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INTRODUCTION

Historically identified by various terms, the “Develop-
ing World” has always existed, but it came into vogue
as a concept immediately after the close of World War
ITin 1945. For the next generation, the “Third World”
was the most commonly used term, followed for the
next two decades by the “Underdeveloped World.”
Influenced by trade liberalization, globalization, and
the policy agenda known as the Washington Con-
sensus, the term “Developing World” came into pro-
minence in the 1980s. In response, at least one
professional organization, the Association of Third
World Studies, briefly considered changing its name.

The most commonly asked questions about the
“Developing World” focus upon the countries and
residents that comprise it, the status of its economy,
its political and social characteristics, and its cultural
components. At the end of World War II, analysts
identified Africa, Asia, and Latin America as the most
underdeveloped global regions. Within each were nu-
merous sub-regions, such as South Asia, sub-Saharan
Africa, and Latin America’s Southern Cone. Over
time, the Middle East was added to the mix and the
regions were further subdivided. Although the Soviet
Union and its East European Bloc often demon-
strated advances in scientific achievement, industrial
output, or military hardware, it remained an under-
developed area in terms of the low quality of life for
its inhabitants and the lack of civil and human rights,
factors that became glaringly apparent with the end of
the Cold War in 1991.

Today’s conventional wisdom suggests that all but
the Group of Seven, or G-7, nations and their periph-
ery fall into the so-called “Developing World.” The
G-7 is comprised of the world’s seven largest industri-
al nations: United States, Japan, Great Britain,
France, Germany, Italy, and Canada, though the in-
dustrialized world also includes the other Western
European nations, Australia, and New Zealand. By
the 1990s Singapore, South Korea, and Taiwan be-
came prosperous nations. The inclusion of the latter
three countries suggests that an economic definition
of the “Developing World”” remains too simplified.

Beyond economic development, analysts came to
consider the extent of public participation in the po-
litical process. How democratic and representative of
its people is any given government? Are human and
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civil rights secured and protected? What is the avail-
ability of basic human services such as education and
health care? Are there environmental protections?
The assumption is that developed nations are repre-
sentative democracies where the rights of people are
guaranteed, basic human needs are satisfied, and the
environment secured from various forms of pollution.
Although several of the developed nations fall short
in some of these categories, the absence of most is a
characteristic of the “Developing World.”

The logo map used in the publications of the Asso-
ciation of Third World Studies substantiates the given
economic, political, and social definitions of the
“Developing World.” The G-7 nations and their
periphery are absent from that map.

The assistance programs sponsored by the devel-
oped world since 1945 reflect the changing definition
of the “Developing World.” Immediately after World
War II, assistance focused upon improvement in in-
frastructure—roads, ports, electricity, water supplies,
and the like—to provide for increased opportunities to
export primary products, including raw materials. By
the late 1950s and into the early 1960s, assistance
programs shifted direction. The end of colonialism,
the independence of India and Indonesia, the emer-
gence of new and independent nations in Africa, and
Fidel Castro’s Revolution in Cuba brought an aware-
ness of the need to focus upon economic opportunities
for the general population, improvement in quality of
life, and the right of a nation’s people to political
participation and civil and human rights. These goals
remained the objectives of programs sponsored by
government and non-government organizations that
continued into the 1980s when world politics again
shifted. Identified best by the Washington Consensus,
a set of suggested reforms set forth for Latin America
by the economist John Williamson in 1989, this
change in policy by developed nations cut back on
their international assistance programs and, instead,
called upon the nations of the “Developing World” to
remove their protective barriers against foreign invest-
ment, provide for the privatization of state owned
industries and for increased exports, particularly of
so-called niche products. As they invited developing
nations to enter the global arena, developed nations
increased their pressure on developing nations to
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democratize the political process, protect civil and
human rights, and encourage environmentalism. In-
ternational agreements since the 1980s often contain
provisons for the implementation of plans to address
these human needs.

Despite the good intentions, the ‘“Developing
World” persists. Poverty, with its concomitant short-
comings in education, health care, housing, and other
basic human needs, remains a reality for a dispropor-
tionate number of the world’s inhabitants. Political
democracy and civil and human rights are not univer-
sally guaranteed. Environmental pollution continues
to go unchecked, taking its most devastating toll upon
the “Developing World.”

As the twenty-first century dawned, many analysts
queried the advisability of imposing the developed
world’s criteria for modernization upon the “Devel-
oping World.” The histories of the world’s regions
varied with their own political experiences, their own
ethnic and religious conflicts, and their political, reli-
gious, and social traditions that resist and in some
cases, outright defy modernization as envisioned by
the developed world.

The Encyclopedia of the Developing World provides
a ready reference work for understanding the issues
that affect approximately three quarters of the globe’s
residents. The Encyclopedia is unique because of its
focus upon the post 1945 period when the old colonial
structures in Africa, Asia, and the Middle East crum-
bled and elsewhere, as in China, Japan, and Latin
America the traditional elite structure has been re-
placed by something new. During the same time
period, the “Developing World” began to demand a
greater share of the world’s economy and an improve-
ment in quality of life, along with social justice,
political participation, and individual liberties.

How to Use This Book

The Encyclopedia of the Developing World is composed
of almost 800 free-standing entries of 500 to 5000 words
in length. They range from factual narratives, such as
country descriptions and biographies, to thematic inter-
pretations and analytical discussions of timely topics
like global trading patterns, and a combination of all
three, such as overview articles on the history and
economic development of a particular region. As
much as possible, the encyclopedia covers the history,
economic development, and politics of the developing
world from 1945 to the present, providing the reader
with a reliable, up-to-date view of the current state of
scholarship on the developing world.
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Perhaps the most significant feature of the encyclo-
pedia is the easily accessible A to Z format. Cross-
referencing in the form of See Alsos at the end of most
entries refers the reader to other related entries. Each
article contains a list of References and Further
Reading, including sources used by the writer and
editor as well as additional items that may be of inter-
est to the reader. Most books or articles cited are easily
available through interlibrary loan services in li-
braries. Blind Entries direct readers to essays listed
under another title. For example, the blind entry
“World Bank” refers the reader to the article entitled
with that institution’s official name, “International
Bank for Reconstruction and Development.” A thor-
ough, analytical index complements the accessibility of
the entries, easing the reader’s entry into the wealth of
information provided. A thematic list of entries is also
included to assist readers with research in particular
subjects.

Each country has a stand-alone entry, but also is
included in larger regional studies. For example, dis-
cussion of Chile can be found under the country’s
entry, but its place in regional matters can be found
in “Southern Cone (Latin America): History and
Economic Development”; “Southern Cone (Latin
America): International Relations”; and ‘“Ethnic
Conflicts: Southern Cone (Latin America).” There
are stand-alone entries for important individuals,
like Jomo Kenyatta, but for context readers should
also refer to the country entry on Kenya and the
topical entries, such as “Colonialism: History” and
“Colonialism: Legacies,” to more fully understand
Kenyatta’s philosophy and objectives. The discussion
of “Development History and Theory” is augmented
by the entry “Development, Measures of.”” Both are
enhanced by the discussions of the various economic
models: capitalist, communist, socialist, and so on.
The cross-references will lead readers from stop to
stop on such paths throughout the encyclopedia,
and the index is another good starting place to find
the connected discussions.

