign direction.
The contemporary multipolar conjuncture creates conditions more favourable for both movements than the unipolar moment ever did. The institutional architecture of South-South cooperation – BRICS+, the Belt and Road Initiative, alternative development banks, and bilateral arrangements outside the dollar circuit – provides material alternatives to Western-dominated institutions. But the capacity to leverage these opportunities varies dramatically depending on where countries sit in the Dependency Map. Countries in Quadrant IV can extract developmental benefits from new partnerships; countries in Quadrant III risk merely shifting the locus of their subordination from Washington to somewhere else.
This is why class analysis remains indispensable. The obstacle to peripheral development lies not in cultural factors or policy failures, but in the class configurations that peripheral capitalism systematically produces. Comprador bourgeoisies – whether they wear the mask of neoliberal technocrats or nationalist populists – will not lead a genuine process of delinking, because their accumulation depends on maintaining the dependent relationship. The transformation from subordination to sovereignty has never resulted solely from elite-led modernisation. It has always required broad coalitions from below – workers’ movements, peasant organizations, popular forces – capable of articulating a coherent political project that challenges the structural foundations of dependency.
The analytical categories of Marxist dependency theory – super exploitation, unequal exchange, the comprador bourgeoisie, and delinking – remain both relevant and vital today. They are the theoretical weapons forged by a Tricontinental political economy that helps us to understand the structural constraints facing the Global South and identify the political strategies capable of overcoming them.
The multipolar moment opens a door. But doors close. The question is whether the popular forces of the periphery – across Latin America, Africa, and Asia – can build the social movements and political leadership to walk through it.
Emiliano López is a researcher at CONICET-Universidad Nacional de La Plata and Chief Economist at Tricontinental: Institute for Social Research. His recent work develops renewed frameworks for dependency analysis as the cornerstone of the Global South political economy in the multipolar era.
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Our previous note reconstructed Marxist dependency theory as the cornerstone of a tricontinental political economy. That was the theoretical foundation. This note builds the empirical architecture.
If dependency is real, then it should be measurable. However, mainstream economics provides inadequate concepts and tools for measuring dependency. GDP per capita, debt ratios, and current account balances do not capture the multidimensional structure of subordination described by dependency theory, which operates across trade, technology, finance, production, global networks, and surplus distribution.
Three puzzles illustrate this point. Although Chile has a manageable fiscal deficit and per capita income that place it among “high-income” countries, it has one of the highest Structural Dependency Indexes (SDI) in the world. For its part, Brazil is the world’s tenth-largest economy, but it is more subordinate than South Korea. Finally, India has built a globally recognized technology services sector, yet it scores higher on technological dependency than Brazil.
Mainstream institutions cannot see these contradictions because they are not looking for them. For example, the IMF’s Article IV consultations routinely praise Chile for “macroeconomic stability” and “sound institutions,” yet our index places it in the peripheral range of structural dependency, with elevated scores across multiple dimensions. Peru and Colombia, which the World Bank often cites as reformist success cases with “improving business environments,” fall within the peripheral and hyper-peripheral range. South Korea, a country that supposedly graduated from the periphery, an OECD member, and the world’s twelfth-largest economy, registers a mean SDI of 0.390, well below the peripheral threshold but still far from the hegemonic centers rather than among the autonomous powers. The conventional toolkit cannot explain why a country with Samsung and Hyundai has not achieved structural autonomy, its network dependency score (0.678) remains among the highest in the sample, revealing that corporate scale does not equal systemic centrality. On the contrary, as we shall see below, our framework can explain this because it measures not the size of firms but the economy’s position within global networks of value extraction. Doing Business rankings, the Human Development Index, and per capita GDP at purchasing power parity: these indicators obscure the asymmetries because they measure symptoms, not structure.
A tricontinental political economy cannot remain at the level of theoretical denunciation. It must produce analytical instruments capable of distinguishing between economies that exploit multipolar conditions to construct genuine autonomy and those in which dependency mechanisms persist or intensify despite a favorable conjuncture. What follows is the construction and application of the SDI: a composite measure that captures dependency across six dimensions, applied to 31 countries over 28 years (1996–2023). The result is a cartography of the global hierarchy, built from 856 country-year observations.
Classical dependency theory understood that peripheral subordination does not operate through a single mechanism. Marini’s analysis of the dependent capital circuit (M–C...P...C’–M’) showed that external control is exercised at every phase of the accumulation cycle, from initial capital formation to production and finally to the realization and appropriation of surplus value. We translated this insight into a measurement framework. Each of the SDI’s six dimensions corresponds to a specific phase of the circuit and captures a distinct mechanism that constrains autonomy.
Regarding the first phase of the cycle (M-C), we present two dimensions. The technological dependency question asks: Do you innovate, or do you license? The Fourth Industrial Revolution has created new hierarchies of innovation capacity in which peripheral countries face systematic exclusion from research, design, and governance of technological systems. The issue is not the import of machinery per se, but the structural barriers to autonomous technological development that reproduce center-periphery relations in novel forms. We measure the extent to which an economy’s productive structure remains biased toward primary activities rather than technology-intensive ones, and the share of the value embodied in its exports that originates in foreign innovation.
Financial dependency measures an economy’s position within what Bonizzi, Kaltenbrunner, and Powell have called “subordinate financialization”: integration into global financial systems in a position of structural disadvantage. The currency hierarchy that places the dollar at the apex and peripheral currencies at the bottom enables the extraction of what Musthaq terms “new imperialist rent,” surplus appropriation through financial arbitrage made possible by the subordinate status of peripheral monies. This is the most complex dimension of our index, requiring multiple indicators that range from the degree of foreign ownership of domestic assets and the composition of external liabilities to the volatility of the exchange rate and the extent to which sovereign debt must be denominated in foreign currencies. One component deserves mention: the Exchange Rate Deviation Index, the gap between GDP at purchasing power parity and GDP at market exchange rates, which reveals the structural undervaluation embedded in the monetary hierarchy.
In the second phase of the cycle (C...P...C’), we will distinguish two dimensions: Productive and Network dependency. The first one captures the constraints on autonomous accumulation, and it is, as we shall see, the dimension that most sharply distinguishes economies that have transformed their structural position from those that have not. The issue goes well beyond “technological backwardness.” Even countries that have achieved significant industrial development continue to exhibit high productive dependency because the conditions under which peripheral industry operates (subordinate integration into transnational production networks, external determination of technological trajectories, financial pressures that divert surplus from fixed investment) structurally limit autonomous accumulation. We track cost competitiveness, productivity gaps relative to the global frontier, the degree of wage compression, and, crucially, investment deficiency: whether an economy is channelling its surplus into expanding its productive apparatus or diverting it elsewhere. That last indicator will prove decisive. As the data will show, the distinction between economies that invest and those that disinvest is the sharpest fault line in the global hierarchy.
Regarding Network dependency, we ask whether you are a central node or an appendage. Peripheral countries provide inputs and assembly services, while central countries control high-value activities and technological development. We measure this through the asymmetry of a country’s position in global trade networks and its capacity to function as an intermediary rather than as a terminal node. Most countries in our sample remain subordinated within global trade networks regardless of their other characteristics. The promise that “inserting into global value chains” would promote convergence has not materialized; insertion reproduces hierarchy.
The mechanisms that drain surplus from the periphery do not require visible plunder. Emmanuel demonstrated that unequal exchange operates through apparently equal market transactions: when wage differentials between countries exceed productivity differentials, an hour of metropolitan labor exchanges for multiple hours of peripheral labor, creating systematic value transfer even when commodities trade at equivalent prices.
Finally, in the third phase of the cycle (M’–D’), we distinguish between Distributive and Commercial dependency. Distributive dependency operationalizes these mechanisms of surplus appropriation concretely. We track the outflow of realized surplus through profit repatriation, interest transfers abroad, and the gap between the value a country creates in global markets and the value it captures domestically. We also measure the social reproduction deficit: how far public spending on health, education, and social protection falls short of levels needed to sustain the labor force. Contemporary patterns of superexploitation extend beyond traditional wage compression to encompass what Marini identified as the three tactics of peripheral capital: increasing labor intensity, extending the working day, and compressing real wages below the value of labor power, that is, wages insufficient to reproduce workers’ productive capacity, a structural feature of the dependent cycle of capital.
Commercial dependency answers the question: what do you sell, and what do you buy? This dimension captures external control over the realization phase of the capital cycle, where surplus value extraction depends on market conditions determined by core economies. It goes beyond the classical focus on commodity concentration. A country can achieve apparent export diversification while remaining trapped in low-value segments of global production networks, what recent scholarship calls the “peripheralization of industrial activities.” This involves manufacturing export growth coexisting with systematic exclusion from strategic value creation. We track how much of a country’s exports consist of primary commodities versus high-technology goods, how much of the value-added in its exports is domestic, and how dependent its productive apparatus is on imported capital goods.
A methodological note. The six dimensions are aggregated into a single composite score using a weighting method that preserves theoretical consistency: higher values always indicate greater dependency. All indicators are normalized to a common scale, ensuring the index ranges from 0 (maximum autonomy) to 1 (maximum dependency). A country scoring 0.20 retains substantial control over its accumulation process; a country scoring 0.80 has that process determined, in most dimensions, from outside. The detailed methodology, including variable construction, aggregation procedures, and robustness tests, will be presented in the forthcoming academic paper. Our dataset draws on TiVA-OECD, BACI, Penn World Tables, IMF IFS, World Bank WDI, and UNCTAD databases. The sample comprises 31 countries spanning 28 years and three major crises.
Table 1. SDI Dimensions and Operationalization. Source: own elaboration.

The global mean SDI is 0.494, indicating that most countries exhibit moderate dependency. The mean, however, conceals a dramatic architecture of inequality. A standard deviation of 0.201 reflects a world structured into qualitatively different positions, not one converging toward a common standard.
Figure 1. Country Ranking — Structural Dependency Index, Average 1996–2023.

Source: own elaboration based on World Bank, Penn World Table, BACI, and OECD TiVA.
The empirical results organize themselves into the four configurations we mapped in our previous note, defined not by income levels or geographic location but by the interaction between structural dependency and the state’s capacity to mediate it. The SDI captures the first axis of that interaction: the depth and breadth of structural subordination. The second axis, state mediating capacity, requires its own index, currently under construction. A comprehensive mapping of the transitions between quadrants will require both instruments to work in tandem. For now, we begin where the data are ready: the economic-structural plane. What follows is a reading of the data through that framework.
Figure 2. Structural Dependency in the Global Economy, 1996–2023.

Source: own elaboration based on World Bank, Penn World Table, BACI, and OECD TiVA. Countries are classified using the four-quadrant framework developed by López (2026).
At the end of the spectrum, the United States registers an SDI consistently near zero throughout the entire period (mean 0.029). Germany sits higher but still in the low-dependency range (mean 0.220). Japan, the United Kingdom, and France sit in the semi-hegemonic range. Their low scores reflect imperial positioning rather than developmental achievement, a distinction we drew in the first note of this series. What the data add is temporal precision.
Japan’s SDI has increased over the period (range: 0.086–0.520), the only major economy in this quadrant to exhibit rising dependency. The erosion is concentrated in the technological and financial dimensions, reflecting the loss of manufacturing leadership to China and South Korea and the consequences of three decades of stagnation. A position at the apex of the hierarchy is not a permanent entitlement. The data show it can erode.
The United States, by contrast, shows almost no variation. Its autonomy is structural, embedded in the architecture of the global system itself: dollar hegemony, technological control, network centrality. This is not a finding that requires interpretation. It is the baseline against which peripheral dependency is measured.
China registers a mean SDI of 0.334 over the full period. But the static position matters less than the trajectory. China’s SDI dropped from 0.528 to 0.164 over 28 years. Its standard deviation is among the highest in the sample (0.129), reflecting not instability but directional change, the dismantling of dependency across multiple dimensions simultaneously.
The productive dimension is the driving force behind this transition, with the investment component playing a decisive role. China’s gross fixed capital formation as a share of GDP has consistently exceeded 40%, reaching peaks above 45%. These are levels that are unmatched by any other economy in our sample. Our productive dependency dimension captures this directly: as China’s investment rate rose, its productive dependency score fell, dragging the overall SDI downwards. This is because fixed capital accumulation generates the technological capabilities, productivity gains, and domestic market expansion that reduce commercial, technological, and network dependencies in tandem. Investment in productive capacity is not just one dimension among six. It is the lever that moves the others.
The conditions for China’s transformation were historically specific. What the data add to the theoretical argument is precision: GFCF rates above 40%, sustained over two decades, combined with declining foreign value-added content in exports and rising domestic value capture. These are not abstractions. They are measurable policy outcomes.
Malaysia’s SDI trajectory shows the long-term dividend of rejecting IMF conditionality in 1997: preserved state control over the banking system and strategic enterprises translated into lower network dependency scores than Thailand, which accepted structural adjustment. But Malaysia’s greater openness to foreign capital in electronics manufacturing keeps its technological dependency scores elevated, the highest in the entire sample (0.946), a pattern the data make visible.
For its part, the contested periphery is where the data become most damning. In Brazil, the SDI is 0.602, with a standard deviation of 0.043. That number deserves attention: it is the world’s tenth-largest economy, with the largest industrial base in Latin America and a domestic market of 200 million people. Over the past 28 years, its structural position has barely changed. That low variation across 28 years of data is not stability. It is stagnation with a decimal point.
Regarding Argentina, the SDI is 0.763, placing it firmly in the peripheral range. But the headline number obscures a more important finding. Argentina’s distributive dependency score of 0.783 is among the highest in the sample and the dominant dimension in its profile. The surplus drainage is not cyclical. It is a defining structural feature of the economy, and it explains why a country with historical industrial capacity, an educated workforce, and abundant natural resources reproduces crisis after crisis without altering its position in the hierarchy.
At the same time, India’s SDI is 0.562. Here, the explanation is strongly related to technological dependence (0.624), which remains high despite its globally recognized IT sector. The specialization in services has not resolved technological subordination; it has coexisted with it.
At the hyper-peripheral extreme (SDI above 0.80), Thailand, Colombia, Peru, and Mexico exhibit elevated dependency in virtually all six dimensions. Chile, with a mean SDI of 0.711, occupies a position that is revealing precisely because it is counterintuitive: the standard-bearer of neoliberal reform in Latin America, a country classified as high-income, registers a level of structural dependency higher than both Brazil and India. The “model” produced macroeconomic stability and structural subordination simultaneously.
The contrast with China on the productive dimension is devastating. While China channeled surplus into fixed capital at rates above 40% of GDP, the major Latin American economies exhibit investment rates between 15% and 22%. These are insufficient to close productivity gaps, build autonomous industrial capacity, or develop the endogenous technological capabilities that would reduce dependency across the other five dimensions. Their productive dependency scores remain persistently high, not because they lack an economic surplus, they generate one, but because that surplus is systematically diverted away from productive accumulation. The question that our next notes will address is where this surplus goes: financial speculation, profit repatriation, luxury consumption, and capital flight.
The geographic pattern is unmistakable. Latin America is the most uniformly dependent region in our sample. Every Latin American country in the dataset except Costa Rica falls into the peripheral or hyper-peripheral range, and Costa Rica itself sits in the upper semi-peripheral band. This consistency, persisting despite significant differences in size, resource endowments, and policy orientation, suggests that dependency operates through systemic mechanisms that transcend national policy choices.
The contested semi-periphery is where the political question becomes sharpest. Within our sample, India and Brazil occupy this space most clearly: economies with significant state capacity and large domestic markets whose SDI scores nonetheless remain stubbornly high.
Their dimensional profiles tell the story. Brazil combines moderate technological scores with elevated productive, financial, and distributive dependency, the empirical signature of an economy whose surplus is drained through the very channels our distributive dimension measures: profit repatriation, interest transfers, compressed domestic value capture. The institutional capacity exists. The class configuration that would redirect it does not, or not yet. In turn, India presents a different combination: lower financial dependency but high productive and technological scores, reflecting an economy where the services-led growth model has not translated into autonomous industrial accumulation. In both cases, the question is the same: why does state capacity coexist with structural subordination? The SDI identifies the constraint. However, it does not explain the political choices that perpetuate it.
Disaggregating the SDI into its six components shows how different mechanisms of dependency operate with varying intensity and how they cluster.
Network dependency is the most universal constraint, with a mean of 0.624; most countries remain subordinated within global trade networks regardless of their other characteristics. This is the empirical refutation of the promise that global value chain integration would promote convergence. Productive dependency follows closely at 0.525, reflecting widespread constraints on autonomous industrial development even in countries with significant manufacturing bases.
Commercial and financial dependency show moderate mean values (0.400 and 0.337, respectively) but with high variation: these are the dimensions where national profiles diverge most sharply, reflecting distinct modalities of insertion into global markets and financial circuits. Technological dependency sits at an intermediate level (0.423), while distributive dependency (0.423) shows the greatest variation among the dimensions (standard deviation of 0.207), reflecting heterogeneous patterns of surplus appropriation across the hierarchy.
Figure 3. Maps of Dependency by Each Dimension, 1996–2023.


Source: own elaboration based on World Bank, Penn World Table, BACI, and OECD TiVA.
The dimensional maps reveal distinct geographic patterns. Commercial dependency clusters strongly in resource-rich countries. Technological dependency affects both resource exporters and some manufacturing-oriented economies. Financial and network dependencies exhibit more dispersed patterns, reflecting the complex architecture of contemporary global economic integration and the waning of US hegemony amid hyper-financialization in the US and other countries in the Global North.
At this level of disaggregation, the central finding is that dependency is never unidimensional. Countries rarely exhibit a single-dimensional dependency. Instead, it tends to cluster across related dimensions, creating systemic patterns of subordination that reproduce themselves across different historical periods and policy orientations. This is precisely why our framework insists on measuring all six dimensions simultaneously: partial analyses that focus on trade alone, or finance alone, or technology alone, will always underestimate the depth of the constraint. China’s trajectory suggests that overcoming these multidimensional constraints requires comprehensive transformation strategies that address productive, technological, and network dependencies simultaneously. This explains why, despite sustained efforts to grow and diversify, most countries remain locked in subordinate positions.
Our data settles the question. The first is empirical: dependency is not a metaphor from the 1960s but a measurable structure that persists across 28 years, three global crises, and radically different national policy orientations. The SDI hierarchy, from hegemonic centers to the hyper-peripheral extreme, has been remarkably stable for almost three decades.
The second is about possibility: structural transformation is possible. China’s trajectory from 0.528 to 0.164 is the proof. But the productive dimension tells us how it happened, through sustained investment in fixed capital at rates no Latin American economy has approached, generating cascading reductions in technological, commercial, and network dependencies. The lever is identifiable. The conditions under which it can be pulled are specific and demanding.
The third issue is the question that the SDI opens but cannot answer: why do some ruling classes reinvest the surplus into productive accumulation, while others divert it into finance, luxury consumption, and capital flight?
The index measures this constraint. However, it does not explain the decisions that reproduce it. To achieve this, we need a different kind of analysis: one centered on class configurations, domestic political coalitions, and the institutional arrangements through which surplus is allocated. We will develop that analysis in the next note, following the surplus, to see where it goes.
We have the map. Now, we will follow the surplus.
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Paul Baran opened The Political Economy of Growth (1957) with a question that most development economists still refuse to take seriously: if peripheral economies generate an economic surplus — the difference between what society produces and what it needs to reproduce itself — why does so little of it translate into productive development? The surplus exists. In many cases, it represents a substantial fraction of national income. The obstacle is not scarcity. It is what the ruling classes do with what they extract.
Baran distinguished between the actual surplus — what is in fact saved and accumulated — and the potential surplus: what an economy could accumulate if the existing social order did not squander it. That squandering takes four forms: the excessive consumption of the propertied classes, unproductive labor, the irrational organization of production, and unemployment. In underdeveloped countries, the combination is crushing. Landowners spend their rents on luxury imports and urban residences rather than on improving agricultural productivity; merchant capital circulates in usury and speculation rather than in industry; foreign monopolies repatriate profits rather than reinvest them locally. Baran documented this with empirical care: “the bulk of this surplus is not used to expand and improve productive plant and equipment.” Large portions flow abroad, are consumed conspicuously, or are absorbed by financial operations with no productive content.
Baran and Sweezy extended the argument in Monopoly Capital (1966): under monopoly capitalism, the surplus tends to rise as productive investment outlets contract, pushing capital toward financial rather than productive deployment. What this framework still required was a class analysis, that is, an identification of the specific social agent whose choices produce these outcomes. Vania Bambirra, writing from within the Latin American dependentist tradition, supplied it. She undermined two illusions at once: the expectation of an anti-imperialist alliance with a “progressive national bourgeoisie”, and the CEPAL developmentalist conviction that industrial capital would organically drive national transformation. Both misread the class that actually existed in Latin America. The big bourgeoisie there was not a frustrated national bourgeoisie awaiting the right conditions to invest productively. It was a class whose accumulation was constitutively articulated with imperialism — dominant domestically, subordinate internationally — whose material interests ran against the kind of development both traditions hoped it would lead.
The Baran Ratio measures the share of the economic surplus — GDP minus total compensation of employees — that reaches gross fixed capital formation: machinery, infrastructure, equipment, and the material foundations of productive capacity. This captures something that investment-to-GDP ratios obscure: dividing investment by total output conflates the surplus controlled by capital with the wage income earned by workers. The question Baran was asking is not how much of total output a country invests, but how much of the surplus that ruling classes control gets redirected toward productive accumulation — and how much does not. The two things can move in very different directions, and, in the periphery, they do so systematically.
Figure 1. Baran Ratio by Structural Position (1996–2023)

Source: own elaboration using data from WB and PWT.
The global mean Baran Ratio across our 36-country sample is 50% — about half the surplus reaches productive investment. That average is less informative than what lies beneath it: a gradient that is not random, not the product of differential endowments or institutional accidents, but a structural expression of position in the global hierarchy of capital.
Over the full period 1996–2023, South Korea reinvests 70% of its surplus productively; China, 64%. But these full-period averages flatten a trajectory that has moved sharply. Since 2013 — the year China peaked at 98% and began stabilising at a new structural floor — the picture is substantially different: China has averaged 88%, South Korea 74%, India 73%. Western economies, meanwhile, have moved in the other direction. Germany averaged 67% in 1996–2012; since 2013, it has averaged only 60%. France held at 63% and has since risen to 66% — an outlier in a group that has generally seen productive reinvestment compress as financialization deepens. The United States has remained stable at around 53–54% across both periods, reflecting the particular structure of American capital accumulation. At the bottom, Latin America’s Subordinate Periphery has averaged 36% across the full period and has not meaningfully improved: Argentina moved from 25% to 32% between the two sub-periods, Mexico from 37% to 34%.
What makes this hierarchy analytically significant is that it does not align with output per capita, resource endowment, or even nominal investment rates. It aligns with the degree to which the state has historically subordinated surplus allocation to productive ends, and, behind that, with the class configurations that made such subordination possible or foreclosed it. The correlation between the rate of surplus value and the Baran Ratio across countries is r = −0.778, with exploitation highest and productive reinvestment lowest. In the dependent nations, high exploitation and low reinvestment are not independent tendencies. They are two faces of the same class strategy.
Figure 2. Structural Profile by Position in the Global Economy

Source: own elaboration using data from WB and PWT.
The radar chart makes visible what the aggregate numbers suggest but do not fully show: the structural profile of Western economies is not simply different from that of the periphery, it is constituted in relation to it. Arghiri Emmanuel’s theory of unequal exchange offers a crucial complement to the Baran Ratio. Where Marx analyzed exploitation at the point of production within a national economy, Emmanuel showed that exchange between nations with systematically different wage levels transfers value from low-wage to high-wage economies even in the absence of any explicit mechanism of coercion. The relatively lower surplus value rates in Germany and France, at 0.48 and 0.53, respectively, compared with 1.35 in Argentina and 1.73 in Peru, are not simply the result of more productive technology or stronger labour mobility in the centre. It is partly sustained by the terms on which Northern capital imports goods produced under conditions of super-exploitation in the South, capturing in the price differential a portion of the value produced under lower wage conditions. The low exploitation rate of the North and the high exploitation rate of the South are not independent phenomena — they are connected through the circuits of the world market. What Figure 2 shows as four distinct structural profiles is, from this angle, a single system with a hierarchical division of labour, surplus, and reinvestment.
Figure 3 ranks all 36 economies by their mean Baran Ratio over the period. The visual makes the regional clustering unmistakable: Latin American economies occupy the bottom of the distribution almost without exception, while East Asian and Western European economies concentrate at the top. The gradient is not a continuum — it has breaks that correspond to structural positions
Figure 3. Country Ranking: Productive Surplus Utilization (1996–2023)

Source: own elaboration using data from WB and PWT.
In 1996, China reinvested 29% of its surplus productively, below the Latin American mean at the time. The figure is worth holding for a moment: in the mid-1990s, Chinese workers produced a surplus that was, proportionally, less productively reinvested than in Argentina or Colombia. By 2008, the ratio had reached 60%, and by 2013, it peaked at 98% — virtually the entire surplus was redirected toward productive investment, a value unmatched in our dataset. By 2023, it had settled at 88%, still far above any comparable economy. What the trajectory describes is not simply growth but structural transformation: a threefold increase in the productive utilization of surplus over three decades, sustained across political cycles, financial crises, and shifting global conditions.
The mechanism behind this trajectory is not mysterious, but it requires careful specification. China’s Baran Ratio did not rise because of China’s transition from a socialist system to a capitalist system after the reform and openness. This is a Eurocentric explanation: all processes in the world must follow the logic of European modernity. China was not more efficient because market forces happened to favour productive investment. It rose because successive Five-Year Plans subordinated the allocation of surplus to explicit productive targets — not as technocratic exercises in resource allocation, but as instruments for integrating national value chains, developing domestic technological capacity, and progressively moving the productive structure up the ladder of complexity. Where Western economies since the 1970s channelled a growing share of surplus into financial valorization — shortening the circuit of capital, inflating asset prices, and progressively decoupling financial returns from productive activity — China’s state maintained the long circuit: surplus into productive investment, productive investment into expanded capacity, expanded capacity into a deeper integration of the national productive structure. The result is visible not only in the Baran Ratio but in the composition of Chinese exports, which moved from low-value assembly to high-complexity manufacturing over precisely the period in which the ratio climbed.
Giovanni Arrighi, in Adam Smith in Beijing, attributed China’s rise to the Smithian logic of the division of labour and market expansion. What the Baran Ratio shows is something different: the Chinese trajectory is driven not by exchange but by the systematic direction of surplus toward fixed capital investment — a logic that is closer to Marx’s analysis of expanded reproduction than to Smith’s account of commercial development.
This matters for the broader argument of this article because it illustrates what the framework that we have developed in our previous article, Building Sovereignity, captures through the productive dependency dimension of the SDI: the degree to which an economy controls its own productive structure, rather than occupying a subordinate position in value chains controlled from outside. China’s ascent was simultaneously a rise in the Baran Ratio and a reduction in productive dependency — the two processes are not independent. The capacity to reinvest the surplus productively and the capacity to develop an autonomous productive structure reinforce each other: investment deepens the value chain, and a deeper value chain generates the productivity gains that expand the investable surplus. This is the developmental dynamic that dependency theory predicted was possible under specific political conditions, and which the data confirms was achieved in China over three decades.
Figure 4. Baran Ratio by Geographic Region (1996–2023)

Source: own elaboration using data from WB and PWT
The 2008 crisis marked a visible inflection in the regional trajectories. For Western economies, the exit from the crisis did not restore the productive circuit; it deepened its disarticulation. The response of central banks and treasuries channelled extraordinary liquidity not toward productive investment but toward a new cycle of financial expansion, initially through quantitative easing and near-zero interest rates, and subsequently through the leveraged growth of technology platforms whose valuations rest less on productive capacity than on monopoly rents over data, attention, and digital infrastructure. The interlocking of big tech valuations with financial markets — and, increasingly, with the arms industry through defence contracts and dual-use technologies — has produced a form of capital accumulation that is simultaneously highly concentrated and structurally disconnected from the production of goods and services. The internal productive chains of Western capitalism, progressively outsourced since the 1970s and never reconstructed after the crisis, cannot absorb the surplus generated by financial expansion. The result is visible in the data: Western Baran Ratios, already declining before 2008, continued to compress afterward, while the financial sector’s share of corporate profits expanded. The surplus is being reinvested — but into circuits that inflate assets rather than productive capacity.
Figure 5. Baran Ratio Trajectories: Three Structural Patterns (1996–2023)

Source: own elaboration using data from WB and PWT
Argentina reinvests 28% of its surplus productively over the 28-year period, the lowest in the sample. Peru sits at 33%, Colombia at 34%, Mexico at 36%, and Chile at 38%. Germany averages 64% over the same period. France 64%. The United States 54%. Argentina allocates less than half of what Germany does, proportionally to the surpluses each economy generates, in a country that has spent half a century trapped in cycles of stagnation, debt, and deindustrialization. Brazil, at 42%, is the strongest performer in the region, and the gap with Argentina and Peru reflects the partial state capacity that Brazil has managed to preserve — public banking, Petrobras, BNDES — rather than any fundamental difference in class structure.
What makes these figures structurally distinct is not only the low reinvestment rate but the combination. Argentina’s workers produce 1.35 units of surplus for every unit they earn, an exploitation rate nearly double that of German or French workers (0.48 and 0.53, respectively). Peru is more extreme still: a rate of surplus value of 1.73, meaning workers generate almost three times their own wage in surplus, while the economy directs only 33% of that surplus toward productive investment. Colombia (RSV 1.56, Baran 34%), Mexico (RSV 1.35, Baran 36%): the pattern repeats across the region with a regularity that rules out coincidence.
Ruy Mauro Marini’s Dialéctica de la dependencia (1973) identified the mechanism connecting these two facts. In dependent economies, local capital faces a structural disadvantage against the technological superiority of foreign firms. It compensates through what Marini called super-exploitation of labour: the intensification of work beyond its normal limits, the extension of the working day, and the reduction of wages below the value of labour power itself — not just the extraction of surplus value, but the compression of wages below what workers need to reproduce themselves. Super-exploitation magnifies the surplus extracted. But this enlarged surplus does not return to expanding productive capacity. Because dependent production is oriented toward external markets rather than the domestic consumption of workers — who are simultaneously the primary producers and the systematically excluded consumers — the circuit of capital in the periphery separates production from the realization of value. The surplus finds its outlet in exports and in the luxury consumption of the classes that appropriate it, not in expanded reproduction of the domestic economy. The wages compressed by super-exploitation cannot sustain an internal market, and the surplus magnified by super-exploitation does not fund productive investment. Both mechanisms reinforce each other in a self-reproducing loop that our data registers across thirty years.
Figure 6. Structural Dependency and Productive Surplus Utilization

Source: own elaboration using data from WB and PWT
Figure 7. Rate of Surplus Value and Baran Ratio by Country

Source: own elaboration using data from WB and PWT
This is not exclusively a Latin American story. Walter Rodney’s How Europe Underdeveloped Africa (1972) showed that the systematic extraction and misdirection of surplus from colonised economies was the historical foundation on which both European development and African underdevelopment were simultaneously constructed. The colonial social structures that emerged from that process — classes whose wealth derived from resource extraction and intermediation rather than productive development — carried the same logic into the post-independence period. South Africa’s Baran Ratio of 41%, alongside an RSV of 0.77, registers the accumulated weight of a class formation shaped by that history. The Double Drain, in this sense, is not an economic phenomenon with a political dimension; it is a political-historical construction that expresses itself through economic numbers.
The wage share across the Subordinate Periphery averages 46%, compared to 61% in advanced Western economies. More is taken from labour than in the centre. Less reaches the productive apparatus than anywhere else in the sample. And the productive backwardness that results from low investment perpetuates the conditions that make super-exploitation necessary — closing the circle that Marini described as the dialectic of dependency.
The standard explanations — institutional weakness, policy uncertainty, unfavourable business climates — treat symptoms as if they were causes. The data shows a class pattern, and the class pattern has a logic.
Baran documented where the surplus goes when it does not go into productive investment. Foreign monopolies operating in underdeveloped countries, he showed, do not reinvest their profits locally: “that portion of which the monopolist combines takes the largest share is not used for productive purposes. It is not reinvested in their own enterprises, nor does it serve to develop others.” What does not flow abroad “is used in almost the same way as the landowning aristocracy uses it — luxury consumption, urban real estate, and financial speculation. And: “strong sums are taken abroad, held as protection against currency devaluation or as a reserve to ensure a decent retirement in case of social and political disturbances.” Capital flight is rational behavior given the structural position of the class that practises it.
The domestic bourgeoisie operates by the same calculus. Its accumulation does not depend on developing the national productive apparatus but on intermediating resource extraction, brokering foreign investment, and managing the financial circuits through which surplus exits. Bambirra showed this was not bad luck or misguided policy but the structural outcome of how capitalism was inserted into Latin America from the beginning. The propertied classes that emerged from that history have no organic interest in productive national development — they have an organic interest in the conditions that make their existing accumulation possible: the conditions of dependency.
This is why associated development has produced the same result across different political cycles. Argentina’s 28%, Mexico’s 36%, and Colombia’s 34% are not the consequence of bad policy choices. They are the consequence of treating as a subject of development a class whose power rests on the combination of domestic dominance and international subordination that development would dissolve. Keynes observed, from a different political position entirely, that capital responds to the cold calculation of short-term advantage rather than to national projects. In the periphery, that calculation runs against productive reinvestment with a consistency that no incentive structure has managed to disrupt.
The data also shows the other side. Under different political configurations, the surplus has been redirected. What separates the trajectories at the top of our distribution from those at the bottom is not resources, geography, or endowment. It is the degree to which the state has developed the capacity to impose a different logic of surplus allocation — and the social and historical conditions that made that capacity possible or foreclosed it.
Samir Amin called this delinking: not withdrawal from the world economy, but the subordination of external economic relations to internally defined developmental priorities. The concept operates simultaneously as a diagnosis and as an orientation — it names what successful cases have in common and identifies the structural condition that autonomous development requires. Where states have retained or built institutional instruments to condition how capital uses its earnings — public banking, capital flow regulation, strategic industrial policy, public ownership in commanding sectors — the surplus has consistently reached productive investment at higher rates. The framework that we are developing captures this through the State Mediating Capacity index, which operationalises the degree to which state institutions can act with relative autonomy from the immediate interests of the dominant fractions. An autonomy that is never given by institutional design but won through the specific configurations of social forces that particular historical moments produce.
The Contested Semi-Periphery — Brazil, India, South Africa — occupies the most analytically significant terrain precisely because it demonstrates that the outcome is not predetermined. Brazil at 42%, India at 66%: these are not accidental. They reflect the partial survival of developmental state instruments alongside the persistent constraints of peripheral insertion. These economies have enough institutional capacity to redirect the surplus differently, yet not enough to do so consistently — caught between the possibilities their state apparatus opens and the class configurations that narrow them. That tension is not a transitional phase on the way to resolution. It is the permanent condition of this position in the hierarchy, where the balance of class forces remains genuinely open in ways it is not at either extreme.
The bourgeoisie’s systematic failure to lead productive national development in Latin America is not a character defect or a cultural trait; it is the predictable expression of a class whose position in the global hierarchy is organised around extracting and transferring value rather than expanding the productive basis on which all other possibilities depend. Bambirra understood this not as a moral judgment but as a structural analysis: a class constituted through dependency cannot become the agent of its dissolution without ceasing to be what it is. This does not foreclose alliances or coalitions with specific capitalist fractions under specific conditions, but it places those alliances in their proper subordinate position — as instruments of a developmental project whose direction and social content must be defined by other forces if it is to be defined at all.
The Baran Ratio measures, year by year and country by country, the outcome of these struggles over the destination of the surplus. What the data cannot resolve is the open question of the present: whether the partial institutional capacities that still exist in parts of the Global South will be expanded, consolidated, or progressively eroded. That depends on processes the ratio does not capture: on organisation, on coalition, on the political intelligence of forces that understand what the numbers mean. Thirty years of evidence across 36 economies establishes the structural baseline. What gets built on top of it, or against it, remains to be determined.
Emiliano López is a researcher at CONICET–Universidad Nacional de La Plata and Chief Economist at Tricontinental: Institute for Social Research.
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The artwork in this dossier illustrates the Faustian bargain that all African countries have to make, which comes at a cost to their financial, industrial, agricultural, and political sovereignty. The images are created by members of Tricontinental’s art department.

On 20 June 1960, Senegal won its independence from France. Two years later, on 31 August 1962, Senegal became a member of the International Monetary Fund (IMF). Almost two decades after independence, in 1979, Senegal entered into an arrangement to gain credit in exchange for more IMF control over Senegal’s economy. From 1979, Senegal’s many governments have sought IMF assistance over twenty times over the forty-six years since then. The IMF arrangements have had different names: Extended Fund Facility, Extended Credit Facility, Standby Arrangements, Structural Adjustment Facility Commitment, Enhanced Structural Adjustment Facility, Concessional Facility Arrangement, Poverty Reduction and Growth Facility, Exogenous Shock Facility, Rapid Credit Facility, Rapid Financing Instrument, and Standby Credit Facility. But their essence is the same: in exchange for the IMF’s help, including accessing funds from the private and public credit markets, the government of Senegal has had diminished sovereignty over its fiscal policy (Senegal’s power over its monetary policy has already been lessened by its use of the CFA franc).[bookmark: _ednref1]1
It was a Faustian bargain that all African countries made at some point in their history. Countries that had no established exchequers, poorly funded central banks, barely any control over their raw materials, and very low levels of industrialisation faced an uphill task after independence to build the integrity of their national economies and regional trade networks. They remained integrated in a neocolonial structure, which IMF interventions reinforced. They were discouraged from diverting their resources to build up human capacity or the industrial base of their economies.
At no point did the IMF interventions for Senegal, for instance, produce growth of a robust kind; an IMF study from 1996, after almost two decades of the same adjustment policies, noted, ‘While the policies pursued under these programs have contributed to a reduction in macroeconomic imbalances, economic growth has remained erratic and subdued, and savings and investment ratios have been relatively low’.[bookmark: _ednref2]2 In other words, there had been no development. Where there was growth, these studies acknowledge, it was largely sporadic and due to the rise of commodity prices. This commodity price-driven growth was not converted into net fixed capital since it was frequently used to pay off exorbitant debt payments, and to finance social welfare to prevent the large-scale collapse of society.
In an important 2002 report, the IMF acknowledged the problems of what it called ‘prolonged use’ of IMF resources.[bookmark: _ednref3]3 The report features two Asian countries (the Philippines and Pakistan) and one African country (Senegal). In the chapter on Senegal, IMF researchers wrote that the policy from 1979 to 2002 had been marked by ‘an incentive to “overpromise” on the pace of restoration of sustainability that stemmed from internal guidelines requiring that there be significant progress toward external viability by the end of three-year arrangements’.[bookmark: _ednref4]4 Furthermore, the overoptimism was blamed on ‘the heavy weight given to export-based indicators’, which meant that IMF staff reports ‘tended to downplay the extent of Senegal’s debt problems’. The report concluded that Senegal could not export its way out of the crisis. Yet, despite this startling admission it did not inform subsequent IMF policy – certainly not in the Poverty Reduction and Growth Facility that ran from 2003 to 2006 in Senegal.
This dossier looks at the IMF’s long history with the fifty-four countries on the African continent, all of whom are IMF members. Here, we build on two previous dossiers on the general contours of Washington Consensus policy: Life or Debt: The Stranglehold of Neocolonialism and Africa’s Search for Alternatives (dossier no. 63, April 2023) and How Neoliberalism Has Wielded ‘Corruption’ To Privatise Life in Africa (dossier no. 82, November 2024). It also builds on our Inkani Books volume Can Africans Do Economics? (2024), edited by Grieve Chelwa.
In this dossier, we will turn our attention to the structural adjustment policies predating the first major bankruptcy in the Third World Debt Crisis (Mexico, 1982), and therefore, not in response to the financial chaos created by the rise of US interest rates after October 1979. The dossier draws on two case studies, from Kenya and Zambia, to illustrate our overall analysis, and the prolonged use of the same policies to stifle genuine development for Africans. While this dossier is largely critical of the IMF, our overall work from Tricontinental: Institute for Social Research is to build a theory of development that can produce genuine development. This theory is being built on the actual conditions that the African working class and peasantry require to drive forward their own dreams of emancipation, which are not the dreams of the IMF staff missions dispatched to our part of the world.