A total of 251 authors have contributed the entries
to this encyclopedia. They are based around the world,
in both developing and developed nations, including
Argentina, Australia, Austria, Belgium, Bulgaria, Ca-
meroon, Canada, China, Egypt, France, Germany,
Hungary, India, Israel, Japan, Kenya, Malaysia, Mex-
ico, the Netherlands, New Zealand, the Philippines,
Poland, Romania, Singapore, South Africa, Sweden,
Switzerland, Thailand, the United Arab Emirates, the
United Kingdom, the United States, and Zimbabwe.
In keeping with the global and interdisciplinary nature
of this encyclopedia, contributors represent a variety
of fields, among them finance, religion, anthropology,
geography, environmental science, and law, with



subspecialties such as global business, human rights,
ethics, and refugee studies. The expertise of a wide-
ranging and diverse group of contributors will provide
the reader with a broad-based overview of issues,
events, and theories of the developing world.
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ACID PRECIPITATION

Acid precipitation is caused by rain, sleet, snow, or
water vapor in clouds or fog that contain excessively
high acid levels. Acid precipitation can be corrosive,
damaging both living and nonliving material, and
has the potential to destroy ecological systems that
have little ability to buffer—or limit—changes in acid
levels.

Chemical Background

An acid is typically defined as a substance that
increases the concentration of hydrogen ions in an
aqueous, or water, solution. Acid levels are measured
by pH, which is the negative logarithm of the hydro-
gen ion concentration in a solution. The pH scale
ranges from 0-14. Paradoxically, solutions with a
low pH have a greater hydrogen ion concentration
than solutions with a high pH. A pH of seven is
regarded as neutral. Acidic solutions have a pH
lower than seven, whereas alkaline solutions have a
pH higher than seven.

Anyone who has taken a chemistry lab course
knows that strong acids can be a health hazard. The
corrosive effect of strong acids can cause severe, burn-
like wounds to the skin and other bodily mem-
branes—the fumes of certain substances, such as
nitric acid, can destroy the lungs, and stomach acid
can dissolve iron nails swallowed by circus performers
(donot try this at home). Acid solutions can affect

chemical reactions in water and soil, thus speeding
the loss of nutrients or the buildup of toxic substances
in forest soils, for example.

Surprisingly, precipitation is naturally acidic, even
when falling from pristine skies. Carbon dioxide in
the atmosphere dissolves into water vapor to produce
carbonic acid—the same bubbly stuff that, in higher
concentrations, makes up seltzer or soda water. Pure
rainwater has a pH of about 5.6—the hydrogen ion
concentration is about twenty-five times higher than
that of water at neutral pH.

Acid precipitation forms when acid-forming sub-
stances (other than carbon dioxide) dissolve into
atmospheric water vapor. The major types of com-
pounds that form acidic precipitation are nitrogen
oxides (the same type of compounds that can form
ozone pollution, otherwise known as smog), sulfur
dioxide, which forms sulfuric acid, and even hydro-
chloric acid (the same acid produced by the human
stomach).

Natural Sources

Acid precipitation has been falling on the Earth’s
surface ever since the planet’s surface cooled enough
to allow liquid water to rain from the sky. Gaseous
emissions from volcanoes, for example, have been a
major source of acid precipitation for billions of
years. Nitrogen oxides are formed by lightning.

A small but significant portion of the sulfuric diox-
ides that contribute to acid precipitation originates
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from volcanic activity, but the regions affected by
volcanic sources are generally limited to those imme-
diately downwind of volcanic sources. Major erup-
tions, such as the 1991 eruption of Mt. Pinatubo in
the Philippines, may have global effects. Volcanoes
also are a major source of hydrochloric acid emissions.
Nitric acid formed by lighting is a minor component
of acid precipitation today, but it may have been
much more important as a source in Earth’s early
history.

Human-Made Sources

Current acid precipitation problems stem from the
dawn of the Industrial Revolution, when coal fueled
the development of factories, and environmental reg-
ulations were unheard of. Environmental damage
from acid precipitation was noticed as early as the
seventeenth century, but the term “acid rain’ was first
used by Robert Angus Smith in his book, Air and Rain:
The Beginnings of a Chemical Climatology, published
in London in 1872. In Smith’s time, coal combustion
produced significant emissions of nitrogen oxides
and sulfur dioxide. Hydrochloric acid pollution from
alkali plants was a problem serious enough to warrant
legislation by the British Parliament to limit emissions
(the Alkali Works Act of 1863).

Coal—used in industry as well as in power genera-
tion—is still the major source of sulfur dioxide emis-
sions that lead to acid precipitation. With the rise of
the internal combustion engine and the spread of the
car culture throughout the world, petroleum has
joined coal as a major cause of acid precipitation.
Automobile exhaust is the leading source of nitrogen
oxide emissions.

Environmental Effects

Acid precipitation has been measured with pH as low
as 2.3. At that level, the hydrogen ion concentration
is nearly two thousand times that found in unpolluted
precipitation and fifty thousand times greater than
that of water at neutral pH. Acid precipitation can
harm, even destroy, natural environments, particular-
ly those with limited buffering capacity—or limited
capacity to limit changes in pH.

The acid harms living systems in a variety of ways.
The corrosive effect of the acid physically damages
plant and animal tissue. For example, in forests
that are frequently exposed to acidic clouds or fog,
the acid damages leaf tissue and makes it more

difficult for the plant to make nutrients for itself
through photosynthesis. Acid precipitation may ren-
der soils infertile by mobilizing nutrients that are
normally held tightly to soil particles, thus speeding
the removal of the nutrients by leaching.

Aquatic animals, especially those that reproduce
in water, are particularly sensitive to acid fluctua-
tions. Developing eggs may be damaged. Larval
stages may be deformed and fail to develop properly
to the adult stage. Sensitive organs in adult animals,
such as gills in fish, may be damaged to the point that
they cannot function properly and the organism dies.
The worst time for many aquatic environments is
spring thaw, when lakes, streams, and rivers receive
concentrated acidic runoff from the melting snow-
pack. The thaw often occurs at the time when many
aquatic animals are in their egg or larval stages and
thus most vulnerable to acid damage.

Human-made structures also are threatened by
acid precipitation, because the acids corrode building
materials such as limestone, concrete, and iron. Many
of the world’s greatest archaeological treasures, such
as the ruined temples of ancient Greece, are being
damaged by acidic precipitation.

Affected Areas

Acid precipitation has evolved from a local problem
in the early days of the Industrial Revolution to a
global problem today as larger smokestacks, which
were intended to ensure that pollutants disperse from
the source more efficiently, also ensure that they dis-
perse over wider and wider regions.