A Nightmare that Returns Every Night
From its formation in 1944, the IMF mainly focused on the provision of short-term finance to prevent countries, particularly in war-torn Europe beginning their reconstruction, from collapsing under the weight of balance-of-payments crises. This was illustrated by the IMF’s first loan, $25 million to France in 1947, which was intended to prevent a catastrophic devaluation of the franc. It was only after 1952 that the IMF began to consider longer-term financing, particularly in the Third World, but made this finance conditional on certain important changes in their policy orientation. For instance, through the newly developed Stand-By Arrangement (SBA), the IMF would provide short-term and longer-term funding to a Third World country if it would reduce its budget deficits (‘fiscal consolidation’), control inflation (‘monetary policy adjustments’), and conduct important structural reforms, such as privatising state functions and creating market conditions that favoured the private sector (‘enhance competitiveness’). The IMF grant to Chile in 1955 for $12.5 million was the first to be structured through the SBA and to demand conditions. Chile’s main revenue earner was copper exports, which were in high demand in those years due to rebuilding after World War II. Chile had little problem paying off this first SBA, which set an IMF precedent to demand payment and reject the strategy of debt forgiveness.[bookmark: _ednref5]5
The conditions imposed for taking IMF loans produced an almost immediate backlash from populations unwilling to accept austerity conditions for themselves to pay off badly structured loans. Anti-IMF protests took place in Greece (1953) and Argentina (1956), where governments put their relationship with Western creditors and the IMF ahead of their own people. It is important to absorb the politics of this moment: while the IMF set up a policy framework around conditions to enforce the modernisation of the Third World, it accepted fairer rules for Western allies such as the Federal Republic of Germany. It was detailed in the February 1953 Agreement on German External Debts that Germany was to reconcile its debts in its national currency, and it was forbidden from using more than 5% of its export revenues to service its debt. They also benefitted from a preferential interest rate capped at a maximum of 5%.[bookmark: _ednref6]6 It was clear by the late 1950s that the IMF policy logic was to ensure that newly independent countries, largely in the Global South, remained within a neocolonial economic structure. They could not try to enforce their sovereignty, and only those with fealty to the Western security apparatus would be given any leeway regarding the rules.
The IMF did not have an active role on the African continent until the decolonisation process fully set in. In 1962, the first SBA for an African country was a loan to Egypt. A string of SBAs followed, going mostly to North African states (Morocco, 1963; Tunisia, 1964; Algeria, 1966) and to the newly free states of Ghana (1966) and Kenya (1967). Ghana’s Kwame Nkrumah refused to engage with the IMF, understanding that it would interfere with national sovereignty; it was only after the coup d’état against Nkrumah that the new military government went to the IMF. Jomo Kenyatta, meanwhile, went to the IMF only because Kenya had emerged from colonialism through a bloody and destructive war that wrecked its economy. Immense fluctuations in the prices of tea and coffee, the country’s main exports, exacerbated a difficult situation. None of these states approached the IMF enthusiastically. They knew its problems from the first. In his landmark 1965 book Neocolonialism: The Last Stage of Imperialism, Nkrumah described multilateral aid through international organisations such as the IMF as a neocolonialist trap. ‘These agencies have the habit’, Nkrumah wrote, ‘of forcing would-be borrowers to submit to various offensive conditions, such as supplying information about their economies, submitting their policy and plans to review by the World Bank, and accepting agency supervision of their use of loans’.[bookmark: _ednref7]7
Due to the lack of credible alternatives, in some cases African countries have also sought long-term aid for large-scale projects from the World Bank and the IMF. Over the 1952–2023 period, almost half of the commitments the IMF made were to African countries, largely due to the lack of continental alternatives.[bookmark: _ednref8]8 By 2023, the continent’s total external debt was estimated by the African Development Bank to be $1.152 trillion, with annual debt service payments of $163 billion (up from $61 billion in 2010).[bookmark: _ednref9]9 The African Export-Import Bank’s State of Play of Debt Burden in Africa 2024 pointed to several key factors: already high debt levels, rising particularly fast from private creditors, and the cost of borrowing attached to external debt growing ‘markedly’.[bookmark: _ednref10]10 Compounding the situation, low domestic saving rates (mostly due to rising austerity and inflation) and a lack of control over raw material extraction and export have left many African countries in a serious monetary spiral. Each year, therefore, when the IMF study team arrives in any of the fifty-four capitals across the continent, the nightmare of IMF arrogance begins anew and the noose of conditions, austerity, low savings, more borrowing, and greater debt whips populations into despair.

Africa’s Institutions
To prevent the ‘neocolonial trap’, Nkrumah and others insisted upon the need to create robust African institutions both to generate political unity and to build economic integration across the rich African continent. The Organisation for African Unity (OAU) set the process in motion in 1963, followed by the Monrovia Declaration (1979), the Lagos Plan of Action (1980), the Abuja Treaty (1991), the Sirte Declaration (1999), and the African Union’s Agenda 2063 (2013). Central to this process was the recognition of the need for regional cooperation (through the building of Regional Economic Communities or RECs), a continental free trade area, and the creation of a system of monetary unification (including perhaps a continental currency). For monetary unity, African countries agreed to build an African Central Bank, an African Investment Bank (AIB), a Pan-African Stock Exchange, and an African Monetary Fund, with 2016 and 2018 being the target establishment dates for the latter three. None of these institutions have seen the light of day.[bookmark: _ednref11]11
Given the grip of colonial powers on the African continent, monetary policy was not devolved to the colonies until the last decades of colonial rule. In some cases, as with former French colonies, this foreign grip persisted after independence. Very few African states developed central banks (the first was in South Africa – a country subject to colonialism of a special type – in 1921). In 1931, Emperor Haile Selassie closed the old, private Bank of Abyssinia and established a modern Bank of Ethiopia, which could have become an important initiative in central banking on the continent, but it was shut down after the Italian invasion in 1935. Following Ghana’s independence in 1957, the new government in Accra set up the Bank of Ghana, but its sovereignty was constrained by the IMF in 1966 (after the coup that removed Nkrumah). Given the paucity of funds on the continent due to colonial plunder, the early central banks became institutions to attract finance rather than nodes for either long-term monetary planning or for any direct social goal (such as to advocate for full employment). The experience of independent central banking has, therefore, not been significant enough and has partially led to a lack of confidence in creating an African Central Bank or African Investment Bank (AIB). It is important to record that the AIB was envisaged to be in Tripoli, Libya, with initial funds coming from the oil sales of a Libyan sovereign wealth fund. The overthrow of the government of Muammar al-Gaddafi in 2011 has suspended that conversation.[bookmark: _ednref12]12
Of the three institutions, the African Monetary Fund has held the most promise. In a key study from 1985 by the UN Economic Commission for Africa (UNECA), the authors wrote that because there is ‘no unified monetary system in Africa, individual central banks find it difficult to respond effectively to the vagaries of the international monetary situation’.[bookmark: _ednref13]13 Because Africa’s central banks ‘hardly consult each other on monetary policy’, the report continued, and there is an absence of any other mechanism for consultation, ‘the continent needs a regional institution’. The authors of the study went on to indicate six problems:

	The diminishing power of domestic monetary policy to cope with the current economic crisis.

	The growing influence of external factors on such policies.

	The drastic decline in Africa’s export earning capacity and the consequent depletion of countries’ foreign exchange reserves.

	Mounting balance-of-payments deficits and the resulting slowing or stopping of development growth.

	Increasing interest rates and other charges on external borrowing.

	Growing external debt, which has cumulatively created a vicious circle out of which many African economies have been unable to emerge.

Unless there are major changes, the report notes, ‘it is estimated that Africa’s economic situation will be worse at the end of this century than it is now’.[bookmark: _ednref14]14 This is a clearsighted message. Forty years later, an analogous statement about the 21st century could be made.
African Continental Free Trade Area
One of the most serious impediments to the creation of these continental arrangements is the low level of intra-African trade, itself caused by low manufacturing and processing capacity in most countries.[bookmark: _ednref15]15 Low levels of integration are caused by the high export levels of unprocessed and manufactured raw materials to other continents and the consequent import of goods from outside Africa. Africa’s share of global manufacturing fell from 1.9% in 1980 to 1.5% in 2010) and it is declining (in sub-Saharan Africa, manufacturing’s share of GDP fell from 13% in 2000 to 10% in 2017).[bookmark: _ednref16]16 The situation is so dire that the OAU (now the African Union, or AU) proclaimed in July 1989 that 20 November would be celebrated as Africa Industrialisation Day (which was then adopted by the United Nations).[bookmark: _ednref17]17 In 2012, the AU member states began to negotiate an African Continental Free Trade Area (AfCFTA), which was then agreed upon in 2018. There is immense enthusiasm for the treaty because its territorial area includes over 1.3 billion people with a combined GDP of $3.4 trillion.[bookmark: _ednref18]18 However, South Africa and Nigeria – Africa’s first and fourth largest economies – threaten the viability of the AfCFTA because they are putting their national interests ahead of continental interests.
The AfCFTA has an enormous task ahead. Currently, intra-African trade only accounts for 15% of total trade in the region.[bookmark: _ednref19]19 Some of this has to do with the colonial shape of the continent’s infrastructure, which was first understood to be an obstacle in the initial two decades of independence. In most African countries, roads and railways had been designed to carry goods from mines and fields to ports and to link provincial centres with colonial capitals. Little other infrastructure existed. Reconstructing transportation networks remains expensive, so a range of continental initiatives, such as Trans-African Highways Bureau (1971); Sub-Saharan Africa Transport Policy Programme (1987); Programme for Infrastructure Development in Africa (2012); and the African Integrated High Speed Railway Network (2013), have not been able to advance. The most credible estimate suggests that African countries will need to raise $130 billion to $170 billion per year to begin dealing with the infrastructure gap.[bookmark: _ednref20]20 Despite the potential benefits of this investment, private investment is simply unavailable, and public investment has been squeezed dry. African countries have begun to rely upon various global initiatives, such as China’s Belt and Road Initiative (2013), the European Union’s Global Gateway (2021), and the G-7 countries’ Partnership for Global Infrastructure and Investment (2022).

Case Studies: Kenya and Zambia
Kenya
On 18 June 2024, mass youth-led protests broke out across Kenya, culminating in the storming of the Kenyan Parliament seven days later. The Finance Bill of 2024, a piece of legislation that proposed a slew of tax measures that would grant concessions to the wealthy and multinational corporations at the expense of Kenya’s poor, was being contested.[bookmark: _ednref21]21 The bill sought to raise government revenues by levying additional taxes on food (such as eggs, potatoes, bread, and vegetable oil), public transportation, sanitary towels, and mobile money transactions – the kinds of goods and services vital to the welfare of Kenya’s working class.[bookmark: _ednref22]22 Although the bill was ostensibly sold as being the brainchild of Kenya’s National Treasury, it was effectively the result of a financing arrangement that the Kenyan government had entered into with the IMF in April 2021. Many of the young protestors on the streets were aware of this fact and, therefore, in some circles, the protests were known as ‘anti-IMF’ demonstrations. On 27 June 2024, two days after the protesters stormed parliament, President William Ruto announced the withdrawal of the bill along with the dismissal of his entire cabinet, including Finance Minister Njuguna Ndung’u. President Ruto’s actions were unprecedented in Kenyan history.
Kenya’s historic anti-IMF protests flew in the face of many, including the IMF, which had been arguing for some time that it had reformed from its insistence on the anti-poor austerity that had been a defining feature of its interventions in the 1980s and 1990s. For example, in 2016, the IMF published a remarkable essay titled ‘Neoliberalism: Oversold?’, presenting a partial critique of the defining tenets of neoliberalism. The authors wrote:
There is much to cheer in the neoliberal agenda… However, there are aspects of the neoliberal agenda that have not delivered as expected. Our assessment of the agenda is confined to the effects of two policies: removing restrictions on the movement of capital across a country’s borders (so-called capital account liberalisation); and fiscal consolidation, sometimes called ‘austerity’, which is shorthand for policies to reduce fiscal deficits and debt levels. An assessment of these specific policies (rather than the broad neoliberal agenda) reaches three disquieting conclusions:

	The benefits in terms of increased growth seem fairly difficult to establish when looking at a broad group of countries.

	The costs in terms of increased inequality are prominent. Such costs epitomise the trade-off between the growth and equity effects of some aspects of the neoliberal agenda.

	Increased inequality in turn hurts the level and sustainability of growth. Even if growth is the sole or main purpose of the neoliberal agenda, advocates of that agenda still need to pay attention to the distributional effects.[bookmark: _ednref23]23


The IMF concluded: ‘Policymakers, and institutions like the IMF that advise them, must be guided not by faith, but by evidence of what has worked’.[bookmark: _ednref24]24
As one would expect, this publication caused a stir in the finance and economics world. The economist Rick Rowden argued that the IMF had dropped ‘a political bombshell’ and that their critique of neoliberalism was akin to ‘the Pope declaring that there is no God’.[bookmark: _ednref25]25 Mark Weisbrot, the co-director of the Centre for Economic Policy and Research (CEPR), jokingly said it was as if Donald Trump had written an op-ed with the title ‘Insulting Your Opponents: Oversold?’.[bookmark: _ednref26]26 More importantly, some came to see the IMF’s mea culpa as signalling a hopeful change in how the fund would conduct its affairs going forward. These hopes were urged on by comments from Kristalina Georgieva, the IMF’s managing director since 2019, who remarkably warned against ‘the suffocating force of austerity’.[bookmark: _ednref27]27
In this section, we closely study two relatively recent forays of the IMF into Africa to determine whether the fund has truly reformed in ways that would support widely held aspirations for sovereignty. Specifically, we study the financial terms of two major programmes agreed with Kenya (in April 2021) and Zambia (in September 2022).
The IMF and Kenya
At the beginning of the last decade, Kenya’s economy was heralded as one of Africa’s rising stars by The Economist.[bookmark: _ednref28]28 Encouraged by such positive press and IMF advice to diversify the sources of its credit, the country went on a borrowing binge that saw its external debt stock rise by over 300%, from $7 billion in 2010 to $34 billion in 2020.[bookmark: _ednref29]29 The World Bank’s International Debt Statistics shows that debt service payments grew from $90 million in 2010 to $1.2 billion from in 2020.[bookmark: _ednref30]30 With such an unsustainable debt profile, the Kenyan economy was predictably sent into an economic tailspin with the arrival of the COVID-19 pandemic in early 2020.
On 19 March 2021, Kenya’s Minister of Finance Ukur Yatani and Central Bank Governor Patrick Njoroge jointly wrote a letter addressed to the IMF’s Managing Director Kristalina Georgieva in which they pleaded for immediate assistance to weather mounting debt service costs, a declining economy, and the global pandemic. Their letter explicitly stated: ‘we wish to request a [three-year financing] arrangement under the Extended Fund Facility (EFF) and the Extended Credit Facility (ECF) [totalling] USD2.3 billion’.[bookmark: _ednref31]31
Yatani and Njoroge went on to argue that the loan, if granted, would fill Kenya’s ‘fiscal and external financing gaps’ and restore the country to economic health in record time. Georgieva promptly presented the letter to the IMF’s executive board for consideration along with a detailed report on the state of the Kenyan economy that had been prepared by IMF economists. Two weeks later, on 2 April 2021, Georgieva announced in Washington that they had favourably considered Kenya’s request and granted the country the full amount that had been requested.
However, lost in all the celebrations was the fact that the IMF had structured the loan so that Kenya would not receive the $2.3 billion in one fell swoop but would do so in instalments over a three-year period.[bookmark: _ednref32]32 Executive board approval meant that a sum of $307 million was immediately made available to the country, but the balance of some $2 billion would only be released after Kenya satisfied the IMF’s conditions.[bookmark: _ednref33]33
What were these conditions? First, the lynchpin of the programme would be fiscal consolidation achieved through tax increases and spending cuts. On the spending side, the IMF wanted to see a drastic reduction in Kenya’s primary fiscal balance from a deficit of 5% of GDP in 2021 to a surplus of 0.2% of GDP by 2024, virtually wiping out billions of dollars in government expenditure over a very narrow window of only three years. On the tax side, the IMF wanted Kenya to increase its tax-to-GDP ratio, a measure of the efficiency of tax collection, from 12.9% of GDP in 2021 to 15.6% by 2024.[bookmark: _ednref34]34 Generally, increases in tax collection efficiency are desirable as they can afford the state the necessary resources to invest in social sectors. In this case, however, the majority of the increases in tax efficiency would have to be borne by increases in taxes, such as on wages, VAT, mobile financial services, and so on, which disproportionately affect the working class. Taxes levied on Kenya’s private sector and on multinational corporations were left virtually unchanged.
The second part of the programme required so-called structural and governance reforms. On the structural reforms side, the IMF argued that subsidies to Kenya’s state-owned enterprises (SOEs) were adding an unnecessary burden to the country’s finances. Accordingly, the fund wanted to see reduced government support to the following SOEs: Kenya Railways, Kenya Airways, Kenya Ports Authority, Kenya Airports Authority, Kenya Power, Kenya Electricity Generating Company, and Kenya Ports Authority. Also earmarked for spending cuts were Kenya’s three largest public universities. The IMF also wanted the government to strengthen its anti-corruption framework, having identified corruption as a driver of Kenya’s fiscal problems.[bookmark: _ednref35]35
The final part of the programme addressed monetary arrangements. The IMF required the Central Bank of Kenya to move from accommodative monetary policy (lower interest rates) to tighter monetary policy (higher interest rates) over the medium term. These conditions were to be strictly monitored via quarterly assessments by the IMF. Failure to deliver on some or all of them risked jeopardising the programme and the suspension of further disbursements. This point is important given the verbal sleight of hand. The programme was billed as the Kenyan authorities’ programme. Why did it require such close monitoring, and why was it tied to financial disbursements if it was wholly designed and owned by the Kenyan government?
As voluminous literature has established, the IMF’s conditions were anti-growth, anti-poor, and, importantly, anti-development. Unsurprisingly, even though the ECF/EFF was meant to run until April 2024 (three years), the Kenyan authorities requested an extension, additional funds, and a new loan facility under the Resilience and Sustainability Facility (RSF).[bookmark: _ednref36]36 The RSF came with another round of conditions that were similar to the previous arrangements. In other words, even though austerity had not worked under the ECF and EFF, the Kenyan government bizarrely asked for more austerity in the hope that the additional dose would somehow work.
Zambia
Zambia was one of the countries that was seen as being on the verge of take-off at the beginning of the second decade of the twenty-first century. The forecast for the price of copper (the country’s mainstay) was hopeful owing to the increased demand for the commodity coming from a growing China. In 2011, Zambia obtained its first Fitch sovereign credit rating, giving it the license to borrow on international capital markets. Zambia’s external debt increased by an incredible 1,100% from $1 billion in 2011 to $12 billion at the end of 2019.[bookmark: _ednref37]37 Debt service payments ballooned from $67 million in 2011 to $1 billion in 2019, consuming 16% of the national budget from just 2% in 2011.[bookmark: _ednref38]38 Given the similarity of Zambia’s debt trajectory to that of Kenya, it was not surprising that when the COVID-19 shock arrived, Zambia’s economy, much like Kenya’s, plummeted. In November 2020, a couple of months after the onset of the pandemic, Zambia ceased interest payments on its external debt and became the first country in the COVID-19 era to enter into debt default.
Like Kenya, Zambia looked to the IMF for assistance. Two years into the default, on 8 August 2022, Zambia’s Minister of Finance Situmbeko Musokwatane and Central Bank Governor Denny Kalyalya wrote an urgent letter addressed to IMF Managing Director Kristalina Georgieva:
the Zambian Government requests the IMF’s support [under] this policy programme… The request is for financial assistance through a [three-year] arrangement under the Extended Credit Facility (ECF), covering the period 2022 to 2025, in an amount of [$1.2 billion] … This financial support and the catalytic impact of the Fund programme would help us address our pressing balance of payments needs (totalling $11 billion over 2022–25) and support our reform agenda. We intend to use half of the IMF financing as budget support and the other half to rebuild buffers by boosting the country’s international reserve position.[bookmark: _ednref39]39

As in Kenya’s case, the request was approved. Two weeks later, on 31 August, the IMF’s executive board immediately gave the Zambian government access to $185 million, with the remainder of about $1.1 billion to be disbursed over three years and tied, like the Kenyan case, to conditions.