Lands downwind of the industrial areas of North
America and Europe have been most intensively stud-
ied with respect to acid precipitation. But the problem
is widespread throughout former Soviet bloc coun-
tries where environmental regulation is lax. The prob-
lem is spreading throughout the developing world as
acceptance of the value of pollution prevention lags
behind the drive for increasing industrial development
and the diffusion of automobile culture throughout
societies where car ownership was once regarded a
luxury.

Davip M. LAWRENCE

See also Deforestation; Environment: Government
Policies; Environmentalism; Modernization; Pollution,
Agricultural; Urbanization: Impact on Environment;
Water Resources and Distribution; World Health
Organization (WHQO); World Meteorological Organi-
zation (WMO)
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AFGHANISTAN

Afghanistan is a landlocked country in Central Asia
of over 652,000 square miles in area and a population
of about 28 million, including several million refu-
gees in neighboring countries. It is one of the world’s
most ancient inhabited areas, the site of Stone Age
cultures and some of the planet’s first civilizations.
In the sixth century BC, Afghanistan fell under the
influence of the Persian Empire, and Alexander the
Great included it in his conquests, but several inde-
pendent kingdoms managed to emerge in the
following centuries. The Afghanis adopted Islam in
the seventh century AD. The height of medieval
Afghanistan came with the Ghaznavid dynasty: the
kingdom stretched from Central Asia to India and
was a hub for Islamic culture. Afterward, Afghanistan
fell prey to Mongolian and Turkish rulers, such
as Tehudjin (the renowned Genghis Khan) and
Tamerlane. Afghanistan is a country of highlands
and mountains with a semiarid climate. The country’
meager economy, which in the 1990s was supple-
mented by poppy growing and an illegal drug trade,
suffered under the influence of Soviet central planning
schemes and collapsed in the years of Moscow’s inva-
sion, civil war, the Taliban rule, and the subsequent
American invasion.

In 1714, the Afghani leader Ahmad Shah Abdali
established the country’s modern independence, cre-
ating the largest Moslem empire of the eighteenth
century. Throughout the eighteenth and nineteenth
centuries, Afghanis had to deal with constant internal
revolts and wars with their neighbors—the Persians
and the Sikhs of Kashmir. In the nineteenth century,
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Russia and England seized parts of the country.
Meanwhile, slow steps toward modernization began
under King Habibullah (1901-1919) and his son
Amanullah (1919-), called the reform king. In 1918,
Afghanistan’s first newspaper was started by one of
the country’s greatest modern intellectuals, Mahmud
Tarzi, the leading proponent for modernization and
opponent of religious obscurism.

After World War I, Amanullah changed his title
to king (Padashah) and continued his program of
modernization. In 1929, Habibullah Kalakani over-
threw Amanullah, but the tribal leader Nadir Khan
replaced and executed him and his supporters,
as well as the supporters of ex-king Amanullah.
Nadir Khan, in power, seized the property of the
wealthy Afghanis and reversed Amanullah’s reforms.
Mahmud Tarzi fled the country for Kemal Ataturk’s
Turkey, where he died four years later. A rebellious
student assassinated King Nadir in 1933, and his son
Zahir assumed the throne, which he held for the next
forty years. The young king’s uncles served as his
prime ministers and advisors. Small-scale industry
began and, in 1938, the State Bank of Afghanistan
was founded. During World War II, Zahir kept
Afghanistan neutral. Amanullah Khan lived in exile
until his death in 1960, inspiring a number of revolts
in his name.

After the British withdrew from India in 1948,
Kabul denounced the 1893 Durand Treaty, which
fixed the border with the British colony. Afghani
Pashtuns in Pakistan tried, but failed, to declare
an independent Pashtunistan, and the Pashtun quest-
ion remained an inflammatory issue throughout
the following years, almost bringing war bet-
ween Afghanistan and Pakistan. In 1953, Prince
Mohammed Daoud, a rival to the king’s uncles,
became prime minister and asked the United States
for arms. On Washington’s refusal, Kabul turned to
Moscow, cementing close relations between Afghani-
stan and the Soviet bloc.

Daoud resumed modern reforms, especially those
pertaining to the emancipation of women. The burka
(traditional Moslem female covering) became option-
al. The University of Kabul became coeducational,
and women entered the workforce and government.

In 1964, King Zahir reasserted his power, replaced
Daoud with Mohhamad Yusof, and issued a
new constitution. The Afghani Communist Party
(PDPA) was formed, and one of its leaders, Barbrak
Karmal, was elected to parliament. In 1973, while
King Zahir was abroad, Daoud, with the aid of
the PDPA, overthrew the government and established
the Republic of Afghanistan with himself as presi-
dent. He issued a new constitution that included
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rights for women. After cracking down on opponents,
a communist coup led by Karmal and Noor Moham-
mad Taraki overthrew his government. Daoud was
killed in the coup. A new government took over, with
Taraki as president and Karmal as deputy. Taraki
carried out bloody reprisals and restored relations
with Moscow. The Mujahideen resistance movement
was born and the Afghan civil war began.

In the chaos, both the US Ambassador to Afgha-
nistan, Adolph Dubs, and Taraki were killed. The
Communist leader Hafizullah Amin became presi-
dent, but his party rival, Karmal, removed and exe-
cuted him. On December 31, 1979, the Soviet Union
invaded the country and began a long war that debili-
tated the USSR. As many as fifty thousand Soviet
soldiers were killed in the war, which helped bring
about the dissolution of the USSR in 1991. Moscow
replaced Karmal with a more loyal commu-
nist, Najibullah. In 1989, Moscow signed a peace
treaty and withdrew from the country. The Mujahid-
een continued to fight against Najibullah, whom they
forced out of power. They had selected Sibhhatullah
Mojadidi as the head of an Afghani government in
exile, but in power they established an Islamic state,
and the people elected Prof. Burhannudin Rabbani
president in 1993. The next year, the Islamic funda-
mentalists formed the Taliban and continued to fight
the government. The opposition general, Abdul
Rashid Dostum, and the leader of Hezb-e-Islam
party, Gulbuddin Hekmatyar, a former Communist,
also continued the fight. Furthermore, the country’s
neighbors, Iran and Pakistan, meddled in its politics.
Hekmatyar signed a truce with Rabbani and became
prime minister, but the Taliban gradually gained
control and began a repressive fundamentalist Islamic
government. They executed their enemies, including
Najibullah. Women’s rights were curtailed as they
were forced to resume wearing the burka and were
forbidden to attend schools or to work outside the
home. Men were required to wear beards. The Tali-
ban carried out massive violations of human rights
and executions. Furthermore, in these years, Afghani-
stan suffered several massive earthquakes.

International pressure on the Taliban increased as
they planned to destroy historic Buddhist monu-
ments, arrested and executed foreigners, and gave
asylum to the Saudi leader of Al-Qaida, Osama
bin Laden. After Al-Qaida carried out the bombing
of New York’s World Trade Center and the Pent-
agon in Washington, DC, on September 11, 2001,
a coalition of forces led by the United States
invaded the country and overthrew the Taliban. The
attacks against Al-Qaida and the Taliban continued
for several years, but a democratic government
was restored to Afghanistan under a transitional

government led by Hamid Karzai and backed by
Washington.
FRrEDERICK B. CHARY

See also Central Asia: History and Economic De-
velopment; Central Asia: International Relations;
Mujahedin; Taliban

References and Further Reading

Goodson, Larry P. Afghanistan’s Endless War: State Fail-
ure, Regional Politics, and the Rise of the Taliban. Seattle:
University of Washington Press, 2001.