In deriving Zambia’s conditions, the IMF saw the objectives of the new ECF as follows:
The proposed ECF-supported programme aims to restore macroeconomic stability and foster higher, more resilient, and more inclusive growth… and is tailored to addressing Zambia’s most pressing macroeconomic challenges, namely (i) restoring sustainability through fiscal adjustment and debt restructuring; (ii) creating fiscal space for social spending to cushion the burden of adjustment; and (iii) strengthening governance and reducing corruption vulnerabilities, including by improving public financial management. The programme will seek to ensure that monetary and exchange rate policies support the restoration of macroeconomic stability, international reserves return to adequate levels, and the financial sector remains stable.[bookmark: _ednref40]40

Zambia’s programme, like Kenya’s, had three objectives: fiscal austerity, structural and governance reforms, and, finally, monetary reforms. In terms of austerity, Zambia’s ECF was much more aggressive than Kenya’s, requiring ‘a large, front-loaded, and sustained fiscal consolidation’ between 2022 and 2025.[bookmark: _ednref41]41 Specifically, the IMF wanted to see the fiscal deficit reduced from 6% of GDP at the beginning of 2022 to a fiscal surplus of 3.2% of GDP in 2025.[bookmark: _ednref42]42
This drastic fiscal consolidation had two sides: expenditure reductions and tax increases. On the expenditure side, the IMF wanted the Zambian government to reduce public expenditure in the billions of dollars from 2022 to 2025. They demanded an immediate stop to new capital expenditure (on public goods such as roads and power stations) and a reduction or elimination of expenditure favourable to the poor and working class. In the latter category, the IMF wanted the government to abolish fuel and electricity subsidies, although this would lead to cost-of-living increases.[bookmark: _ednref43]43 Crucially, the IMF singled out the highly successful Farm Input Support Programme (FISP), which had been introduced in 2002 and had greatly aided Zambia’s food sovereignty by providing input support to millions of peasant farmers. The IMF required the government to reduce its funding to the FISP from 3% of GDP at the beginning of 2022 to 1% of GDP by 2025. A recent analysis has argued that this decision is largely responsible for the hunger crisis that enveloped Zambia in 2024 and continues to the present day.[bookmark: _ednref44]44
Revenue increases accounted for the other side of the fiscal consolidation. Here, as in the Kenyan case, the burden of the increases was to be borne largely by the poor through higher taxes on wages and through a reduction in the number of goods that had been zero-rated for purposes of value-added tax (VAT). As is well known, VAT is a regressive tax in the sense that it impacts the poor more than the rich, and governments will often charge a VAT rate of zero on some necessities to protect the poor. In this case, the IMF recommended the removal of such exemptions. Taxes on corporate profits and especially profits realised from Zambia’s giant multinational mining houses were hardly changed and in some cases were reduced.
A second part of the IMF’s conditions focused on structural and governance reforms. As in Kenya, the IMF targeted Zambia’s SOEs. Key among these was the Zambia Electricity Supply Corporation (ZESCO), whose implicit subsidy the IMF wanted the government to eliminate, which would increase electricity tariffs charged to poor households. Further, the IMF wanted the government to begin drawing up plans for the possible privatisation of the electricity utility or, at the very least, unbundle it into smaller units that would be easier to manage.
A final part of the IMF programme, concerned with the conduct of monetary policy, encouraged monetary tightening (raising of interest rates), a scenario that would affect the cost of credit across the economy.
The above conditions were to be closely monitored via semi-annual reviews which tied satisfactory performance to the release of further disbursements of the ECF loan. Just as in the Kenyan case, the IMF referred to the programme of conditions as ‘homegrown’, another verbal sleight of hand meant to hoodwink readers into thinking the policy prescriptions were autonomously derived by the Zambian government. Unsurprisingly, the Zambian economy has struggled to recover during the life of the ECF loan. The current loan is set to expire in October 2025, and the minister of finance recently suggested that he would ask the IMF for an extension and augmentation of the loan in a similar fashion to Kenya.[bookmark: _ednref45]45

The Kenyan and Zambian case studies show that IMF austerity is alive and well despite the organisation’s protestations to the contrary, a reality that is widespread across the Global South. A 2021 study from the International Labour Organization (ILO) found that the IMF was tragically still requesting austerity as a precondition for assistance during the worst months of the COVID-19 pandemic.[bookmark: _ednref46]46 A new book from political economists Alexandros Kentikelenis and Thomas Stubbs entitled A Thousand Cuts (2023) has found that the only consistent aspect of IMF lending policy over the period from 1980 to 2019 has been its insistence on austerity, especially in the poorest countries.[bookmark: _ednref47]47
Rather than engendering development and enhancing sovereignty, the IMF’s forays into Africa continue to impoverish the continent while eroding national sovereignty and its broader continental project. Senegal, where we began this dossier, sits at a crossroads. A government audit shows that the previous administration misreported data, which reflected far lower debt burdens and budget deficits. This means that the loans were secured on false presumptions.[bookmark: _ednref48]48 The IMF, therefore, has suspended the $1.8 billion credit facility to the country. Now, the government of Diomaye Faye, which came to power with a progressive mandate, will seek a new IMF loan in June.[bookmark: _ednref49]49 Will other paths open up for Senegal, or will it be fated to trudge through the IMF debt-austerity agenda that has plagued countries of the Global South for decades?
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The art in this dossier is based on still frames from the music video ‘IMF’ by Seun Kuti and Egypt 80 (Knitting Factory Records) featuring Dead Prez’s M1, directed by Jerome Bernard and produced by Duck Factory.
Seun Kuti is a member of the band Egypt 80 and the youngest son of the late Nigerian Afrobeat pioneer and political figure Fela Kuti, whose popular album Zombies, released in 1976, heavily criticised the military dictatorship that was in power at the time and inspired resistance among the Nigerian people. Nearly forty years after the release of his father’s album, Seun’s music video ‘IMF’ harks back to the continued assault against the sovereignty of the African people, featuring rows of growing zombie-like International Monetary Fund (IMF) officials chasing an African man and, finally, turning him into a money-obsessed, disfigured monster identical to themselves.


Before the pandemic was announced by the World Health Organisation in March 2020, the poorer nations of the world already struggled with seriously high – and unpayable – levels of debt. Between 2011 and 2019, the World Bank reported, ‘public debt in a sample of 65 developing countries increased by 18 percent of GDP on average – and by much more in several cases. In sub-Saharan Africa, for example, debt increased by 27 percent of GDP on average’.[bookmark: _prol_ftnref1]1
The debt crisis did not take place because of government spending on long-term infrastructure projects, which could eventually pay for themselves by increasing growth rates and allow these countries to exit from a permanent debt crisis. Rather, these governments borrowed money upon borrowed money to pay off older debts to wealthy bondholders as well as to pay for their current bills (such as to maintain education, health, and basic civic services). ‘Among the thirty-three sub-Saharan countries in our sample’, the World Bank noted, ‘current spending outstripped capital investment by a ratio of nearly three to one’.[bookmark: _prol_ftnref2]2 When the pandemic struck, countries that had adopted the World Bank-International Monetary Fund policy to grow their way out of the debt crisis floundered. Growth rates shrank, which meant that debt volumes ballooned, and so these governments decided to borrow more and adopt deeper austerity policies, which dramatically increased the debt burden on their populations.
Registering, in their own way, what is universally acknowledged as an intractable debt crisis in the poorer nations, the International Monetary Fund (IMF) warned that a serious banking crisis is likely to emerge (while ignoring the factors driving this scenario). ‘Our updated global bank stress test shows that, in a severely adverse scenario, up to 29 percent of emerging market banks would breach capital requirements’, the IMF wrote in October 2022.[bookmark: _prol_ftnref3]3 This means that the context of high debt, high inflation, and low growth rates (with lowered employment expectations) could lead to the collapse of a third of the banks in the poorer nations.
Neither the IMF nor the World Bank nor indeed any of the international financial institutions (IFIs) have any credible pathway out of this crisis. Indeed, the IMF report surrenders to reality as it tells central banks across the globe to ‘avoid a de-anchoring of inflation expectations’ and to ensure that ‘the tightening of financial conditions needs to be calibrated carefully, to aim at avoiding disorderly market conditions that could put financial stability unduly at risk’.[bookmark: _prol_ftnref4]4 The focus here is to keep ‘the market’ happy, while there is remarkably no care for the downward spiral of living conditions for the vast majority of the people on the planet. In its October 2022 Fiscal Monitor Report, subtitled Helping People Bounce Back, the IMF noted that while governments’ top priorities must be ‘to ensure everyone has access to affordable food and to protect low-income households from rising inflation’, they must not attempt ‘to limit price increases through price controls, subsidies, or tax cuts’, which would ‘be costly to the budget and ultimately ineffective’.[bookmark: _prol_ftnref5]5
In January 2023, the IMF’s World Economic Outlook predicted a slightly better, albeit ‘subpar’, growth forecast but warned of continued worries of debt distress in the poorer nations, writing that ‘The combination of high debt levels from the pandemic, lower growth, and higher borrowing costs exacerbates the vulnerability of these economies, especially those with significant near-term dollar financing needs’.[bookmark: _prol_ftnref6]6 The antidote to debt distress, according to the IMF, is ‘fiscal consolidation and growth-enhancing supply-side reforms’, namely more of the same old austerity-debt trap. If the governments of the poorer nations are told not to use these basic tools (which are used routinely in the richer nations), their only choice – as far as the IMF is concerned – is to borrow in order to provide even low levels of relief to the very poorest people in their countries. Effectively, the IMF has surrendered to the prevailing reality and offers the poorer nations no viable exit from a permanent debt crisis.
This dossier has been drafted with the knowledge that the permanent debt crisis besieging the poorer nations has not resulted from short-term market failures or from business cycles that will rebound, and that it is not fully a consequence of governments’ mismanagement of finances or deep-rooted corruption. Rather, our assessment of the debt crisis draws from an important speech given by Burkina Faso’s President Thomas Sankara (1949–1987) at the Organisation for African Unity in July 1987. ‘Debt’s origins come from colonialism’s origins. Those who lend us money are those who colonised us’, Sankara explained. ‘Debt is neocolonialism’, with the fiscal and monetary policies of many of the African states taken over by the ‘technical assassins’ of the IFIs. ‘Debt is a cleverly managed reconquest of Africa aimed at subjugating its growth and development through foreign rules’, he continued, with the IFIs setting policy by using the debt as an instrument to demand ‘structural adjustment’ of domestic finance ministries and central banks.[bookmark: _prol_ftnref7]7
Gro Harlem Brundtland, Norway’s former prime minister and then chair of the United Nations’ World Commission on Environment and Development (also known as the Brundtland Commission), came to the Organisation for African Unity meeting in Addis Ababa (Ethiopia) in 1987 to say that the entire debt of the poorer nations could not be repaid and should be forgiven. Sankara acknowledged the importance of the Brundtland Commission’s assessment and then said:
Debt cannot be repaid, first because if we don’t repay, lenders will not die. That is for sure. But if we repay, we are going to die. That is also for sure. Those who led us to indebtedness gambled as if in a casino. As long as they had gains, there was no debate. But now that they suffer losses, they demand repayment. And we talk about crisis. No, Mr. President, they played, they lost. That’s the rule of the game, and life goes on. We cannot repay because we don’t have any means to do so. We cannot pay because we are not responsible for this debt.[bookmark: _prol_ftnref8]8

One alternative to the debt crisis is a debt strike, which is what Cuba’s Fidel Castro began to raise in his speech at the Non-Aligned Movement meeting in New Delhi in 1983 and which was on the agenda for the Continental Dialogue on the Foreign Debt in Havana in August 1985. It is within this dynamic that Sankara spoke of the need for an ‘Addis Ababa united front against debt’.
The context for such a ‘united front against debt’ has returned, but the political will for it now is as low as it was then. However, the world is very different today than it was in the 1980s. Other alternatives have since presented themselves, such as those available through regional integration and through alternatives to the Western-backed IFIs (for example, financing from China and other large developing countries).[bookmark: _prol_ftnref9]9
This dossier opens with an introduction to the world of the IFIs – mainly the IMF – and their role in exacerbating the poverty brought on by colonialism and transforming it into a permanent debt crisis, and then moves into a deeper assessment of the contradictions of sovereign debt on the African continent. The final section carries a statement on the IMF-induced debt crisis by the Collective on African Political Economy and offers alternatives to IFI-led funding to manage the turbulence of debt.


The Fundamentalism of the IMF and the Permanent Debt Crisis
In 1919, John Maynard Keynes of the United Kingdom’s Treasury Department published a book that became a sensation. In the book, entitled The Economic Consequences of the Peace, Keynes observed that the Great War had ‘so shaken the system as to endanger the life of Europe itself’.[bookmark: _prol_ftnref10]10 The Treaty of Versailles, which ended the war, did not grasp the underlying problems that had led to the war and only cemented the victory of some countries against others. The treaty left structural problems intact, such as the ‘disordered finances’, in Keynes’ words, of many countries (not only Germany, which faced an enormous and unpayable reparations bill). The Wall Street Crash of 1929, the Sterling Crisis of 1931, and the Banking Panics of 1931–1933 revealed the underlying vulnerabilities of capitalism, with the ‘disordered finances’ being the spur towards the potential general collapse of the system. In 1936, Keynes published The General Theory of Employment, Interest, and Money, a manual to save capitalism by a theoretical plea for governments to use state resources to recycle profits and balance an unbalanceable system. Keynes, who dabbled in eugenics theory, did not extend his views on state intervention to protect the system in the British colonies and prevent the decline of their population’s living standards.
When the United States invited its allies to Bretton Woods (New Hampshire) in July 1944 to discuss how to manage the structural crises that contributed to the Second World War, Keynes – who was one of the main figures at this meeting – said that it would be ‘the most monstrous monkey house assembled for many years’, suggesting that ‘twenty one countries [that] have been invited’ – presenting a list of primarily colonised countries, from Guatemala and Liberia to Iraq and the Philippines – ‘clearly have nothing to contribute and will merely encumber the ground’.[bookmark: _prol_ftnref11]11 Instead, Keynes preferred that the two founder states of the Bretton Woods Conference, the United Kingdom and the United States, ‘settle the charter and the main details of the new body without being subjected to the delays and confused counsels of an international conference’, as he explained a few years earlier.[bookmark: _prol_ftnref12]12 In fact, Keynes (on behalf of the United Kingdom) and Harry Dexter White (on behalf of the United States) arrived at the meeting with two plans already drafted, which they put on the table and upon which the final Articles of Agreement for the International Monetary Fund as well as the International Bank for Reconstruction and Development (or the World Bank) were built. The other participants were largely onlookers.
Despite the limited input of most of the world, which was still under colonial rule, the purpose of the IMF as laid out in the Articles of Agreement was straightforward, none of it built to extend the power of the British imperial system. The main thrust of the articles was to assist the ‘expansion and balanced growth of international trade’ and to ‘contribute thereby to the promotion and maintenance of high levels of employment and real income and to the development of the productive resources of all members as primary objectives of economic policy’.[bookmark: _prol_ftnref13]13 To establish these ‘primary objectives’, the IMF was tasked with preventing any short-term problems from becoming long-term crises, such as by maintaining exchange rate stability and facilitating loans to prevent balance-of-payments spirals ‘without resorting to measures destructive to national or international prosperity’. When the former colonial countries won their freedom, most of them became members of the IMF based on the Articles of Agreement, and in 1961, the IMF created its Africa Department. Until the Third World Debt Crisis that began to spiral with Mexico’s default in 1982, the IMF had primarily operated by providing short-term financing in a relatively modest fashion through the Compensatory Financing Facility (1963) and the Buffer Stock Financing Facility (1969).[bookmark: _prol_ftnref14]14
In the aftermath of Mexico’s default, the IMF conducted what its managing director, Michel Camdessus, called the ‘silent revolution’.[bookmark: _prol_ftnref15]15Against its manifest purpose, the IMF began to respond to requests for short-term bridge financing by demanding that countries radically change their domestic economic policies as a condition for approval. Through their new programmes, the Structural Adjustment Facility (1986), and then the Enhanced Structural Adjustment Facility (1987), the IMF put a singular recipe on the table: privatise the economy, including the state sector; commodify areas of human life that had up to that point been in the public domain; terminate any government deficit financing; and dissolve any barriers on foreign capital investment and trade (such as subsidies and tariffs). The IMF had experimented with these measures in Bolivia, Chile, and Peru in the 1950s with limited success before turning them into the basis for their policy not towards all countries, but specifically to be used against states in Africa, Asia, and Latin America, which struggled with an international economic system shaped by colonialism and capitalism. These were the countries that had championed the formation of the UN Conference on Trade and Development (UNCTAD) in 1964 to advance their own proposals to exit the neocolonial world order, proposals that were passed by the UN General Assembly in 1974 as the New International Economic Order (NIEO). The new IMF policy emerged in contest against the possibility of an NIEO, since rather than allow for a better deal for raw material prices or for tariff-subsidy arrangements, it demanded the withdrawal of all these anti-colonial schemes. Even Raghuram Rajan, the IMF’s own chief economist from 2003 to 2007, wrote in his book Fault Lines (2010) that the IMF’s policies appeared as a ‘new form of financial colonialism’.[bookmark: _prol_ftnref16]16
The IMF’s ‘silent revolution’ intensified the crisis faced by the poorer nations, driving them into a spiral of indebtedness and poverty. The general formula for this spiral is as follows:

	Countries go into short-term balance-of-payments debt because of their lack of capital – much of it stolen during the colonial period – and their reliance upon borrowing to conduct (often expensive) capital improvements in their countries (some of which are in the raw material extraction sector, thereby operating as a subsidy for foreign mining companies).

	The IMF arrives and informs the finance ministries that government spending for education, healthcare, and other social development projects must be cut in order to prioritise payments to wealthy bondholders (in the London Club) and to governments – mostly the old colonial states – (in the Paris Club) who have lent them money.

	To pay the debt servicing on these loans, the poorer nations cut their government spending, thereby impoverishing their people further, and export more of their cheapened raw materials (rather than more profitable finished products). When countries start to export more and more primary commodities, this produces a price war that leads to a steep decline in the revenues gained from the volume of exports.

	With weakened revenues from imports, the poorer nations must continue to cut their social spending, ramp up their sales of raw materials and public assets, and borrow more money from external private and governmental sources… just to pay off the interest on their ballooning debt.

	The imperative of ‘exchange rate stability’ prevents governments in the poorer nations from exercising any effective monetary policy – including implementing capital controls – while their fiscal policy is already eviscerated by balanced budget demands from the IMF, social spending cuts, and pressure from wealthy bondholders to ‘reform’ (i.e., surrender) their tax policy.

In 2016, senior members of the IMF’s research department published an article called ‘Neoliberalism: Oversold?’, which argued that the ‘adverse feedback loop’ set in motion by austerity, followed by increased inequality and then yet more austerity, had to be broken by a less rigid, less fundamentalist approach to ‘liberalisation’ and neoliberalism.[bookmark: _prol_ftnref17]17 There was even a suggestion of ‘greater acceptance of [capital] controls to deal with the volatility of capital flows’. While there was a decline in the conditions that the IMF required to receive their loans over the course of the decade before this paper was published, there is no evidence of any qualitative change in IMF policy.[bookmark: _prol_ftnref18]18
Guinea, for instance – a country that has at least a third of the world’s bauxite – entered the IMF rollercoaster in 2011 and immediately became trapped in the debt-austerity cycle.[bookmark: _prol_ftnref19]19In 2014, the Guinean government of Alpha Condé wrote to the IMF that the ‘tight fiscal and monetary policy’ had led to a ‘reduction in spending, including on domestic investment’, which made it impossible for Guinea ‘to respect the indicative targets for spending in priority sectors’.[bookmark: _prol_ftnref20]20 In other words, Guinea borrowed to try and exit a crisis, but the borrowing itself led to cuts in social spending and deepened its crisis. In 2019–2020, the country experienced a cycle of protests sparked both by Condé’s attempt to change the constitution as well as the worsened economic situation. A UNICEF report found that, in 2019, twenty-five very poor countries spent more on debt servicing than on education, health, and social protection combined. Sixteen of those countries are on the African continent.[bookmark: _prol_ftnref21]21
In the early months of the pandemic in 2020, the IMF offered to open up new windows for borrowing that they said would come without conditionalities.[bookmark: _prol_ftnref22]22The G20 Debt Service Suspension Initiative and other such offers to pause debt payments suggested that the poorer nations would receive assistance to prevent total economic collapse and to gain access to vaccines. However, Oxfam found that thirteen of the fifteen IMF loan programmes during the second year of the pandemic (2021) required ‘new austerity measures such as taxes on food and fuel or spending cuts that could put vital public services at risk’.[bookmark: _prol_ftnref23]23 The Commitment to Reducing Inequality Index reveals that fourteen out of the sixteen countries in West Africa planned to cut their budgets by a total of $26.8 billion in 2021 to contain haemorrhaging national debt crises and that these policies have been encouraged by the IMF’s COVID-19 loans.[bookmark: _prol_ftnref24]24
The evidence is clear: the IMF not only engineers austerity-driven debt crises, but its policies are designed to ensure and manage a permanent debt crisis, not to erase debt.

Africa’s Sovereign Debt Crisis
In 2009, the Zambian-born economist Dambisa Moyo published the instant bestseller Dead Aid.[bookmark: _prol_ftnref25]25 Moyo’s main argument in the book was that there was little to show for the hundreds of billions of dollars in foreign aid that had been given to the African continent since 1970. Rather than spurring development, she said, aid had financed grand-scale corruption and civil wars, which in turn thwarted economic growth on the continent. Moyo’s case against aid was not a new one. Her book’s arguments were inspired by the Hungarian-born British conservative economist Peter Bauer, in whose memory Moyo dedicated her book. Bauer made a career singling out foreign aid – not colonialism or neocolonialism – as the chief architect of Africa’s underdevelopment.[bookmark: _prol_ftnref26]26
What was new about Dead Aid was Moyo’s prescription. In a chapter titled ‘A Capital Solution’, Moyo called for the substitution of aid with private market debt. That is, she called on Western countries to significantly reduce their aid to Africa and at the same time called on African governments to make up for the shortfall by borrowing from private creditors and bondholders such as hedge funds, banks, and so on. For Moyo, this was an elegant solution to the problem of corruption, which had historically bedevilled the foreign aid industrial complex. Money sourced from private debt markets was unlikely to fuel corruption in Africa because, Moyo argued, private creditors were sophisticated enough to not invest in countries likely to engage in corruption. After all, corruption acted as a drag on economic growth, which in turn threatened the prospects of debt repayment. On the other hand, to access much-needed private credit, African governments would need to demonstrate to private creditors that they were committed to fighting corruption and to investing the proceeds in growth-enhancing activities. Moyo’s policy solution was, therefore, a supposed win-win for all concerned.
Moyo’s ‘capital solution’ provided the intellectual cover for the financialisation of capital flows to Africa through the issuance of so-called Eurobonds (i.e., the issuance of bonds in US dollars and Euros), whose meteoric rise would engulf the continent in a new debt crisis by 2020. Ghana’s first issuance of a Eurobond in 2007 was a turning point for the continent. The country’s debut bond of $750 million was issued to much fanfare and was highly sought after by financial investors in New York and London.[bookmark: _prol_ftnref27]27 In a quest to satisfy investors’ appetites, Ghana followed up by issuing two additional Eurobonds totalling $2 billion in 2013 and 2014. Other countries in Africa soon followed suit.[bookmark: _prol_ftnref28]28 In 2011, Zambia obtained its first sovereign credit rating (a credit score of sorts) from the ratings agency Fitch. Shortly thereafter, the country issued two Eurobonds in quick succession in 2012 and 2014, a scenario that increased Zambia’s external debt by an incredible 300% in three years.[bookmark: _prol_ftnref20]29Kenya likewise jumped on the bandwagon, issuing three Eurobonds between 2014 and 2019 that totalled around $5.5 billion.[bookmark: _prol_ftnref30]30
Eurobond issuance on the continent grew at an incredible pace in the second decade of the twenty-first century: by 2020, twenty-one African countries had issued Eurobonds (several, in many cases). According to the World Bank’s International Debt Statistics handbook, the stock of Eurobond debt for sub-Saharan Africa grew from about $32 billon in 2010 to $135 billon in 2020, a 322% rate of increase.[bookmark: _prol_ftnref31]31In other words, the stock of Eurobond debt had more than tripled in just ten years.
The rate of increase in the stock of Eurobond debt between 2010 and 2020 far outstripped other sources of foreign currency debt in Africa. For example, multilateral debt from the World Bank, IMF, African Development Bank, and other institutions increased by about 144% over the same period, a rate that is less than half that of the increase in Eurobond debt. Similarly, bilateral debt from governments in countries such as China, France, the US, and the UK to governments in Africa also increased at a rate of 145%, which was also less than half the rate of increase in Eurobond debt.[bookmark: _prol_ftnref32]32
This last point on bilateral debt is worth highlighting given the argument on ‘debt trap diplomacy’ that has become commonplace with respect to debt from China. The argument alleges that China is using debt to trap Africa in a perpetual cycle of indebtedness and servitude. However, the facts present a different picture. Though World Bank’s International Debt Statistics handbook does not provide a country-by-country breakdown of bilateral debt to Africa that would allow us to isolate the Chinese component, it shows that by 2020 Africa’s total external debt owed to bilateral creditors (i.e., countries) stood at $115 billion, compared Eurobond debt of $135 billion. Further, the figure for bilateral debt provided by the World Bank is for all bilateral creditors, implying that Eurobond debt outstripped all debt from bilateral creditors, which includes China. A careful analysis from Debt Justice shows that African debt to China was $83 billion in 2020, a number smaller than the $135 billon owed to private bondholders.[bookmark: _prol_ftnref33]33 Figures on Chinese loans and Africa’s debt produced by researchers working at the China Africa Research Initiative (CARI) at Johns Hopkins University in the United States are often cited in support of the debt trap diplomacy argument (despite their own researchers having published articles debunking the Chinese debt trap narrative).[bookmark: _prol_ftnref34]34However, they are not very useful in this particular case because, according to CARI itself, its database ‘does not track [debt] disbursements and repayments’.[bookmark: _prol_ftnref35]35In other words, CARI only reports on newspaper announcements of loan contraction but does not track to see if the contracted loan left China and, if it did, if the recipient government in Africa subsequently paid it off or paid off portions of it. Therefore, CARI figures can be misrepresented in ways that vastly exaggerate the true stock of Chinese debt to Africa.
This goes to show that the current sovereign debt crisis currently engulfing the African continent is largely the creation of private creditors via the Eurobond craze that possessed and took hold of the continent in the second decade of the twenty-first century, helped along by the intellectual justifications of Dambisa Moyo and others. Eurobonds did not fix the problem of corruption that was said to be endemic with foreign aid, as Moyo argued they would. For example, hundreds of millions of dollars of Kenya’s first Eurobond issuance are said to have gone ‘missing’. In Zambia, questions have been raised about where the Eurobond money went.[bookmark: _prol_ftnref36]36 In Mozambique, loans and bonds were illegally withdrawn and misused by state-owned enterprises (known as the Tuna Bond Scandal). As these cases illustrate, Western private bankers and creditors have facilitated this type of theft.[bookmark: _prol_ftnref37]37
Finally, analysing the sources of debt in Africa casts doubts on current multilateral initiatives aimed at resolving Africa’s sovereign debt crisis. One example is the Debt Service Suspension Initiative (DSSI), launched by the G20 in May 2020, soon after the COVID-19 pandemic began to send shockwaves across the globe, to encourage bilateral and multilateral creditors to suspend interest payments on debt owed by poorer nations, including those in Africa, for a year. The DSSI was hardly successful, as many creditors – with the exception of a few, such as China – refused to suspend interest payments.[bookmark: _prol_ftnref38]38 In addition, many analysts remarked that the DSSI was not fit for purpose, since it only applied to official debt (multilateral and bilateral), while the sovereign debt crisis was largely fuelled by a private bond crisis as shown above.
As the DSSI expired in June 2021 and the sovereign debt crisis got worse, the G20 launched the Common Framework for Debt Treatments, which would become the guiding mechanism for debt restructuring after the initial years of the pandemic.[bookmark: _prol_ftnref39]39 Unfortunately, it is bedevilled by many of the same problems that afflicted the DSSI. First, the Common Framework only has mechanisms for resolving official credit. But, as the above analysis shows, a substantial portion (and by far the largest single source) of Africa’s sovereign debt is owed to private bondholders and creditors. Their absence largely confines debt restructuring discussions to the theoretical sphere, with little practical value. Second, the Common Framework lays the ground for an official creditor committee, which in the case of Zambia is co-chaired by France and China. France is seen to represent the old Paris Club of creditor countries, which together make up a sizeable portion of the official credit given to Zambia. China is a co-chair given its emergence as an important source of credit to Africa, and Zambia in particular. However, the structure and governance of Zambia’s creditor committee with the two co-chairs has opened the country to geopolitical manoeuvrings and, in the process, largely paralysed the prospects for genuine debt restructuring anytime soon.

A Permanent Solution to the Debt Crisis
The fifty-four sovereign African states are vastly different from each other, with distinct languages, histories, social and economic challenges, and possibilities. However, they are united by a political project that has been institutionalised through the African Union and its legal and organisational frameworks and by a neocolonial sovereign debt crisis.
This final section of the dossier is divided into two parts. The first is a statement made by the Collective on African Political Economy, which lies at the root of the analysis presented in this dossier. The second elaborates on the finance section of A Plan to Save the Planet, a document drafted by twenty-six research institutes from around the world.[bookmark: _prol_ftnref40]40 These alternatives are provisional and require far more theoretical and practical elaboration, which is precisely the task of the Collective on African Political Economy.
The IMF Is Never the Answer: A Statement from the Collective on African Political Economy
Many countries across the Global South, particularly those in Africa, are currently in the throes of fiscal crises – largely the result of a perfect storm of global events. The COVID-19 pandemic triggered a global economic recession, which in turn impacted national economies. The ongoing war in Ukraine has disrupted vital global supply chains for food, fertilisers, and energy, thereby increasing many countries’ import bills and straining their budgets. The fiscal crisis is fundamentally a result of an unsustainable build-up of sovereign debt in the last decade, fuelled by cheap credit from Western economies and encouraged by international financial institutions, including the IMF. The COVID-19 pandemic and the war in Ukraine made what was already a tenuous situation worse.
Many poor countries are turning to the IMF as a credible source for finance in the present moment, largely egged on by claims that the IMF has reformed from its bad old ways and no longer demands crashing austerity as a conditionality.[bookmark: _prol_ftnref41]41 Back in 2016, IMF economists published a mea culpa in which they (sort of) confessed the sins of the past and promised that they had turned over a new leaf.[bookmark: _prol_ftnref42]42The evidence, however, suggests anything but a reformed IMF. A study from the International Labour Organisation that carefully tracked IMF conditionality in 2020, when many countries were grappling with health and financial burdens related to the COVID-19 pandemic, found that in most of the 148 countries examined, the IMF still required austerity as a condition for granting assistance.[bookmark: _prol_ftnref43]43
The government of Zambia, the first country to default on its debt as a result of the pandemic, recently concluded a financing deal with the IMF with the signature condition of ‘a large, front-loaded, and sustained fiscal consolidation’, as the IMF put it –

in other words, austerity in black and white.[bookmark: _prol_ftnref44]44 The IMF wants the Zambian government to reduce its expenditure by billions of dollars over the next three years, which will be most acutely felt by the poor majority.[bookmark: _prol_ftnref45]45 The government of Sri Lanka, a country whose debt-fuelled boom came to a spectacular halt earlier this year, is also seeking IMF assistance, with early indications showing that the conditions attached to the deal will be as indefensible as the Zambian deal.[bookmark: _prol_ftnref46]46The Ghanaian government too is desperately seeking another IMF deal, this after the last one was celebrated as the deal that would ‘restore the lustre to a rising star in Africa’.[bookmark: _prol_ftnref47]47
All this goes to show that the IMF cannot be the answer to the poorer nations’ economic challenges. Alongside its sister institutions, the IMF has provided ‘assistance’ to poor countries ever since its establishment in 1944, and yet many of these countries have remained poor in spite of this. The reason is that IMF assistance has never confronted the structural factors that have continued to consign many countries to the ranks of the poor. As diagnosed many years ago by scholars such as Walter Rodney and Andre Gunder Frank, development in the North is sustained by underdevelopment in the South.[bookmark: _prol_ftnref48]48 Seen this way, the IMF, as the archetypical Northern institution, is duty bound to maintain and entrench this status quo. How else does one explain the IMF’s solution to Zambia’s financial woes, for example? The IMF prescription ignores the fact that the country’s foreign-owned copper mines continue to generate billions for their overseas shareholders yet pay so little in taxes in a country where the estimated annual income taxes for one mining project alone could have amounted to nearly half the 2020 national water supply and sanitary budget.[bookmark: _prol_ftnref49]49
A new kind of institutional apparatus that fosters cooperation, rather than competition, is required for Africa’s economic liberation and that of the Third World more generally. This would mean, for example, establishing currency arrangements that bypass the US dollar, which is a strong lever of IMF conditionality and a weapon of US foreign policy. These kinds of long overdue proposals are already underway in parts of the world, such as in Latin America, where Brazil’s President Luíz Inácio Lula da Silva (known as Lula) and Argentina’s President Alberto Fernández have proposed the establishment of a regional currency, the sur, that could be used to settle cross-border claims and store reserves.[bookmark: _prol_ftnref50]50 The hard work of figuring out the technical details related to the implementation of such regional currencies must begin in earnest.[bookmark: _prol_ftnref51]51 Africa, for example, needs a continental bank that is wholly owned by the people and will serve as a genuine tool to bolster sovereign industrial policies. The highly influential African Development Bank, with its significant Western shareholding, is not fit for purpose.[bookmark: _prol_ftnref52]52
Furthermore, there is an urgent need to restore and reinvigorate the capacity and autonomy of the African state to deliver on its development agenda. State capacity and state autonomy depend on the ability to adequately mobilise tax revenues, an area in which the African state has continued to underperform. The tax-to-GDP ratio, a measure of resource mobilisation, has remained incredibly low in Africa largely as a result of illicit financial flows that continue to spirit away billions of dollars from the continent every year.[bookmark: _prol_ftnref53]53 As a consequence, the adequate delivery of the kind of social services that underpin people’s dignity (social security, health, education, etc.) continue to be hamstrung.[bookmark: _prol_ftnref54]54 Further, the low tax-take in the poorer nations forces many governments to seek the easy way out by borrowing on the international capital markets, setting into motion dangerous debt dynamics that ultimately lead governments back into the unloving arms of the IMF. Notably, IMF conditionality rarely confronts the fact that state capacity and autonomy have been eroded in Africa largely as a result of the tax dodging practices of transnational corporations.
Just as problematic is the leading role that the IMF and its allied institutions have taken in the fight to save the planet from climate change. The IMF’s answer to climate change, which is influential given its inordinate role in the world, points to the private capitalist sector as the solution to the planet’s problems.[bookmark: _prol_ftnref55]55 All this is ironic given that the private capitalist sector’s insatiable appetite for profits at all costs has been responsible for the climate crisis.
The Third World must re-imagine a path out of our current crisis that doesn’t depend on the IMF, its allied institutions, and Western capital. The last seventy years or so have demonstrated that a reliance on these institutions only serves to trap the Third World in a perpetual state of underdevelopment. We need an emancipatory set of institutions and frameworks that will lead to the total independence of the Third World.
This is a task that the Collective on African Political Economy (CAPE) has decided to take on in a serious way. CAPE is a new grouping of Africans from different walks of life that are committed to the economic, and thus total, emancipation of the African continent and the Third World more broadly. CAPE hopes to recapture the emancipatory scholarship and politics of a previous generation of intellectuals that emerged from the post-independence movement in the 1960s and reformulate it to respond to the needs of today’s world. The lessons of that generation and the institutional infrastructure that it built have been forgotten largely as a result of IMF and World Bank-inspired structural adjustment programmes (SAPs) that began in the 1980s. The SAPs are responsible for widespread destruction, including the evisceration of progressive scholarly communities in Africa and much of the Third World. It is precisely such communities that CAPE hopes to bring to life to rebuild a present, and future, that centres the needs and aspirations of the majority.
Âurea Mouzinho

Peter Magati

Crystal Simeoni

Hibist Kassa

Brian Kamanzi

Ndongo Samba Sylla

Grieve Chelwa

Ihsaan Bassier

Constructing Financial Alternatives for a Sovereign Africa and Third World
Over the course of the past two decades, the stranglehold of Western-based bondholders and Western-controlled IFIs has weakened as other countries – mainly China – have emerged as the largest trading partners with African states and as the largest lenders to these states. Importantly, China’s public and private debt forgiveness during the pandemic has put pressure on IFIs to rethink the harshness of their debt repayment-austerity governance model.
The opening provided by Chinese funding is not an opportunity merely to borrow more: it is an opportunity for African states to construct genuine, and sovereign, development projects in this climate. These projects must seize multiple opportunities to raise funds, and the fragility of IMF power must also be utilised to advance fiscal and monetary policies that are built on an agenda committed to solving the problems of the African people, not facilitating the demands of wealthy bondholders and the Western states that back them. A number of mechanisms are on the table to avoid the IMF-driven debt-austerity trap. Some of them, expanding upon A Plan to Save the Planet, are listed below.
Invalidate historical debts and rescue stolen assets:

	Renegotiate all odious external debts of the poorer nations. An ‘odious debt’ is a debt incurred by a country without the assent of its people, such as during the phase of a military dictatorship.[bookmark: _prol_ftnref56]56

	Seize assets held in illicit tax havens, which as of 2010 total at least $32 trillion.[bookmark: _prol_ftnref57]57

Build progressive tax codes:

	Build the capacity of tax departments in each country, including digital tax infrastructure.

	Implement taxes on wealth and inheritance.

	Implement higher rates of taxation on income, such as capital gains, that is made through financial speculation by all non-bank corporate entities.

	Discourage the profit-shifting activities of multinational corporations and adopt a unitary approach to tax the share of global profits generated by subsidiaries of multinational corporations.

Reform domestic banking infrastructure:

	Democratise the banking system by expanding the role and size of public banking and by implementing more regulations of and transparency for private banking.

	Enforce ceilings as a percentage of liabilities on speculative banking activity by commercial banks.

	Regulate the interest rates that banks charge for specific goods, such as housing loans.

	Implement tight regulations for pension funds so that the savings of the people are not used recklessly for financial speculation and encourage the creation of public sector pension funds.

Build alternative funding sources to the IMF’s debt-austerity traps:

	Set capital controls to prevent both foreign and domestic capital flight, policies that even the IMF argues are important.[bookmark: _prol_ftnref58]58 As highlighted earlier, capital flight is not only deleterious for local financial markets: it also robs the continent of the resources needed to drive an autonomous developmental agenda. With capital controls, governments will be able to devise effective monetary policies in an environment that would not be buffeted by shocks and unexpected fragilities. Capital controls must be implemented alongside a robust wealth tax collection system, pro-labour distribution policies, and the prevention of dollarisation.