Rasanayagam, Angelo. Afghanistan: Monarchy, Despotism,
or Democracy. London: 1. B. Tauris, 2003.

AFRICAN DEVELOPMENT BANK (ADB)
Established in 1964, the African Development Bank
(ADB) is a regional multilateral development bank
headquartered in Abidjan, Cote d’Ivoire, with
field offices in Cairo, Libreville, Abuja, and Addis
Ababa. ADB’s shareholders now include fifty-three
African countries, or regional member countries
(RMCs), and twenty-four non-African countries
from Europe, the Americas, and Asia. The African
Development Bank (ADB); the African Development
Fund (ADF), created in 1972; and the Nigerian Trust
Fund (NTF), established in 1976, constitute the ADB
group. The ADB’s main objectives, as contained in its
charter, are to finance investment projects and pro-
grams that promote the socioeconomic development
of its regional members; to mobilize resources in
Africa and outside Africa for this purpose; to provide
technical assistance for the preparation, financing,
and execution of development projects and programs
in Africa; and to cooperate with national, subregion-
al, and regional development institutions in Africa in
the fulfillment of these objectives. The ADB itself
operates on a nonconcessional basis; the concessional
needs of its regional members are addressed through
the ADF and the NTF.

The ADB usually commits between $2 billion and
$3 billion annually to its development activities, with
part of this sum going into joint projects with other
donor countries and bilateral and multilateral institu-
tions, including the Bretton Woods Institutions, the
Development Bank of South Africa, and the Europe-
an Union. On a cumulative basis, the ADB had com-
mitted no less than $30 billion to various development
projects and programs in Africa by 2001. The ADB,
whose authorized capital amounts to about $28
billion, derives much of its financial resources from
subscribed capital, reserves, funds raised through
borrowing, and accumulated net income.
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The main statutory organs of the ADB, identified in
its founding agreement, are the Board of Governors,
the Board of Directors, and the Presidency. The
Board of Governors, which is the highest policy-
making body of the ADB, is made up of one governor
for each member country and is charged with the
responsibilities of issuing general directives, electing
the president, admitting new members, and making
amendments to existing agreements. Under Article 32
of the ADB’s charter, the Board of Directors is re-
sponsible for the conduct of the general operations of
the Bank; it approves all loans, guarantees, equity
investments, and borrowing, and sets policy guide-
lines for the ADB. The Board of Directors consists
of eighteen Executive Directors, elected for a three-
year term, twelve of whom represent regional mem-
bers, with the rest representing nonregional members.
The President, who is the Chief Executive and the
legal representative of the Bank, is elected by the
Board of Governors for a five-year term, renewable
only once. The President is responsible for the man-
agement of the Bank in accordance with regulations
adopted by the Boards. The President is assisted by
five Vice Presidents (as of 2004) for Planning, Policy,
and Research; Finance; Corporate Management;
Operations in Central and West Africa; and Opera-
tions in North, East, and South Africa.

Contribution to Africa’s Development

As with most development institutions in Africa, sev-
eral of the ADB’s activities are geared toward poverty
reduction through employment creation; infrastruc-
ture development; and investments in agriculture,
rural development, human resources development,
environmental sustainability, and good governance.
Given the preeminence of agriculture in African
economies, it is hardly surprising that the ADB con-
siders its agricultural and rural development projects
as top priorities, complemented with support for
agro-based industries, small and medium-sized enter-
prises, and for micro and rural finance schemes. The
bulk of the ADB’s projects over the years are for the
benefit of local communities, regions, and areas of a
particular country. Samples of ADB-financed pro-
jects include the Tunisian Railway Infrastructure
Modernization Project (2004); the 77.15-million-euro
Electricity Distribution Networks Rehabilitation
Project in Tunisia (2003); the $10 million Bulk Termi-
nal Project in Djibouti (2003); the 215-million-euro
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Water Sector Adjustment Program in Morocco (2003);
the $500,000 Humanitarian Emergency Grant for
Liberia (2003); the $2.35 million grant for the Lakes
Edward and Albert Fisheries (LEAF) Pilot Project in
the Republic of Congo and Uganda (2003); and the
$500,000 grant to help control the spread of Ebola
fever in the Republic of Congo (2003).

With due cognizance of the significant role of good
governance—broadly defined to include accountabili-
ty, transparency, and respect for the rule of law and
human rights—in development, the ADB has given
considerable attention to legal and regulatory reforms,
anticorruption mechanisms, and institutional capacity
building in member states. In this regard, the ADB
encourages its regional members to decentralize their
development decision-making process and to give local
stakeholders and targeted beneficiaries the means
to participate in project planning and implantation.

The ADB, in line with its mandate, has been
working closely with various subregional and conti-
nental organization and initiatives, such as Economic
Community of West African States (ECOWAS); the
Southern African Development Community (SADC),
African Union (AU), and the New Partnership for
Africa’s Development (NEPAD), to pursue programs
whose impacts extend beyond the borders of individ-
ual member countries; such programs include the
harmonization of monetary and trade policies, re-
gional integration initiatives, and the fight against
HIV/AIDS. Through a Memorandum of Under-
standing signed on March 14, 2000, the ABD and
the World Bank now collaborate on a number of
subregional and continental development projects
and programs to minimize duplication and to benefit
from each other’s experience.

Notwithstanding its accomplishment and positive
outlook for Africa’s future, the ADB is still plagued
with problems relating to limited capacity at the
national and subregional level for project prepara-
tion, implementation, and evaluation; inadequate co-
ordination between the ADB’s efforts and those of
the numerous regional economic bloc in Africa; and
the pervasive poverty, indebtedness, and low savings
and investment rates across the continent. These and
many other problems—especially those relating to
corruption and inefficiency—would have to be
addressed, if the bank is to attract concessional finan-
cial resources on a sustainable basis from donor
countries and multinational financial institutions
outside the continent.

JosepH MENSAH

See also African Monetary Fund (AfMf); Economic
Community of West African States (ECOWAS);
Southern African Development Community (SADC)
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AFRICAN DIASPORA

The African Diaspora refers to the dispersion
of peoples of African descent beyond their homelands
on the continent of Africa to other parts of the world.
Since human life began in Africa, in one sense the
population of the world represents an ancient diaspo-
ra. But the term usually refers to the movement of
peoples from the fifteenth century up to the present
due to the European slave trade. However, the dias-
pora also includes those Africans who found their
way to the East as the result of slavery, indenture,
or voluntary migration. Thus, the African Diaspora
encompasses a long history with multiple causes and
many populations.