	Attract investment from institutions that do not enforce structural adjustment conditions, such as the Belt and Road Initiative and the BRICS’s New Development Bank. The absence of SAPs-like conditions on these emerging and alternative sources of capital explains their growing popularity in the South and Africa in particular.

	Take advantage of local currency central bank swap arrangements (such as those offered by the People’s Bank of China).

	Adopt ceilings on the interest rates that commercial and multilateral lenders charge developing countries.

Enhance regionalism:

	Encourage the creation of regional trade and reconciliation mechanisms.
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The artwork in this dossier attempts to illustrate the true face of corruption on the African continent – from the brutal plunder of the colonial era to today’s legalised looting by multinational corporations through tax evasion and other illicit forms of accounting. The satirical images aim to subvert the racialised image of African corruption and highlight the true cost of neo-colonialism and the faces of the true culprits – the Western multinational corporations, banks, and accounting institutions who underdevelop Africa for their own profit.

In the years following the fall of the Soviet Union, the word ‘corruption’ increasingly began to appear in the reports of multilateral agencies and non-governmental organisations. These reports argued that corruption is rooted in the regulatory function of states, which control large-scale development projects and whose officials oversee the delivery of licences and permits; if the regulatory function of states could be minimised, many of these reports argued, corruption would be less pervasive. This kind of anti-corruption discourse fit neatly within the neoliberal drive to shrink states’ regulatory apparatuses, deregulate and privatise economic activity, and promote the idea that the freedom of the market’s invisible hand would create a moral foundation for society.
Yet, none of these reports – including those from the World Bank and Transparency International – offered a clear definition of corruption. In The Anti-Corruption Plain Language Guide (2009), Transparency International defined corruption as ‘the abuse of entrusted power for private gain’.[bookmark: _ednref1]1 Three years later, the World Bank described corruption as ‘the abuse of public office for private gain’.[bookmark: _ednref2]2 These definitions are similar, and they continue to be reproduced in reports from multilateral organisations and in academic scholarship. The key word here is ‘abuse’, and the main implication is that someone in the public sector entrusted with power or public office abuses their role for private gain, such as through bribery, nepotism, extortion, and embezzlement. This orientation argues that if the state were smaller or more disciplined, there would be little to no corruption in society. Even though the non-governmental organisation Transparency International added a concern about private sector corruption in 2010, this addition has been marginal to the overall focus on public sector corruption.[bookmark: _ednref3]3
The epicentre of this argument has been the African continent, where the idea of ‘corruption’ – meaning corruption of the state – has effectively been used to diminish the state’s regulatory functions and reduce the number of state employees. It is important to note that while 21% of the European workforce, on average, is employed in the public sector, that number is a mere 2.38% in Mali, 3.6% in Nigeria, and 6.7% in Zambia, which in turn limits these states’ capacity to manage and regulate large multinational corporations on the African continent.[bookmark: _ednref4]4 Furthermore, over the course of the 1990s and the 2000s, the International Monetary Fund (IMF) fought to reduce public-sector employees’ salaries, which certainly increases the likelihood of bribery. The IMF outlined this approach in its 1991 Public Expenditure Handbook, which makes reducing the wage bill for public-sector workers a central part of its agenda.[bookmark: _ednref5]5
In neoliberal literature, corruption primarily takes the form of bribery, extortion, and embezzlement – all of which refer principally to public sector corruption – while omitting concepts such as transfer mispricing, trade mis-invoicing, accounting irregularities, financial mismanagement, and tax avoidance – all of which are essential elements of multinational corporations’ accounting practices.[bookmark: _ednref6]6 There are a range of socio-psychological reasons for corruption, the most referenced one being greed. But greed is not a transhistorical concept or emotion; rather, it is shaped by the social formation in which it is allowed to grow. Capitalism has a special relationship to greed, since it fosters the ‘animal spirits’ (as the economist John Maynard Keynes put it) to reduce all human life to commodities and to centralise the profit motive as the economic motor.[bookmark: _ednref7]7 Yet, older forms of morality that are eager to set aside hypocrisy and overcome the dominion of money prevail in social consciousness across the world. This dossier is anchored in the popular sentiment against corruption in society, driven largely not by petty bribery but by industrial-scale corruption by private capital. The Malaysian sociologist Syed Hussein Alatas called this ‘tidal corruption’: the corruption that ‘floods the entire state apparatus involving those at the centre of power. Like the tide, it rises to cover wider areas and immerse the surrounding vegetation’.[bookmark: _ednref8]8 This dossier is not a defence of corruption; on the contrary, it argues for an understanding of corruption that is not rooted solely in the public sector but that appreciates the tidal corruption set in motion by the leading forces of capitalism. It focuses on the African continent because that is where agencies such as the IMF and the World Bank have most effectively wielded the idea of ‘corruption’ to undermine states’ sovereignty and subjugate the countries of the Global South to the extraordinary power of multinational corporations, particularly in the mining sector.[bookmark: _ednref9]9


Part 1: The Neoliberal Corruption Industry
In 1993, Peter Eigen, a German lawyer who worked at the World Bank in the legal department, registered an association in Germany called Transparency International. Eigen worked with Michael Wiehen (formerly of the World Bank) and Hansjörg Elshorst (formerly of the German Agency for Technical Cooperation) to establish Transparency International in German business and government circles as a legitimate organisation. Before going forward to discipline countries of the Global South, the association had to ensure that European states had built their own legitimacy regarding corruption. That is why they lobbied the governments of France and Germany to stop the policy of what, in Germany, is called Schmiergeld (bribe money); these countries not only allowed bribes to be paid in foreign jurisdictions, but then permitted companies to deduct these payments from tax obligations.[bookmark: _ednref10]10 This lobbying resulted in the passage of the 1999 Organisation for Economic Cooperation and Development (OECD) Convention on Combating the Bribery of Foreign Public Officials in International Business Transactions. By passing this convention, European officials and their counterparts in North America created a framework about corruption through which to adopt a morally superior position over governments in the Global South.[bookmark: _ednref11]11 In 1997, Matthew Parris, a conservative South African-born member of the British Parliament, said, ‘Corruption has become an African epidemic. It is impossible to overstate the poisoning of human relations and the paralysing of initiative that corruption on the African scale brings’.[bookmark: _ednref12]12 This phrase – on the African scale – defines an attitude toward corruption that embodies both the long colonial history of theft and the neocolonial present of corporate malfeasance on the continent.
Yet those who moralise about African corruption have little to say when it comes to the criminality of corporate corruption. Take, for example, the German-South African retail giant Steinhoff International (1964–2023). In 2015, German officials raided the offices of Steinhoff Europe Group Services as part of an investigation into accounting fraud. As the scandal became too big to contain, with new investigations by contracted firms such as PricewaterhouseCoopers, and with Steinhoff’s senior management forced to resign, the South African parliament opened its own investigation of the firm, which found that businesses such as Steinhoff rely upon public funds for their investments, including – in the case of South Africa – the Public Investment Corporation.[bookmark: _ednref13]13 These public funds lost billions in Steinhoff’s eventual collapse. In 2019, South Africa’s Financial Sector Conduct Authority imposed an administrative fine of ZAR 1.5 billion (US $95 million) on the company for false, misleading, or deceptive statements to the market. This fine was later reduced to ZAR 53 million (US $3.4 million), a minuscule amount compared to the approximately ZAR 124.9 billion (US $6.9 billion) involved in fictitious or irregular transactions that substantially inflated Steinhoff’s profits and assets between 2009 and 2017.[bookmark: _ednref14]14 In the service of ‘investor-friendly policies’, these scandals are either underreported or treated as the exception rather than the rule. Yet this is a familiar story, from the accounting debacles at Enron Corporation (2001) and Arthur Andersen (2002) – which led to the largest known case of corporate fraud in history – to the faked emissions scandal at Volkswagen (2015).
Before Transparency
In the period of decolonisation and then of the formation of post-colonial states, Western-driven modernisation theory argued that corruption was not a ‘poison’ but an asset that helped shape the relationship between the ruling class and the state apparatus. Drawing from the experience of the United States, Robert K. Merton’s Social Theory and Social Structure (1949) provided the basis for this line of argument: that corruption made the relationship between state officials and the ruling class more intimate.[bookmark: _ednref15]15 In the 1960s, a range of influential scholars published important articles based on fieldwork in Africa and Asia to substantiate the claim that corruption ‘humanises government’, as Edward Shils wrote in 1960.[bookmark: _ednref16]16 Indeed, in his classic work Political Order in Changing Societies (1968), Samuel Huntington argued that corruption (or what he defined as ‘patronage from above’) in Africa, Asia, and Latin America had contributed to the creation of ‘the most effective political parties and most stable political systems’.[bookmark: _ednref17]17 In this Western modernisation literature, which dominated the worldview of multilateral institutions, corruption was treated as an utterly normal – even beneficial – form of economic interaction.
Modernisation theory played a considerable role in the new post-colonial states, but it was not the only approach to economic development. In 1955, the Bandung Final Communiqué made it clear that the most predatory aspect of the world economy’s neocolonial structure was the role of transnational corporations (TNCs), as they were known then (later called multinational corporations, or MNCs). Many of these TNCs, which emerged during the colonial era, had built up their capital stock through colonial theft and structured world economic relations to gain privileged access to raw materials in the former colonies as well as captive markets to which to export their expensive finished products. That is why the new post-colonial states centred the role of TNCs as they developed the platform of the New International Economic Order (NIEO): if these states were to establish sovereignty over their own territories, they had to reduce the power of TNCs either by regulation or restriction.[bookmark: _ednref18]18 Since many of these states lacked the capacity to develop an in-depth analysis of how these firms were organised or how they managed their financial transactions, they urged the UN Conference on Trade and Development (UNCTAD) and other United Nations bodies to do so. In 1974, the UN Centre for Transnational Corporations (UNCTC) was created for this purpose and began to build a database on the major TNCs’ operations in order to understand what was seen as the institutionalisation of corruption through novel manoeuvres of accounting.
At the same time, the post-colonial states understood the grave limitations they had inherited from their old colonial masters all too well, such as a hierarchical state apparatus designed to terrorise the colonised population and a bureaucracy that had been trained to serve the ends of colonialism, not the people. With the departure of the colonial bureaucrats, the now independent states had to train almost an entirely new administration, many of whose cadre came from impoverished or near-impoverished backgrounds (material conditions that increased the temptation to accept bribes). These states opened public administration institutes to develop the capacity of their new employees and to encourage them to work with the spirit of the national liberation struggles that had won them independence. Each state’s attitude towards public administration varied based on its class politics: in states with a more landlord-bourgeois character, the public administration institutes inherited the old colonial forms of bureaucracy without much revision, whereas states with a higher socialist character (such as China and Vietnam) emphasised combatting the forms of hierarchy amongst state officials. In Vietnam, for instance, Ho Chi Minh called upon the new workers to lead by example rather than corrupt society with bribery and extortion (Thi đua là yêu nước, yêu nước thì phải thi đua, Ho Chi Minh said: ‘emulation is patriotism; patriots must emulate’).[bookmark: _ednref19]19 Since the material conditions to build a new kind of state simply did not exist, modern training and social pressure became the primary avenues through which to inculcate new values against a backdrop of low salaries and great temptations (the ‘creation of a new man’, as Ernesto ‘Che’ Guevara wrote).[bookmark: _ednref20]20 Yet, in the era ‘before transparency’, under pressure from TNCs and from Western modernisation theory which justified bribery, post-colonial governments struggled to produce new state values.
The Age of Transparency
In the 1990s, a new argument emerged from the Western academy and multilateral organisations controlled by Western governments. This new theory, which moved from modernisation to neoliberal theory, suggested that the states in the Global South were the locus of corruption, that a smaller state would largely solve the problem, and that more pressure must be placed on these states in order to ‘discipline’ them. The idea that TNCs – now MNCs (multinational corporations) – could be corrupt completely vanished in this theory.
In 1992, under pressure from the US government, the UNCTC was integrated into UNCTAD, where its mandate was radically transformed. Instead of being a watchdog of these large corporations, the UNCTC put its resources toward helping MNCs enter southern markets. There was no more interest in producing a TNC Code of Conduct, the skeleton of which was relegated to a languishing draft from 1983 that is raised every few years and thereafter ignored in special sessions.[bookmark: _ednref21]21 In other words, the UNCTC became largely moot. What is truly remarkable is that the UNCTC and its code of conduct were sidelined by the West just when UNCTAD showed that 80% of global trade (in terms of gross exports) was linked to the international production networks of these mega corporations that operated across national boundaries, and that the market was becoming increasingly concentrated around these firms.[bookmark: _ednref22]22 That is largely why multilateral agencies make no mention of the private sector in their definition of corruption, which they describe as merely the ‘abuse of public office for private gain’.
In 1995, in place of the UNCTC’s TNC Code of Conduct, Transparency International released its annual Corruption Perceptions Index (CPI).[bookmark: _ednref23]23 The CPI was measured by a group of ‘experts’ (often private businessmen) who offered their subjective assessment of public sector corruption in various countries. Even when the CPI redefined corruption in 2010 as ‘the abuse of entrusted power for private gain, encompassing practices in both the public and private sectors’, it still ranked countries based on the perception of corruption in the public sector.[bookmark: _ednref24]24 The underlying neoliberal theory here is that corruption in the public sector corrodes the quality of investments in public goods, as corrupt officials seek to increase the volume of investments in order to increase bribes without considering how those investments align with broader national development goals. According to this theory, the correct course is more privatisation and less government oversight; its proposal for ‘transparency’ is merely to eviscerate regulatory state apparatuses and exaggerate the private sector’s ability to profit from public goods.
Under pressure from Transparency International and allied Western governments, the United Nations General Assembly adopted the UN Convention Against Corruption in 2003, which was replicated in the 2003 African Union Convention on Preventing and Combating Corruption. The UN and African Union (AU) treaties do not explicitly define corruption; rather, they make a list of offences that they suggest should be criminalised, which overwhelmingly focuses on the public sector (such as bribery of public officials).[bookmark: _ednref25]25 The UN convention, AU convention, and Transparency International’s CPI treat various types of theft as perfectly legal, including the legal theft of surplus value from workers, the illegal deductions of fines and fees used to penalise workers, and corruption legalised by accountants. By turning a blind eye to corporate corruption and focusing, instead, on bribes of public officials, these entities normalise the structured criminality of capitalism. Furthermore, the Western-driven UN Convention and the Western-based NGO (Transparency International) that have taken charge of this discourse of corruption have made it appear as though the West has transcended corruption and that corruption is primarily a problem in the Global South. This narrative exculpates the Western-based MNCs from blame and erases the long anti-corruption struggles in the Global South, a rich ethical tradition that is rooted both in religion and in common sense.
Meanwhile, the world of accounting has developed a new form of theft called ‘sustainability reporting’, which is emblematic of a broader trend that seeks ways to hide money from tax authorities and legalise corruption. This form of greenwashing allows accounting firms to disclose what they are doing to incorporate environmental, social, and governance (ESG) factors in order to discount their taxable income, and in so doing often providing false or misleading claims about the environmental benefits of a product, service, or investment.[bookmark: _ednref26]26 Furthermore, these accounting practices are not obligated to produce or follow a proper environmental assessment, nor are they concerned about the displacement of residents from an area of operation, degradation of ecosystems, misuse of agricultural land, consumption of fossil fuel energy, or harsh exploitation of labour. Despite rampant abuse by MNCs – the plastic pollution generated by Coca-Cola’s Africa branch; logging in Norwegian-owned Green Resources Mozambique, Tanzania, and Uganda; and wildly unethical harvesting of ‘ethical diamonds’ by De Beers, to name a few – accounting firms are allowed to investigate themselves and are absolved from accusations of corruption for this type of behaviour, which falls far outside the neoliberal understanding of corruption.[bookmark: _ednref27]27

Part 2: The Big Heist
Glencore and Zambia
From 2003 to 2023, Zambia’s exports to Switzerland (almost entirely consisting of semi-processed copper) totalled $61 billion – nearly half of the country’s total exports during this period ($145 billion).[bookmark: _ednref28]28 In other words, Switzerland, a tiny landlocked country thousands of kilometres away, has accounted for half of Zambia’s total export market for the last two decades. But it was not always like this.
From 1995 to 1999, for instance, Zambia’s exports to Switzerland, totalling $159 million, made up just 3% of the country’s total exports. This began to change in 2000, when a controlling stake of Mopani Copper Mines (MCM), which up to that point had been owned by the Zambian state, was purchased by Carlisa Investments, a company owned by the giant Swiss commodities trader Glencore AG and domiciled in the British Virgin Islands (itself a tax haven). Therefore, from a legal standpoint, MCM was not owned by Glencore, which allowed Glencore to comply with legal requirements to engage in ‘arm’s length transactions’ with MCM on paper (meaning that they are parties acting independently without influencing each other) while doing the opposite in practice. It is illegal for a company to purchase from and sell to itself (one of the few regulations in place to prevent MNCs from committing tax evasion). However, a company – such as Glencore – can create a subsidiary company – such as Carlisa – with whom it can carry out transactions as if it were a separate company ‘at arm’s length’ while still exercising full influence over the terms and prices in practice. Since it is the subsidiary – Carlisa, in this case – that owns a third company – MCM – Glencore’s transactions with MCM are technically between two independent entities. Efforts are made to ensure that there is no paper trail suggesting otherwise.

* We chose to refer to Glencore as the owner of the mine because in practice, and in common knowledge, Glencore is the owner of the mine. Since Glencore uses Carlisa to obscure its theft of wealth from Zambia, often by shifting its profits around to evade taxes through transfer pricing, we have chosen not to mirror their language of obscurity in this dossier.

As figure 1 shows, Zambia’s annual exports to Switzerland skyrocketed from virtually zero prior to Carlisa’s (i.e., Glencore’s) purchase of MCM in 2000 to nearly $4 billion in 2020. This pattern led many to suspect that Glencore was engaging in transfer pricing – shifting its profits from a high-tax jurisdiction (Zambia) to a low-tax jurisdiction (Switzerland) in order to pay the least possible amount of taxes and maximise its net profits. In other words, instead of having to pay 30% in corporate taxes on the sale of copper in Zambia based on the commodity’s true value, Glencore is able to price the value of copper sales near zero through its relationship with Carlisa and pay taxes on that artificially low amount. Then it pays corporate income taxes in Switzerland at a rate of 14.6% – nearly half the rate it would have had to pay in Zambia.[bookmark: _ednref29]29
In 2010, the Zambia Revenue Authority took Glencore to court for engaging in transfer pricing. Despite arguing that its transactions with MCM were ‘arm’s length’ transactions between two unrelated entities – MCM and Glencore – (after all, MCM was owned by Carlisa, not Glencore), Glencore lost and was instructed to pay a penalty in addition to lost taxes due to transfer pricing.[bookmark: _ednref30]30 After a costly, ten-year legal battle, the decision was upheld by Zambia’s Supreme Court – a landmark ruling that had wider implications for the future taxation of multinational corporations in Zambia and the region. Yet, even so, the penalty levied was a paltry $13 million – a far cry from the hundreds of millions, perhaps billions, of dollars that Glencore has spirited away from Zambia since 2000.[bookmark: _ednref31]31
Thabo Mbeki’s High-Level Panel on Illicit Financial Flows
In 2011, the United Nations Economic Commission for Africa (UNECA) established the High-Level Panel on Illicit Financial Flows, an outcome of a joint conference hosted by the AU and UNECA. In the words of the panel’s chairperson Thabo Mbeki, this was done in the interest of ensuring ‘Africa’s accelerated and sustained development, relying as much as possible on its own resources’ and ensuring ‘respect for the development priorities it had set itself’. After all, Mbeki said, ‘progress on this agenda could not be guaranteed if Africa remained overdependent on resources supplied by development partners’.[bookmark: _ednref32]32
The panel conducted in-depth analytical studies, interviews, and site visits over the course of several years before delivering a 120-page report to the AU in 2015. The report suggested that, even by conservative estimates, Africa was in fact a net lender of capital to the world – not a net borrower, as is the common perception. In other words, if not for theft on this grand scale, Africa would have all the necessary capital within its borders to meet its developmental aspirations.
The very same multinational corporations that had been billed as partners in Africa’s quest for development were making off with most of the continent’s wealth.
The report focused on illicit financial flows out of Africa, which it defined as ‘money illegally earned, transferred, or used’. ‘In other words’, the report continued, ‘these flows of money are in violation of laws in their [country of] origin, or during their movement or use, and are therefore considered illicit’. Some activities, though ‘not strictly illegal in all cases’, the report explained, could be categorised as ‘illicit’ since they ‘go against established rules and norms, including avoiding legal obligations to pay tax’.[bookmark: _ednref33]33
The report estimated that from 2000 to 2010, illicit financial flows out of Africa ranged between $30 billion and $60 billion per year, or a total of between $300 billion and $600 billion over the entire 10-year period. Yet, it was careful to state that the true magnitude of illicit financial flows were likely many orders of magnitude higher than the estimates provided, since, as Chairperson Mbeki wrote, ‘those responsible [for illicit financial flows] take deliberate and systematic steps to hide them’.[bookmark: _ednref34]34 For instance, another report on illicit financial flows, produced by Global Financial Integrity in 2015, found that Africa lost $675 billion in illicit financial flows from 2004 to 2013 while the developing world as a whole lost $7.8 trillion during this period, with these flows increasing twice as fast year-on-year as global Gross Domestic Product.[bookmark: _ednref35]35
Importantly, and perhaps without precedent for an inter-governmental analysis, the Thabo Mbeki Report, as it came to be known, revealed that the majority of illicit financial flows out of Africa (about 65%) were due to legally sanctioned commercial activities whose purpose was ‘hiding wealth, evading or aggressively avoiding tax, [and] dodging customs duties and domestic levies’.[bookmark: _ednref36]36 Multinational corporations’ standard way of limiting tax liabilities, the report explained, was to make false declarations, whether about undervaluing export receipts, overvaluing the costs of business with the ultimate purpose of limiting profits, or, in the extreme case, falsely declaring losses. One intriguing example in the report was that of an unnamed telecommunications giant which was causing the host government to lose an estimated $90 million annually through methods such as ‘diverting international calls and transforming them into local calls, with operators then making fake declarations of incoming international call minutes to reduce the tax payable to the [host] government’.[bookmark: _ednref37]37
Though many governments and multilateral agencies committed to implementing the reports’ recommendations when it was published in 2015, there is little to show for these promises as capital continues its unimpeded flight from Africa.