The term “diaspora’ was first used in Jewish histo-
ry to describe the exile of Jews from Judea in 586 BC
and Jerusalem in 135 AD and gained frequency after
World War II as Jews fought for a homeland in
Palestine. The term can be found in the Bible in Deu-
teronomy 28:25. The term as it was originally used
implied an element of force behind the removal of
peoples from their homelands. However, in its contem-
porary usage, it has come to describe any distinct
population dispersed from its homeland into the
world for any reason. Parallels with Jews as people
enslaved and driven into exile has led to many groups
referring to their own similar scattered geographical
presence as a diaspora.

The term “Black Diaspora” came into use widely
beginning in the 1960s, mostly in response to the

rising interest in black history in the West and its
African roots. When the focus shifted from a racial
to an ethnic emphasis, the term “African Diaspora”
came into usage. Formal comparative studies of the
dispersion of Africans in the West as a result of the
slave trade go back well into the nineteenth century
and preceded the use of the term. For the most part,
studies of the African Diaspora have focused particu-
larly on slavery, emancipation, and its aftermath.

More recently, the African Diaspora refers to peo-
ple displaced as refugees because of war, political
oppression, and economic depression. It also refers to
those people who voluntarily left Africa to take advan-
tage of economic opportunities, to join their families
abroad, or as victims of human trafficking. Scholars
also have begun to include within the concept of the
African Diaspora, the movement of peoples within the
continent of Africa from one homeland to another for
a variety of reasons. Indeed, many scholars have come
to speak of African Diasporas in the plural to capture
the variation in locales, causes, and characteristics of
these diasporic migrations.

Members of a diaspora have beliefs about their
origins in common. Cohen (1996:515) has further
characterized diasporas by the tendencies of their
members to share “a collective memory and myth
about the homeland, including its location, history,
and achievements” and to engage in “an idealization
of the putative ancestral home and a collective com-
mitment to its maintenance, restoration, safety and
prosperity, even to its creation.”

The creation of the African Diaspora laid the foun-
dation for many of the problems of the developing
world during and following slavery, emancipa-
tion, and postcolonial independence. Many of these
problems persist into the twenty-first century.

Indenture, Slavery, and the African Diaspora

Most scholars agree that one of the main causes of
the modern dispersion of Africans is due to both
Arab and European slave trades, but most of the
scholarship on the African Diaspora has focused on
slavery and the forced removal of African peoples
from their homelands to Europe and to colonies in
the Americas. Slavery was a common institution in
both the Near East and Africa. European contact
began in 1444 with the Portuguese, who eventually
established commerce with African kingdoms, includ-
ing the slave trade, which increased over time and
came to involve many European states, such as
Spain, Holland, England, and France. The spread of
slavery to the Americas between the fifteenth and



eighteenth centuries resulted in the forcible removal
of as many as 4 million people from the continent of
Africa. Not only did this result in a change of the
Americas with the incursion of so many people from
abroad, but it also had a devastating effect on African
development itself.

Loss of population affected the long-term develop-
ment of African societies, many of which had had
flourishing industries but afterwards found them-
selves stagnating, economically bereft of a labor pop-
ulation. Some scholars speculate that slavery caused
an imbalance between the sexes, because mostly men
were enslaved, and may have exacerbated a polygy-
nous way of life and changed the sexual division of
labor. Other scholars believe that slavery led to the
development of territorial states that confused tradi-
tional boundaries, and indigenous religious often
succumbed to Christianity.

In the Americas—North, South, Central, and the
Caribbean—slavery led to differential conditions due
to the variety of environments involved and eventual-
ly to formation of many new cultures. For example,
besides the variety of forms of agriculture that arose
because of the slave trade, rebellions often led to the
formation of maroon socicties of escaped slaves,
many of whom were able to adapt their African cus-
toms to the new environments. New languages arose
(Creole); new religions (syncretic religions) and racial
distinction became a common way of differentiating
among people, leading to race-based ideologies and
the development of color hierarchies. However, com-
mon cultural backgrounds and sheer numbers often
allowed for the maintenance or adaptation of African
customs. In any case, the common experience of slav-
ery and longing for the homeland created the basic
substance of the African Diaspora.

Eventually the slave trade itself fell into disrepute
in Europe. Rebellions, moral considerations, and the
growth of free trade sentiments eventually under-
mined slavery and led over a long period to the aboli-
tion of the slave trade, and eventually to the abolition
of the institution of slavery itself. The Danes were
the first modern nation to abolish the slave trade in
1803, although not slavery itself until 1848. Many of
the original British colonies in North America elimi-
nated slavery relatively quickly, beginning in 1780 in
Pennsylvania. New York began abolishing slavery in
1799 and finished in 1827. However, slavery in the
United States as a whole was not abolished until 1865
with the passage of the Thirteenth Amendment to
the Constitution of the United States. Slavery ended
in Central America in 1824 and in Mexico in 1829,
long before it ended in North America.

The first slaves entered the Caribbean in 1502.
Haiti eliminated slavery during its revolution and
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declared its independence from France in 1804, be-
coming the second republic independent of colonial
rule in the Americas (the United States being the
first). Slavery ended in British colonies between 1833
and 1838, in French and Danish colonies by 1848, in
Dutch colonies by 1863, in Puerto Rico in 1873, and
in all Spanish colonies by 1886.

In South America, slavery ended much earlier: in
Chile in 1823, in Colombia in 1851, in Ecuador in
1852, in Argentina and Uruguay in 1853, in Peru and
Venezuela in 1854, in Bolivia in 1861, and in Para-
guay in 1869. Slavery began in the 1580s in Brazil;
1850 brought the end of the slave trade, and slavery
ended in 1888.

But even with emancipation, patterns set down in
slavery were to have a long-term effect during the
long periods of post-emancipation colonialism, and
new patterns affecting members of the African Dias-
pora would develop. Emancipation brought about
further migrations of people of African descent, shift-
ing and expanding the nature of the diaspora.

From Colonial Rule to Independence in the
African Diaspora

If the nineteenth century can be seen as the century of
emancipation from slavery, the twentieth century can
be seen as one of colonialism and imperialism that
further reshaped the face of Africa, the Middle East,
and much of the rest of the world, as well as the
century of independence from colonial rule, which
affected the many peoples of the diaspora.

After emancipation, black populations of the
Africa Diaspora found themselves facing new pro-
blems, such as the entrenched power of those who
had previously owned them and both formal and
informal racial discrimination that reconstituted the
boundaries initialized in slavery. Former slave own-
ers/planters, for the most part, retained power over
the emancipated populations, who now shifted from
slavery into peasantry. Some became farmers in their
own right, continuing with and building upon their
experience in agriculture and using land made avail-
able to them. But others became tenant farmers,
engaging in sharecropping. Still others hired out for
wage labor, entering into systems in which employers
kept them indebted through the payment that could
only be used in company stores and by constantly
advancing wages.

Throughout much of the African Diaspora, people
suffered from economic depressions due to the lack of
solid markets. However, with the spread of various
industries, the labor force began to shift from a rural,
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agricultural base with some guarantee of self-suffi-
ciency to an urban, industrialized base with a growing
wage labor force. This shift in the early twentieth
century led to large pockets of subsistence agricultur-
alists and large pockets of urban poverty, illiteracy,
political patronage systems, political disenfranchise-
ment, and precarious economic conditions culminat-
ing in the Great Depression of 1929, which had a
worldwide effect.

Once again, huge population shifts caused changes
in the distribution of peoples within the diaspora.
The Great Migration in the United States took
place between 1910 and 1940, when blacks moved
in the millions from the South to northern cities
such as Chicago. There also was a good deal of move-
ment from the Caribbean to the United States and
South and Central America as labor opportunities
presented themselves to desperate workers. The
crowding of people into cities and its attendant pro-
blems created a new consciousness within the African
Diaspora itself, emphasizing the common thread of
economic and political oppression. Consequently,
throughout the early twentieth century, a series of
Pan-African congresses were held, and many revitali-
zation movements, such as the formation of new reli-
gions, new communities, and even repatriation to
Africa movements, arose.

The large, industrialized societies arising in the
nineteenth and twentieth centuries had been built
largely on the labor of members of the African Dias-
pora, who did not necessarily share in the emerging
wealth and benefits. The rising consciousness of this
injustice led to fights for individual rights, human
rights, enfranchisement, and political independence
across the African Diaspora—struggles that would
characterize the second half of the twentieth century.

The end of World War II found a rise in expec-
tations. In the United States, which experienced an
unprecedented affluence following the war, this led to
the integration of labor unions and the beginning of
the modern civil rights movement, which eventually
ended legal segregation in the American South and
spread to the rest of the country, making people
aware of other problems faced by blacks, such as
unemployment, lack of housing, denial of access to
education, and poverty. In the Caribbean, the col-
lapse of plantation agriculture, the development of
agribusiness, and continuing industrialization led
to the rise of black nationalism. The 1960s and
1970s saw the independence of many former colonies,
such as Jamaica in 1962 and the Bahamas in 1973.
In most cases in the Caribbean, black majorities
gained political control. However, they still had
to contend with the problems left behind when

colonial rule ended. In South America, many of
these struggles are ongoing.

Transnational Identities and Globalization in
the African Diaspora

The continuing migrations of members of the African
Diaspora eventually resulted in the what scholars
refer to as transnational identities; that is, identities
not tied to feelings about membership in a nation-
state, but identities tied to others with a common
history, who are geographically dispersed. Trans-
national identities are generated by networks of
association that cross political boundaries. These
transnational identities often have become the basis
for resistance movements, extensive trade networks,
the spreading of cultural forms, and further migra-
tions within the diaspora.

The existence of the African Diaspora poses a
number of interesting problems for scholars. The
meaning of the African Diaspora has changed over
time as scholars evaluate its importance in the light of
changing sociopolitical conditions around the globe.
For one thing, scholars have begun to focus more on
the African Diaspora in the East (for example, in
those societies located around the Indian Ocean)
and the connection of these diasporic populations
with populations in Africa.

More recently, some scholars have connected the
fate of Africa and its many developmental problems
with the similar problems experienced by members of
the African Diaspora across the globe. There also is
the question of the relationship of diasporic peoples
to the original homeland, especially after new genera-
tions have passed and experiences have changed.
Also, some scholars have begun to look at the con-
nection between African Diaspora studies and Afri-
can Studies, broadening their concerns not only with
the academic connections but with problems on the
policy level that seem to affect both Africans in Africa
and members of the African Diaspora.

Susan Love BrRowN

See also Pan-Africanism; Third World

References and Further Reading

Adi, Hakim and Marika Sherwood. Pan-African History:
Political Figures from Africa and the Diaspora since 1787.
London and New York: Routledge, 2003.

Bennett, Aubrey W. and G. Llewellyn Watson, eds.
Emerging Perspectives on the African Diaspora. Lanham,
MD: University Press of America, 1989.



Brock, Lisa. “Questioning the Diaspora: Hegemony, Black
Intellectuals, and Doing International History from
Below.” Issue: A Journal of Opinion 24(2): 9-12 (1996).

Brodber, Erna. The Continent of Black Consciousness: On
the History of the African Diaspora from Slavery to the
Present Day. London: New Beacon Books, 2003.

Cohen, Robin. “Diasporas and the Nation-State: From
Victims to Challengers.” International Affairs 72(3):
507-520 (July 1996).

Conniff, Michael L. and Thomas J. Davis. Africans in the
Americas: A History of the Black Diaspora. New York:
St. Martin’s Press, 1994.

Gordon, Edmund T. and Mark Anderson. “The African
Diaspora: Toward an Ethnography of Diasporic Identi-
fication.” The Journal of American Folklore 112(445):
282-296 (Summer 1999).

Green, Charles, ed. Globalization and Survival in the Black
Diaspora: The New Urban Challenge. Albany, NY: State
University of New York Press, 1997.

Hine, Darlene Clark and Jacqueline McLeod, eds. Crossing
Boundaries: Comparative History of Black People in
Diaspora. Bloomington, IN, and Indianapolis: Indiana
University Press, 1999.

Jayasuriya, Shihan de Silva and Richard Pankhurst, eds.
The African Diaspora in the Indian Ocean. Trenton, NJ,
and Asmara, Eritrea: Africa World Press, 2003.

Koser, Khalid, ed. New African Diasporas. London and
New York: Routledge, 2003.

Palmer, Colin A. “Defining and Studying the Modern
African Diaspora.” The Journal of Negro History 85
(1/2): 27-32 (Winter—Spring 2000).

Patterson, Tiffany Ruby and Robin D. G. Kelley. “Unfin-
ished Migrations: Reflections on the African Diaspora
and the Making of the Modern World.” African Studies
Review 43(1): 11-45 (April 2000).

Shepherd, Verene A., ed. Working Slavery, Pricing Free-
dom: Perspectives from the Caribbean, Africa, and the
African Diaspora. New York: Palgrave, 2002.

Vertovec, S. and Cohen R., eds. Migration, Diasporas, and
Transnationalism. Cheltenham, England: Edward Elgar,
1999.

AFRICAN MONETARY FUND (AfMF)
Section 19 of the Charter of the African Union that
deals with financial institutions provided for the es-
tablishment of the African Central Bank, the African
Monetary Fund (AfMF), and the African Investment
Bank. The “Treaty Establishing the African Econom-
ic Community” (the Abuja Treaty) predates this. It
called for the establishment of an African monetary
union through the harmonization of regional mone-
tary zones. However, not much progress has been
made in this direction. The regular meetings of the
governors of central banks in Africa under the aegis
of the Committee of Central Bank Governors
(CCBQG) is the closest move in this direction and may
be a pointer to the formation of the African Central
Bank rather than the African Monetary Fund.