Part 3: Five Ways to Make Money from Africa
In his 1963 book Africa Must Unite, Ghana’s first President Kwame Nkrumah wrote, ‘We have here, in Africa, everything necessary to become a powerful, modern, industrialised continent. United Nations investigators have recently shown that Africa, far from having inadequate resources, is probably better equipped for industrialisation than almost any other region in the world’. Nkrumah was referring to the United Nations’ Special Study on Economic Conditions and Development, Non-Self-Governing Territories (1958), which detailed the continent’s immense natural resources. ‘The true explanation for the slowness of industrial development in Africa’, Nkrumah wrote, ‘lies in the policies of the colonial period. Practically all our natural resources, not to mention trade, shipping, banking, building, and so on, fell into, and have remained in, the hands of foreigners seeking to enrich alien investors and to hold back local economic initiative’.[bookmark: _ednref38]38
How exactly do alien investors go about making money from ‘everything necessary’ for Africa’s sovereign development? We decided to put together a five-point guide that begins to answer that question.

	Working with the IMF, World Bank, and World Trade Organisation to encourage (i.e., coerce) African governments to implement ‘investor-friendly’ policies. By ‘investor-friendly policies’, we mean the kinds of policies that make it easy to bring capital into Africa and use that capital to extract as much wealth as possible from the continent. Examples of such policies include privatising vital social services (health and education are key); enacting tax incentives that make it possible for investors to pay zero taxes; eliminating labour rights so that workers can be exploited as much as possible; and liberalising the host country’s capital account, which makes it easy to extract all the profits made in Africa.


	Investing in the extractives sector, but not in manufacturing. The trick is to invest in those sectors that make it easy to make a quick buck while hiding behind a veil of opacity. There is no better sector to do this than extractives in Africa, whether drilling oil in Angola, collecting coltan in the Congo, or capturing natural gas in Mozambique. The sites of extraction in this sector are often in enclaves far away from capital cities and, therefore, away from the prying eyes of regulators and the citizenry, thus providing the necessary cover to extract as many resources as possible. Furthermore, investing in extractives rather than manufacturing promises the perpetual underdevelopment of Africa and, therefore, guarantees that the continent will forever be vulnerable to extractive capital – an investment that just keeps giving.


	Engaging in transfer pricing. Transfer pricing is a time-tested technique developed by MNCs to expatriate as much profit as possible from the Global South. The subsidiary company in Africa ‘sells’ its products to the so-called parent company in the West, which subsequently sells the product to the ultimate beneficiary and, therefore, pockets the profits in the West. For example, a Swiss-owned mining operation in the Congo sells its cobalt to its parent company in Switzerland for a price that is nearly zero; the Swiss company then sells the cobalt to the ultimate buyer located at an electric car company in the US at the true value of the cobalt. The general idea with transfer pricing is to pay as little taxes as possible in Africa while booking the profits in the West and paying moderate taxes there.


	Exaggerating production costs. Remember that since corporate taxes are levied on profits, anything that fictitiously reduces profits reported in Africa also limits the taxes that the corporation is obliged to pay. The example of transfer pricing is one way to reduce the profits reported in Africa. Another trick is to exaggerate costs incurred on the continent in ways that the authorities cannot verify. For example, a consulting company, located in the West, can provide expensive ‘consulting services’ to an African operation in a way that limits the profits in Africa and shifts them to the West. Another cost exaggeration gimmick is to grant a non-existent loan to an African subsidiary: interest payments on this fake loan serve to exaggerate production costs in Africa and, therefore, limit profits that must be reported there, instead shifting them to the West.


	Hiring one of the Big Four accounting firms. The Big Four accounting firms – all British – are Deloitte, PricewaterhouseCoopers, Ernst & Young, and Klynveld Peat Marwick Goerdeler. Their stamp of approval is golden, and their audited reports are treated as legal documents. Instead of using information barriers (so called ‘ethical walls’) as they were intended – to ensure the independence and objectivity of the tax advice, consulting services, and auditing – these firms obscure the fact that, often, the same firm provides consulting services while also auditing the hiring company’s books – including auditing these consulting services. For instance, a firm proposes an operational optimisation plan or aggressive tax planning, and that same firm is the ‘independent auditor’ that oversees this plan and then issues an allegedly unbiased opinion that the financial statements are fair. Due to the reduction of state capacity, many African governments now rely upon the reports of accounting firms as uncontested statements of the truth about the operations of MNCs. The hefty fees demanded by the Big Four are very much worth the investment for MNCs, given the hundreds of billions of dollars that they save in taxes.

These five points allow MNCs to make off with Africa’s wealth while ensuring that the continent remains underdeveloped, and yet they are conceptualised as smart business strategies rather than a form of corruption or theft. These actions are legitimised by the hegemonic discourse of corruption, which has taken a decisively neoliberal direction that seeks to dismantle state regulation and protect MNCs. Actual corruption – which manifests both in the corruption of MNCs and the petty corruption of public officials – must be tackled head on, indeed with a clarity that does not exist at present.
Will there ever be an AU Convention on Corporate Corruption?
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This dossier was produced in collaboration with the Research and Publications Centre (Lahore, Pakistan) and written by Taimur Rahman, associate professor of political science at the Lahore University of Management Sciences (LUMS), spokesperson of the band Laal, and general secretary of the Mazdoor Kissan Party and of the Left Democratic Front.
The photographs featured in this dossier are by Ali Abbas (‘Nad E Ali’), a visual artist based in Lahore, Pakistan, whose work explores themes of alienation, belonging, and the in-between spaces that exist in all cultures. The photographs are from the series ‘Hauntology of Lahore’ (2017–present), borrowing the term from philosopher Jacques Derrida. In Abbas’s words, ‘within the very landscape of Lahore, amidst its bustling streets, ancient structures, and vibrant communities lies a reservoir of untapped futures and unrealised potential’. This dossier sheds light on that reservoir of untapped futures and unrealised potential in an economic, political, and cultural sense, not only of Pakistan, but of the oppressed people of the Third World more broadly.


Pakistan has made international headlines repeatedly over the last year, unfortunately for almost all the wrong reasons. While the country has been associated with extremism and terrorism for over two decades, more recently Pakistan has become known for natural disasters and political upheavals. Catastrophic floods have displaced tens of millions of people while a controversial vote of no confidence in March 2022 forced Prime Minister Imran Khan and his party, Pakistan Tehreek-e-Insaf (PTI or ‘Pakistan Movement for Justice’), out of office.[bookmark: _prol_ftnref1]1
Among the issues that deserve serious attention is the massive and unprecedented contraction of the country’s economy. The International Monetary Fund (IMF) has projected that Pakistan’s economy will grow by a mere 0.5% in 2023 and that the public will experience inflation rates upwards of 27%.[bookmark: _prol_ftnref2]2 The government’s own data indicates that the Pakistani economy has only grown by about 0.29% in 2023.[bookmark: _prol_ftnref3]3 Given that Pakistan’s population is increasing at a rate of 1.8%, outpacing national economic expansion, the gross domestic product (GDP) per capita will shrink.[bookmark: _prol_ftnref4]4 In simple terms, the average Pakistani is going to be significantly poorer in the coming years.
According to the World Bank, between 8.4 and 9.1 million people in Pakistan likely slipped below the poverty line in 2022 owing to the combined effects of inflation and the destruction of crops by the floods that inundated a third of Pakistan’s agricultural land.[bookmark: _prol_ftnref5]5 Damages and economic losses from the floods have been estimated to exceed $30 billion, with a minimum of $16 billion needed for reconstruction.[bookmark: _prol_ftnref6]6
Pakistan’s GDP Growth Rate, 1961–2023.

Source: Macrotrends.[bookmark: _prol_ftnref7]7

Prior to the floods, the COVID-19 pandemic had already caused disruptions and contractions in almost every sector of the economy. GDP growth rates fell from 6.15% in 2018 to -1.27% in 2020. The decline was driven by a sharp contraction in the services sector, particularly in wholesale and retail trade, as well as the transportation and communications sectors. The pandemic increased unemployment and poverty, as many businesses were forced to close or reduce their operations due to lockdowns and social distancing measures.[bookmark: _prol_ftnref8]8 Crucially, the pandemic exacerbated Pakistan’s fiscal and external imbalances as tax revenues declined, spending on health and social protections increased, and exports and foreign remittances decreased. Owing to supply chain disruptions, hoarding, and panic buying, food prices rose and double-digit rates of inflation became the norm in 2021.
Although Pakistan recorded an impressive post-COVID-19 recovery, it was extremely short-lived. In 2023, the economy has struggled against adverse terms of trade. As the Pakistani rupee declines in relation to the US dollar, Pakistan’s import bill rises, causing massive cost-push inflation (i.e., when prices rise because of increasing production costs such as wages and raw materials). Rising import bills result in higher costs for electricity, transportation, and even raw materials, which means that local industries become less competitive in the international market. As such, the value of the country’s imports exceeds the value of its exports, leading to a growing current account deficit. The whole cycle repeats like the time loop in the film Groundhog Day (1993), but without a happy ending.
The current Pakistan Democratic Movement coalition government, which came to power in April 2022 after a vote of no confidence passed by a hair’s breadth, is experiencing enormous economic and political difficulties. The government has delayed provincial elections in defiance of rulings by Pakistan’s Supreme Court that such decisions were unconstitutional. Meanwhile, breadlines are growing longer, and desperately poor people have been crushed in stampedes at flour distribution centres.[bookmark: _prol_ftnref9]9
In sum, things are a mess. Why is this all happening?
Some allege that Russia’s Vladimir Putin and China’s Xi Jinping are to blame for Pakistan’s troubles.[bookmark: _prol_ftnref10]10 Although it strains credulity, according to this train of thought, the war in Ukraine and Chinese loans are responsible for the country’s debt problems. As US State Department Counsellor Derek Chollet put it during a February 2023 visit to Islamabad, ‘We have been very clear about our concerns not just here in Pakistan, but elsewhere all around the world about Chinese debt, or debt owed to China’.[bookmark: _prol_ftnref11]11
This line of thinking is flawed in three key aspects. First, the balance of Pakistan’s trade deficit, which causes the government to ask for loans, long predates the war in Ukraine. Second, while China holds about 30% of Pakistan’s foreign debt, most of this debt is in the form of project loans connected to the China-Pakistan Economic Corridor (CPEC), part of the Belt and Road Initiative. In other words, this debt goes directly to improving the country’s infrastructure and prospects for economic development.[bookmark: _prol_ftnref12]12 Most importantly, China has not dictated any specific economic model or policy to Pakistan. This is a sharp contrast to Pakistan’s long history of following IMF recommendations: in the 76 years since its independence, Pakistan has entered into 23 agreements with the IMF – that is, on average, an agreement every three years. Moreover, the present austerity measures that have cause electricity, fuel, and gas prices to skyrocket were recommended by the IMF.[bookmark: _prol_ftnref13]13
In 1995, Pakistan joined the World Trade Organisation (WTO), and the country’s average import tariffs decreased from 45% to 8.6%.[bookmark: _prol_ftnref14]14 For the last 20 years, foreign imports have been flooding the local market, and the new consumption economy that emerged from 2003 onwards has witnessed a severely declining balance of trade.[bookmark: _prol_ftnref15]15 Pakistan’s balance of payments problems have long been managed by the country’s main ‘export’ – its geostrategic value to Washington. When the United States invaded Afghanistan in 2001, it needed Pakistan’s support, and so it removed its economic sanctions against the country and provided it with economic, security, and military aid. In the same period, owing to Pakistan’s strategic importance in the ‘War on Terror’, the Paris Club rescheduled $12.5 billion out of the total of $13.5 billion of the debt that Pakistan owed to it.[bookmark: _prol_ftnref16]16 In addition, it also granted the country trade concessions.[bookmark: _prol_ftnref17]17 It was almost as if Pakistan had received a clean slate and could start all over again. But this was not to last.
From 2004 onwards, Pakistan’s imports began to outstrip its exports.[bookmark: _prol_ftnref18]18 To some extent, this was mitigated by workers’ remittances from abroad. However, between 2015 and 2018, Pakistan’s current account deficits skyrocketed from $2.8 billion to $18 billion.[bookmark: _prol_ftnref19]19 This predated the Ukraine war – the pretext used to divert attention away from facts and instead contribute to the New Cold War against China and Russia – and had little to do with CPEC. Rather, this deficit was driven by the fact that Pakistan is no longer competitive in the international market and has continued to import goods and services at a rate that it simply cannot afford.
Pakistan struggles to compete in the international market not because labour costs are too high, but because, despite receiving export promotion benefits, textile exporters have been unable to enhance labour productivity over the last four decades.[bookmark: _prol_ftnref20]20 There has been no serious effort either in the public or private sector to improve the country’s technological infrastructure. As a result, over time, countries such as Bangladesh, China, and Vietnam have surpassed Pakistan in textile productivity and exports.
At the same time, the voracious appetite for imported luxury goods has become so high that Pakistan’s trade deficit now stands at $42 billion, about $30 billion of which is paid for by workers’ remittances.[bookmark: _prol_ftnref21]21 The country’s economy is transforming from one that primarily exported cotton and cotton-related products during the Green Revolution in the 1960s and 1970s to a country that is increasingly exporting mainly its workforce and labour power.


An Import-Dependent Economy
When the global neoliberal wave hit Pakistan in the 1990s, the country’s publicly owned power sector was unable to keep pace with rising demand. The government could not privatise this massive natural monopoly, so, instead, they created the 1994 Independent Power Producers Policy (IPP), which invited foreign investors to create power plants. The issuing of contracts to IPPs was a key component of Pakistan’s power sector reform programme in the mid-1990s, aimed at attracting private investment in electricity generation and reducing the country’s dependence on public sector power companies. Today, nearly half of Pakistan’s power is produced by these privately owned power producers called IPPs.
Under this arrangement, the government offers contracts to IPPs that have effectively guaranteed them profits in US dollars. Since the rates of fuel inputs and electricity outputs are predetermined by the contract in dollars, when the price of the dollar goes up, it barely affects the profit margin of IPPs, but it increases the costs to the government. IPPs have negotiated capacity charges so that, once energy plants are ready to produce power, the government must pay the private firms a certain amount of money, even if the government does not buy power from them. In other words, the government is saddled with the market risk and IPPs are assured an adequate return.
The agreement with these investors also allowed IPPs complete freedom to choose how they would produce electricity. They have opted to do so using furnace oil, liquid natural gas, and imported coal, leading the country to pivot from producing electricity through dams to burning fossil fuels. Not only is this terrible for the environment, but the per unit cost of production of electricity from these fuels is nearly eight times more than the electricity produced from water.[bookmark: _prol_ftnref22]22 Since Pakistan does not produce any significant quantity of oil, this has also resulted in an increasing bill for oil imports. As a result of this dynamic, roughly one-quarter of Pakistan’s imports are oil and gas.[bookmark: _prol_ftnref23]23
Furthermore, privatised power distribution companies mainly rely on government subsidies to continue functioning.[bookmark: _prol_ftnref24]24 This energy policy is one of the central reasons behind Pakistan’s cyclical debt crisis. When the government is unable to pay the IPPs, the country suddenly plunges into darkness. These frequent power cuts have destroyed several industries, especially the growing power loom sector in Faisalabad.
Due to these structural issues, when the price of oil rises or when the dollar shoots up in relation to the Pakistani rupee, oil imports become more expensive.[bookmark: _prol_ftnref25]25 Consequently, transportation and electricity costs rise, exporters become less and less competitive, and the government goes into a deficit since it picks up the bill for IPPs as the demand for electricity diminishes. In fact, the state institutions that suffer the largest losses are the distribution companies that buy electricity from the IPPs and supply it to their respective regions.
In theory, rising dollar prices should make Pakistan, a country with a weaker currency, more competitive in the export market. Imports should become more expensive, and exports should become cheaper. However, this does not hold true in an import-dependent economy. Since the production of export commodities is linked to imports, rising dollar prices do not make for any easy restoration of the balance of trade. Pakistan’s industries cannot export locally produced goods or services without first importing necessary inputs or materials. If a country is heavily dependent on imports to produce its exports, the cost of production goes up when the cost of imports increases and the value of its domestic currency falls relative to the currencies of its trading partners. This can lead to higher production costs and ultimately reduce the competitiveness of the country’s exports.
Why Can’t Pakistan Boost Its Exports?
It is not easy to increase exports in the short term. A lack of private and public investment in Pakistan’s manufacturing sector has resulted in outdated technology and infrastructure, making it difficult for local manufacturers to compete with foreign companies. IMF-imposed conditions have further dried up the investment that Pakistan sorely needs to upgrade its infrastructure and accelerate industrialisation.
Another major obstacle to increasing exports is that the high price of fuel in turn increases the cost of transportation and other logistics that are necessary for doing business. These obstacles have prevented local manufacturers from operating profitably, leading to the closure of many factories and a decline in industrial output. Further cementing this reality are the conditions set by short-term IMF loans.

In order to increase exports, it is necessary to train larger numbers of workers, update technologies, and increase investment in the manufacturing of export commodities. It seems impossible for Pakistan to achieve all of these goals under a government that is tightening the country’s belt with an austerity agenda imposed by the IMF, which requires the government to liberalise international trade and refrain from using state controls to suppress the price of the dollar. This, in part, is why Pakistan’s officials, including Finance Minister Ishaq Dar, are constantly trying to lower the price of the dollar.
IMF-Imposed Privatisation of the Public Sector
The IMF has been pushing Pakistan to privatise state-owned enterprises (SOEs) since at least 1991. Despite privatising 172 SOEs between 1991 and 2015, yielding $6.5 billion, the country was unable to solve either its persistent budget deficit or the issue of long-term growth.[bookmark: _prol_ftnref26]26 At present, there are 85 remaining SOEs, which operate in seven sectors: power; oil and gas; infrastructure, transport, and communication; manufacturing, mining, and engineering; finance; industrial estate development and management; and wholesale, retail, and marketing.[bookmark: _prol_ftnref27]27 Two-thirds, that is, 51, of these SOEs are turning a profit. Roughly 80-90% of public sector losses stem from only nine enterprises: Pakistan Railways, Pakistan International Airlines, Pakistan Steel Mills Corporation, Zarai Taraqiati Bank Limited, and five electricity distribution companies.[bookmark: _prol_ftnref28]28 In other words, the costly power sector is the main reason for Pakistan’s massive budget deficit, and its losses are directly related to the decision to privatise energy production.[bookmark: _prol_ftnref29]29
The 1994 Private Power Policy was meant to quickly address load-shedding. It had the complete support of the World Bank and was lauded by then-US Secretary of Energy Hazel R. O’Leary as the ‘the best energy policy in the whole world’.[bookmark: _prol_ftnref30]30 With such ringing support from capitalist institutions, the Pakistani government quickly and keenly adopted the policy. However, although the 1994 policy attracted $5 billion in new investment in the energy sector and expanded the country’s capacity to generate power by 4,500 megawatts, it had disastrous long-term consequences for energy and, as a result, for the entire economy.[bookmark: _prol_ftnref31]31
First, the rising cost of electricity resulted in decreasing rates of return across all industries. Second, the dollar-indexed return on equity guaranteed to IPPs shifted the entire burden of investment risk onto the Pakistani state. Rising fuel charges stemming from oil price or dollar fluctuations and capacity charges[bookmark: _prol_ftnref32]32 had to be borne by the Pakistani taxpayer. Third, as the Senate of Pakistan’s Report of the Subcommittee of the Standing Committee on Power (2020) shows, on several occasions IPPs made use of creative accounting to violate National Electric Power Regulatory Authority (NEPRA) rules and reap monopolist profits far in excess of the 15% return on equity allowed by NEPRA-regulations, placing a higher burden on public finance.[bookmark: _prol_ftnref33]33 Fourth, higher electricity prices have made the country’s once-lucrative textile export sector less competitive on the international market. Recently, the All-Pakistan Textile Mills Association argued that high electricity bills threaten to completely shut down textile exports fabricated in Punjab. Fifth, the government’s inability to make capacity payments to IPPs on time means that the country experiences frequent and debilitating power outages. Businesses across Pakistan have set up alternative private sources of power to keep their plants running. Finally, IPP contracts have worsened Pakistan’s balance of trade deficit, forcing the country to return to the IMF for badly needed short-term loans. Ultimately, the privatisation of power has significantly exacerbated Pakistan’s budget and trade deficits.
Any government that comes to power in Pakistan has to immediately scramble to put out fires related to the current account deficits and falling foreign exchange reserves. As these reserves fall, the fear of default drives leaders to seek external financing. However, without IMF approval, other international financial institutions (IFIs) are unwilling to extend credit to the country. As a result, this fear of default has driven elected representatives into the arms of the IMF to beg for loans.
Months after former Prime Minister Shehbaz Sharif began his term in April 2022, the government negotiated a $3-billion Stand-by Arrangement (SBA) with the IMF. The administration paraded this deal as if it had conquered the ancient Persian empire. This is the twenty-third IMF programme that a Pakistani government has ‘negotiated’ with the IMF, which has already stated that Pakistan needs further programmes to achieve stability.[bookmark: _prol_ftnref34]34 The release of this money was contingent upon the government taking the following measures: (1) removing all subsidies related to electricity, gas, and fuel; (2) raising the interest rate; (3) allowing the market to determine the exchange rate; and (4) restructuring SOEs. Pakistan had no choice but to comply with these conditions, with the inevitable result of more crippling inflation.
Pakistan’s National Budget Overruled
In June 2023, Finance Minister Ishaq Dar presented the government’s annual budget to Pakistan’s National Assembly. Though it was widely expected that the budget would be based on extreme austerity, with elections looming in October, the Pakistan Democratic Movement (PDM) decided not to raise taxes or lower state spending. Instead, it raised the salaries and pensions of government employees by up to 35%.[bookmark: _prol_ftnref35]35 The new budget was premised on the tenuous assumption that Pakistan would be able to raise $22 billion from other countries and IFIs.[bookmark: _prol_ftnref36]36 This would have increased Pakistan’s external debt obligations to nearly $150 billion, about half of the country’s annual GDP.
However, with the National Assembly’s approval of the budget, the IMF was unwilling to agree to the SBA. To secure the IMF deal, the finance minister unilaterally changed the budget by reducing government spending by Rs. 85 billion ($298 million) and added Rs. 215 billion ($735 million) in new taxes.[bookmark: _prol_ftnref37]37 None of these measures were approved by the National Assembly, nor was there public debate over the new budget. Only after being assured that there would be a new budget did the IMF agree to the SBA. Finance Minister Dar’s circumvention of the Pakistani people’s elected representatives, essentially at the behest of the IMF, was the most flagrant violation of the country’s economic sovereignty in its 76 years since independence.
Countries such as Pakistan have completely lost all control over their economies. Further evidence of this is the fact that the State Bank of Pakistan is legally autonomous from the government and is often headed by former IMF economists. In order to secure an IMF agreement, the government is expected to accept IMF policies with respect to international trade, interest rates, taxes, government expenditures, and even the prices of necessary goods such as electricity, petrol, diesel, and gas. Hence, monetary policy, fiscal policy, or overall economic policy is no longer under Pakistani control. If the Pakistani government wanted to stimulate the economy by increasing public sector spending through an expansionary monetary policy (as Modern Monetary Theory suggests), it simply would not be able to. The governor of the State Bank of Pakistan has the power to refuse government directives to expand the money supply.

‘Live Within Your Means’
The IMF dictum for all Third World countries is to ‘live within your means’. This sounds like sensible advice, since, after all, any family, business, or country that spends beyond its earnings will go into debt. As such, governments should not spend beyond what they earn in taxes, and countries should not import more than they export. Nonetheless, Pakistan commits both of these ‘sins’, which begs the following questions: why can’t Pakistan control its imports? Why can’t the government’s highly qualified economists sit down and work it out? Since the country earns roughly $50 billion a year ($20 billion from exports and $30 billion from remittances), its imports should be in the range of $50 billion – not the current amount of $70 billion. If every household understands that you cannot spend more than you earn, how is it that these economists, who are equipped with the most sophisticated mathematic skills, cannot plan what and how much the government will import? If Third World countries could make these sorts of plans, they would never experience any balance of payment deficits, current account deficits, or dwindling foreign exchange reserves. They would never have to borrow money from any IFI. Why doesn’t this happen?
To answer these questions, let us delve deeper into the IMF’s four major recommendations to loan recipients as well as their impact on developing countries like Pakistan. First and foremost, the IMF recommends that Pakistan remove all barriers to exports and imports and allow the market to determine the rupee price of the dollar. This effectively means that the government is unable to regulate international trade to prevent trade deficits. Fluctuations in the rupee price of dollars are supposed to balance trade, but this is not what happens in practice: as the dollar goes up, so too does the price of inputs for export industries in Pakistan. Consequently, Pakistani industries fail to become more competitive and the economy experiences cost-push inflation.
The IMF tells Pakistan to live within its means, yet it will not allow the government to control its current account deficits by regulating the rupee-dollar exchange rate. During the period that the IMF was unwilling to extend credit to Pakistan’s government, the country was able to reduce its current account deficits by 75% by restricting letters of credit[bookmark: _prol_ftnref38]38 to importers.[bookmark: _prol_ftnref39]39
The government’s inability to regulate the dollar also has a significant impact on its foreign debt, which has been accrued in dollars and is sensitive to fluctuations in the exchange rate. For instance, if the rupee value of the dollar rises by 10%, that would in turn increase Pakistan’s external debt obligations by 10%, from Rs. 37 trillion to Rs. 41 trillion ($130 billion to $144 billion). Since Pakistan’s total debt obligations are more than six times its annual exports, even if it were able to increase its exports, this would be a drop in the bucket compared to what Pakistan loses from the growth of its foreign debts. This is how the country slips further down the ladder in the international division of labour.

The devaluation of the rupee also leads to dramatic increases in the price of vital commodities such as plastics, metals, steel, and industrial chemicals. For most of its history, Pakistan exported cotton to other countries, but, in a shocking reversal of this trend, it now spends close to $2 billion annually importing raw cotton that is used to produce textile goods for export.[bookmark: _prol_ftnref40]40 Domestic cotton production has lagged far behind mainly because of the lack of development of new seeds and because the domestic market is incentivised towards the production of sugar cane. Naturally, when the dollar goes up, the price of raw imported cotton does too, further deteriorating the competitiveness of exporters. How can the technological base of Pakistan’s industries be improved if the dollar appreciates and increases the cost of importing more sophisticated machinery?
Further exacerbating these issues is the reality that private capital has been leaving Pakistan at a steady rate. The capitalist class has always kept its assets diversified outside of the country. So, while some assets are within Pakistan, much of the ruling class’s wealth is parked overseas in foreign banks and real estate in the Middle East. The free trade regime makes it easier for capital to move while labour is tightly regulated by immigration laws.[bookmark: _prol_ftnref41]41 Pakistan, as it turns out, is losing both capital as well as labour at a staggering rate. The IMF’s free trade regime takes away the power of Third World states to regulate capital flight.
The total capital flight from Pakistan between 1978 and 2018 amounted to $333 billion (at 2010 rates), and between 2013 and 2014 alone, Pakistanis purchased properties worth over $4.3 billion in Dubai, according to The Nation.[bookmark: _prol_ftnref42]42 The Pakistani state is unable to control this capital flight and promote domestic investment in the country. Given that the dollar keeps rising, even a high interest or profit rate in Pakistan cannot offset the money that businesses lose due to the devaluation of the rupee. Hence, even if Middle Eastern or Western banks offer lower interest rates, Pakistanis prefer to invest in these banks rather than risk investing their capital in Pakistan.
The exodus of skilled labour or ‘brain drain’ presents an additional problem. In 2022, 800,000 people left Pakistan to work abroad, a number that is expected to reach a million in 2023.[bookmark: _prol_ftnref43]43 Many of these people are productive workers in the prime of their youth. Can any economy progress if it loses a million educated workers every year? Labour will go after capital, and so both are flying from Pakistan. What remains is a country that produces some clothes from an outdated textile industry, set up at a time when Pakistan had greater strategic value to the West, and has become a supplier of low-skilled labour power for the Middle East and Europe.
The IMF recommends that the government eliminate fuel and electricity subsidies, the latter of which makes up the lion’s share of the subsidies in the 2023 national budget.[bookmark: _prol_ftnref44]44 Ironically, the privatisation of power is the main reason that the Pakistani government cannot balance its budget: out of the Rs. 1 trillion ($3.7 billion) given in subsidies, Rs. 677 billion ($2.34 billion) is paid to the power sector.[bookmark: _ednref45]45 Though some IPPs are owned or operated by Pakistanis, many are foreign-owned or operate with sizeable investments from abroad.[bookmark: _prol_ftnref46]46If subsidy payments are not made, IPPs can take Pakistan to court at the International Centre for Settlement of Investment Disputes (ICSID). Precedence for this course of action exists. In 2020, the ICSID awarded the Canadian-Chilean company Tethyan Copper nearly $6 billion in damages after Pakistan halted the Reko Diq mining project amid a lease dispute.[bookmark: _prol_ftnref47]47
Despite the economic depression that the country is experiencing, the IMF recommends cutting expenditures, introducing new taxes, and maintaining an incredibly high interest rate to combat inflation (Pakistan’s interbank interest rate is currently 21%). In other words, at the very moment when aggregate demand is faltering, the IMF’s policy recommendations would destroy opportunities to stimulate the economy by reducing public investment and deterring private investment, inevitably deepening Pakistan’s stagflation.
Furthermore, the IMF recommends ‘restructuring’ SOEs. While these entities, which have been neglected for decades, certainly need serious restructuring and investment, that is not what the IMF means. Rather, the IMF is suggesting that the state consider privatising the ownership or management of SOEs while remaining adamant that the state make payments to IPPs, which account for the bulk of state subsidies. This stance is paradoxical: those SOEs that are already making a loss and require sizeable new investment to make a profit will not be bought by private firms. At the same time, the IMF’s policy recommendations do not allow the government to make the necessary investments to upgrade these enterprises so that they are able to perform efficiently.

Opening Pakistan up for Trade
In its mission statement, the IMF claims to ‘promote high employment and sustainable economic growth and reduce poverty around the world’. However, these are entirely secondary to its three primary objectives: first, to ‘foster global monetary cooperation’ – that is, ensure that the market determines the dollar rate; second, to ‘secure financial stability’ by eliminating the Keynesian policy of deficit fiscal spending to stimulate the economy; and third, to ‘facilitate international trade’ by removing import restrictions of any kind.[bookmark: _prol_ftnref48]48
The IMF has a dogmatic faith in the market as a cure-all and rarely studies national economies in any detail before issuing their one-size-fits-all prescriptions. Its solution to almost every economic problem is quite simply to let the market determine all prices under the false assumption that everything else will magically fall into place. Rather than seeking to understand the varied realities of the countries to which it issues loans, the IMF is mainly concerned with ensuring that no country within its reach deviates from the following formula: liberalise international trade, eliminate the fiscal deficit, let the market determine the dollar rate, and privatise the economy.
The IMF’s strategy is not designed to increase growth in Pakistan, which at the very least would require low interest rates and/or higher public sector spending. Instead, it is designed to keep the country open for international capital to do business. Pakistan is by no means an extraordinary case; it merely illustrates the IMF’s general template for all economies, whether large or small, with little interest if its actions turn a cyclical recession into a depression.
Inflation and the Class Struggle
Together, these economic policy choices have had two devastating implications for the class struggle in Pakistan. The first relates to the differential impact of inflation on Pakistan’s working class and elites. Inflation has little impact on Pakistani elites, who retain liquid investments to run their businesses within the country and hold the bulk of their wealth abroad. Local inflation actually increases the value of their foreign-owned assets in Pakistan, as they are often held in dollars. It is an entirely different matter for the working class and those on the poverty line, who are hard hit by the effects of inflation. In Pakistan, inequality has worsened as the working class and poor only have assets within the country (if at all).
Second, inflation has exacerbated Pakistan’s central economic problem, namely that it cannot decrease its trade deficit. In the international market, those countries whose labour productivity does not rise or that do not have valuable natural resources to sell (such as oil, gas, gold, and minerals) inevitably slip further down the ladder in the global division of labour. Capitalism is a system of competition. Workers compete with workers, capitalists compete with capitalists, and countries compete with other countries. Those who cannot compete experience adverse terms of trade. As proponents of globalisation never tire of reminding us, nearly all countries are integrated into a world market, and so national economies simply cannot operate without international trade.
As Pakistan loses in the race to create products that the world requires, it experiences a debilitating cyclical crisis. The only short-run options recommended by the IMF ensure that Pakistan remains in this cycle in the long run. The IMF policy framework is a treadmill from which Third World countries can never disembark; it will keep Pakistan in an economically dependent configuration.
Neoliberal economists become outraged at mere suggestions that the market does not allocate resources efficiently, or that markets are volatile, and, most importantly, that so-called market equilibriums do not maximise output or growth but only maximise profits. Similar levels of outrage are expressed in the Pakistani media, directed at the government for not fulfilling its obligations to the IMF. But these perspectives completely ignore the fact that elected representatives have an obligation to the people. The economic and human costs of IMF programmes are so extreme that no political leadership that needs public support can carry them out fully because they are fundamentally anti-democratic. What the IMF is demanding can only be implemented by destroying representative democracy, even in its bourgeois parliamentary form.
The first steps that Pakistan can take towards economic independence would be to regulate international trade and the exchange rate, take back control of the State Bank of Pakistan, and reject any budget that has not been approved by the public’s elected representatives. While this is still a long way off from socialism, it would at least be a major step forward in the current context, where even the possibility of independent national capitalist development has been stripped from most of the world.

The Political and Military Ramifications of the Economic Crisis
The Pakistan Democratic Movement (PDM) coalition government, like every regime that has come to power in Pakistan, was desperate to start a programme of economic development. It launched a new initiative to attract foreign investment and rolled out a string of buzzwords such as ‘game changer’, ‘collective government’, and ‘one window operation’.[bookmark: _prol_ftnref49]49 However, the dark reality is that the government has invited the army to manage the economy and ensure that all foreign investment will be managed, coordinated, and brought to completion. If environmental or labour concerns arise, or if the demands of a particular province interfere with business interests, the army will remove these so-called bottlenecks. We know from history, of course, that economic bottlenecks are often eliminated by axing human necks.
The PDM government’s military-centred approach is bound to put the federal government in conflict with provincial governments. Under the eighteenth amendment to the Constitution, many areas, such as education, labour, and the environment, now fall under the purview of provincial governments. As the military becomes responsible for the economic revival of Pakistan, any objection to mega-projects that impact inter-provincial relations is likely to be considered a direct challenge to the power of the military. This will cause greater tensions between the military-dominated central government and provincial governments, which are dominated by political parties.
This represents a tectonic shift that has gone almost completely unnoticed by most political commentators. The current PDM coalition initially came together in 2006 when the centre-left Pakistan People’s Party invited the centre-right Pakistan Muslim League (Nawaz) to sign the Charter of Democracy, which stated that neither party would collaborate with the military to overthrow the other’s government. It was notable that Pakistan’s two biggest parties had seemingly united against the role of the military in civilian matters, since for most of the country’s history the government has been run by military dictators or with the active participation of the military. Some progressives placed a lot of faith in this alliance, hoping that it signalled the Pakistani military’s exit from the political sphere.
It was precisely in the context of this ostensibly anti-establishment alliance of Pakistan’s largest parties that the military allegedly supported the Pakistan Movement for Justice (PTI), especially after 2014, when the Nawaz government and the military establishment had a major falling out. The PTI attacked other parties as corrupt and incompetent, and the media (largely controlled by the military) echoed this narrative. The PDM argued that the PTI’s candidate, Imran Khan, was just a frontman for forces that wanted to undermine the Charter of Democracy and bring the military back to power. The opposition referred to Khan as the ‘(s)elected prime minister’ and pointed out how military influence over the media, the economy, and political decisions had been growing during the PTI’s term.
Despite accusing the PTI of being a ‘hybrid regime’, since coming to power the PDM government has gone even further down the militarist road at every level.[bookmark: _prol_ftnref50]50 Not only is the army managing the political situation in the country by suppressing the PTI and other opposition parties; it has also been formally invited to take over the country’s economic affairs. This reflects a broader trend in which the economic constraints that international capital imposes on Third World countries eventually push these countries’ political leadership to place the management of the economy in the hands of the military.
The notion that the military should be restrained within its ‘constitutional role’ has simply gone out the window as the PDM, beset by an economic crisis and challenged by the PTI, has found it easier to rely on the military not only to drive back the opposition, but even to help stimulate the economy and complete economic projects. The Charter of Democracy has become a dead letter. The real beneficiary in this conflict remains the Pakistani military, whose hegemony over the political, economic, and ideological domain is now solidly entrenched. The adverse economic conditions created by international capital and the IMF have created the conditions for an authoritarian state and society.
Conclusion: Whither Pakistan?
Marxists tend to think that history is inexorably moving forward. In the larger framework of the development of humanity, this is undoubtedly true. However, that does not imply that each individual village, territory, or country is always moving forward. Even while history marches forward, many societies are destroyed (as in colonial and settler-colonial projects), stagnate (the Byzantine or the Ottoman Empires), or regress. The latter two tendencies seem to apply to the current situation in Pakistan.
After making some real historical progress following independence, Pakistan has entered a period of pervasive social, economic, and intellectual stagnation, or perhaps even regression. The historic task placed before the people of Pakistan today, therefore, is to organise, mobilise, and struggle for economic independence, just as they did to win their political independence from British colonialism in 1947. This is not solely a task for Pakistan but for the entire Third World, which suffers from the grip of neocolonial international financial arrangements that destroy opportunities for economic development.
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