For many years, African countries have advocated
for the formation of a regional body similar in function
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to the International Monetary Fund (IMF) but focused
on the growth objectives of Africa. The main complaint
against the Bretton Woods Institutions is that, al-
though they had committed to help solve the debt crisis
that hit African countries in the late 1970s following
the combination of internal and external shocks (sharp
fluctuations in commodity prices and high interest
rates), many people believe that their stabilization
and structural adjustment polices did not work. Addi-
tionally, trade liberalization has not been successful in
all African countries: many people have suffered fiscal
losses because they had hitherto depended on import
taxation as their main source of fiscal revenue. Some
domestic industries have collapsed due to their inabil-
ity to withstand competition from subsidized compe-
titors from the industrial countries. These instabilities
have resulted in massive capital flight and the creation
of weak financial institutions. Privatization has often
led to higher prices of goods, especially utilities such
as water, telephones, and electricity.

Sub-Saharan Africa (SSA) is the only region in the
world where poverty has continued to rise since the
early 1980s. The number of people living on less than
$1 per day has almost doubled between 1981 and
2001—from 160 million to about 314 million.

Strict conditionalities have been imposed on Afri-
can countries in exchange for loans and credits. In
some cases, this has precluded the ownership of devel-
opment projects and programs by recipient countries.
Many African countries have been neither able nor
willing to get financing from the IMF due to their
inability to meet conditions set by the institution.

Another argument for an institution like the AfMF
could be found in the need to restructure the global
financial system to achieve a network of strong re-
gional institutions and their effective linkage to exist-
ing international institutions. With the commitment
to regional integration, there has been a blossoming
of regional trade and regional capital market integra-
tion. Also, globalization has enhanced the growth of
regional macroeconomic interaction. Other support
for the primacy of regional institutions includes the
risk-pooling argument, competition in the supply of
services to smaller and medium-sized economies, and
the sense of ownership that creates a special relation-
ship between financial institutions and member
countries. The federalist argument also becomes rele-
vant in this case. Many small countries feel that they
stand a chance of being heard only when part of a
regional bloc. These arguments have been demon-
strated in the effectiveness of such regional arrange-
ments as the European Payments Union, the Arab
Monetary Fund, the (ASEAN) Association of South-
east Asian Nations Surveillance Process, and in recent
times, the Andean Development Corp.
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Itis against this background that the idea of creating
the AfMF came up with the aim of providing a source
of funding for economic development in the continent.
The AfMF will be located in the continent and will
focus on the continent only, as opposed to the World
Bank and IMF, whose resources are available to almost
all the countries in the world. In terms of funding, it
is envisaged that all African countries will become
members through acquisition of shares by making con-
tributions. In addition, countries in the continent with
excess reserves can place their reserves as deposits
with the Fund. Non-African countries that are sympa-
thetic to Africa’s development with excess reserves also
could provide funding. The fund also will issue bonds
denominated in foreign currency in the Euro or Dollar
markets and in the international capital markets.

The AfMF will be the continent’s lender of last
resort before a country approaches either the World
Bank or IMF. The Fund also will provide services to
smaller and medium-sized African countries in terms
of technical support and advice in development of
the banking and financial systems. The main chal-
lenge that will be facing the AfMF is that many
African countries do not have sufficient resources,
and thus countries may not be able to contribute
their quota going by the experience with many of
the existing regional arrangements.

SyLvanus IKHIDE

See also African Development Bank (ADB); Internation-
al Bank for Reconstruction and Development (IBRD)
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AFRICAN NATIONAL CONGRESS
(ANC)

The African National Congress (ANC) was founded
by the Zulu lawyer Pixley Ka Izaka Seme. Born in
Natal, Seme was raised a Christian, studied at an
American missionary school, and attended Columbia
University and Oxford University. In 1910, the year
Great Britain formed the Union of South Africa, he
returned to South Africa to lead the struggle for the
emancipation of his people and was admitted to
the bar. Here he joined other African lawyers—Alfred
Mangena D. Montsioa and R. W. Msimang—work-
ing in the interest of the native African population.
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Seme originally wanted to uplift the condition of his
Zulu nation, but recognizing the humiliation and
deprivation of all black Africans, he changed his
focus to work on behalf of the entire indigenous
population.

Seme with his colleagues called for a meeting of the
tribal chiefs and educated Africans in Bloemfontain
on January 8, 1912 for “the purpose of creating na-
tional unity and defending our rights and privileges.”
The meeting established the South African Native
National Congress to organize the tribes of Africa
along national lines. Seme then approached the pub-
lishers of the two native Johannesburg newspapers to
publish an organ of the Congress. D. S. Letanka,
publisher of Murumiao, agreed and joined Seme and
the queen of Swaziland, Labotsibeni Gwamile Ndluli,
to begin the publication of Abantu-Botho printed in
English, Zulu, and Sotho.

Seme also formed the African Farmer’s Associa-
tion for the purchasing of land in the Transvaal.
However, the white farmers reacted, passing the
Natives Land Act of 1913 restricting native ownership
of farms. Africans then sought work in the mines and
elsewhere, often traveling many miles to their jobs.
The government then enacted pass laws requiring
passports for Africans to move around the country.
Initially, in 1919 the ANC supported a demonstration
against these laws and a strike of African mine work-
ers in 1920. Nevertheless, in the 1920s the ANC lea-
ders disagreed with the strikes and demonstration and
tried to argue with London about the restrictive laws,
tactics which brought no results. Other organizations,
for example, the newly formed Communist Party,
adopted more active policies. The government
continued to put in more racist legislation dividing
black and white workers. ANC leader J. T. Gunmede,
elected in 1927, urged cooperation between the ANC
and the Communist Party; but the conservative
leadership voted him out of office, leading to the
Congress’s inactivity in the 1930s.

In the 1940s, under new young leadership exempli-
fied by Nelson Mandela, Walter Sislu, and Oliver
Tambo, the ANC adopted a more activist stance.
White South Africa in the meantime hardened its
stand through its policy of apartheid (segregation)
and a more militant Afrikaner (Dutch descendants)
nationalism. In 1944 the ANC formed its Youth
League. Black Africans began to form their own
community and labor organizations. In 1947 the
ANC signed agreements with the Indian Congresses,
as the apartheid laws segregated not only the native
Africans but other races as well. After the Afrikaner
Party came to power in 1949, the ANC adopted the
Youth League’s program of action, starting the Defi-
ance Campaign which included strikes and boycotts.



The Defiance Campaign turned the ANC into a mass
organization and spurred the birth of other organiza-
tions such as the South African Coloured People’s
Organization (SACPO) and the Congress of Demo-
crats (COD) which in turn created the Congress
Alliance including the South African Congress of
Trade Unions (SACTO). The government reacted by
arresting or “banning” (a form of limited civil liber-
ties and house arrest) the leaders and prominent sup-
porters—black and white. The Alliance Congress’
1955 Freedom Charter called for equality of rights
and opportunity for all races. It also included social
welfare demands such as jobs and houses. The gov-
ernment declared the Congress to be a Communist
organization planning the violent overthrow of the
government, and arrested its leaders.

In the meantime, the women organized protests
against the Pass Law as well as boycotts against the
government beer halls after they passed a law against
traditional beer brewing. The 1950s witnessed many
mass demonstrations which were brutally suppressed.
The Bantu Authorities Act gave the government the
right to replace chiefs, and a number of chiefs coop-
erated in order to keep their positions. This was a
major cause of the great rural Pondoland Revolt of
1960-1961.

There was dissention within the ANC as some,
called the Africanists, objected to cooperation with
the non-African groups or the Communist Party. In
1959, the Africanists broke off from SNBC and
formed the Pan African Congress (PAC). Because of
massacres of peaceful demonstrators, the ANC
adopted a policy of violence through its underground
organization Umkhonto we Sizwe or MK (The Spear
of the Nation), but the government cracked down
with harsher penalties and in 1963 raided the MK’s
secret headquarters. The government prosecuted the
ANC’s leaders, including Nelson Mandela, and sen-
tenced them to long terms at Robin Island. Some
leaders like Joe Slovo, a white supporter, and
Tambo left the countries to continue the struggle
abroad. At Mongoro, Tanzania, in 1969 the ANC
decided to continue the struggle through armed revolt
and mass political action while opening ANC mem-
bership to all races. In the 1970s a new wave of action
by workers and students erupted in the country, be-
ginning with the Durban strike of 1973, and culminat-
ing in the student demonstration of 1976 against the
mandatory use of Afrikaans in the schools instead of
English. The massacre of young students by the gov-
ernment led to widespread demonstrations and the
death of a thousand at Soweto. Students formed
the South African Student Movement (SASM),
which the ANC supported. In the 1980s the govern-
ment offered reforms but continued to bear down on
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the ANC. The Congress movement was revived with
the formation of the United Democratic Front. There
were other new mass organizations, for example, the
Congress of South African Students and the Congress
of South African Trade Unions. A state of virtual
civil war developed as the activists attacked black
leaders loyal to the government, and the government
security forces (often acting on their own initiative)
attacked the activists. In 1990, the ANC was
unbanned. A new constitution permitted blacks to
vote, and in subsequent elections the ANC won and
South Africa elected Nelson Mandela president.
FRrEDERICK B. CHARY
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AGRICULTURE: IMPACT OF
GLOBALIZATION

Globalization is having a vast extent of effects on
agriculture from the perspective of developing
countries. Due to the impact of globalization, crop
selection and agricultural production processes and
technologies have changed. Moreover, globalization’s
impact on agriculture has had a range of social, eco-
nomic, political, and ecological consequences. The
direction and extent of the effects of globalization
on agriculture and societies in developing countries
differ among and within those countries. Hetero-
geneity continues to exist at the local level, and local
and national cultures and histories retain some im-
portance. However, some general trends have been
identified. The majority of scholars argue that
developments associated with globalization, such as
the liberalization of trade, and capital mobility and
concentration, are affecting rich and poor countries in
the world very differently. Some claim that we are
witnessing a triadization based on the economic, tech-
nological, and social integration of North America,
(Western) Europe, and, to some extent, Southeast
Asia and the increasing exclusion of poorer countries
and regions. In developing countries, recent trends
in industrialized agriculture and food systems go
hand in hand with 840 million people still suffering
from chronic hunger and key losses to environments,
societies, and people’s health arising during and from
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the “modernization” of agriculture. Scholars perceive
a high risk of disruption to agricultural systems and
environmental deterioration, social disruption, and
dislocation in poorer countries of the world.

In terms of changes in agriculture itself, globali-
zation has affected products as well as production
processes and technologies. We witness an increasing
specialization of countries on exotic export crops and
animal foodstuffs, a shift away from the production
of staple foods to new activities demanded by the
rich consumers in the North, as well as the agropro-
cessing industries. New exports such as horticultural
products, that is, fresh fruits and vegetables, flowers,
poultry, and meat products, are replacing previous
export commodities like jute, sugar, or cotton. Within
developing countries, furthermore, an increasing
specialization of farms, in particular crop and live-
stock enterprises, and changes in their production
structures can be noticed. With rising human popu-
lation, increasing per capita incomes and the asso-
ciated rising demand for livestock products in the
North, and new technologies becoming available,
livestock industries are increasing in number and
size, for example.

In general, agricultural production methods are
shifting in two directions. On large farms with access
to capital and technological inputs, the trend is to-
ward intensive agriculture. Here, the globalization
of agriculture is based on high energy inputs and
monoculture production systems based on genetically
engineered uniformity in organisms manipulated
to maximize output. In this area, globalization fos-
ters a homogenization of world agriculture based
on a Western monocultural form. At the same
time, among the marginalized sectors of society, sub-
sistence agriculture under difficult socioeconomic
and ecological conditions prevails. Concurrently, tra-
ditional knowledge and more sustainable farming
technologies such as complex agroecosystems are
facing the threat of extinction.

Social and Environmental Consequences

The social consequences of the impact of globalization
on agriculture in developing countries are expected to
be particularly severe. Some scholars suggest that
globalization will increase income inequalities in the
world and progressively exclude poorer societies.
Even within developing countries, social gaps are
likely to increase. While some sectors of society can
be expected to benefit from globalization, the larger
share of the population of developing countries is
likely to lose, thus leading to larger social cleavages
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and conflicts. Groups with market experience and
access to information and capital, regional, and glob-
al networks and contracts are likely to benefit
from increasing globalization. Even some examples
of linkages between expanded agricultural product
markets and the improved sustainability of small
farmer welfare exist.

Yet, the majority of the rural population in devel-
oping countries is involved in low-input subsistence
agricultural production under social and ecological
circumstances made increasingly difficult by globali-
zation. The overall trend is toward a decline in social
capital of rural areas, destruction of horizontal net-
works within communities that are replaced by verti-
cal linkages to distant organization, decreasing
opportunities for informal and formal horizontal
exchanges, and the erosion of norms and cohesiveness
of rural societies. In farming areas unable to compete
in global markets, dramatic social changes and land
transfer to other uses or abandonment are likely to
occur. The new financial power relations along the
food chain further induce changes in land ownership
in the South, often with negative social implications.
Downward pressures on income due to declining
real agricultural prices—real agricultural prices had
fallen to levels not seen since the 1930s—are likely
to lead to further social disruption and disloca-
tion. Scholars have pointed out that the declining
commodity prices due to agro-exporting debt-
servicing strategies advocated by international orga-
nizations have led to prosperity for food traders but
falling incomes in the South. In addition, fewer people
are likely to be able to derive a stable income from
farming, even in successful farming areas. Women in
particular are being marginalized with their role
becoming that of a laborer rather than a cultivator,
a development that is particularly tragic as agriculture
employs more than 80% of all economically active
women. In general, a distancing of agriculture from
the needs and lives of the population in developing
countries can be expected.

Changes in agricultural production in developing
countries due to globalization also may have extreme-
ly negative environmental effects, mainly due to the
pollution problems arising from intensive agriculture,
ecological vulnerability of monoculture production,
and the destruction of habitat. According to some
observers, the tendency of globalization to underval-
ue natural and social capital has fostered the spread
of non-sustainable agricultural systems. Such envi-
ronmental effects interact with the social effects of
the globalization of agriculture to the detriment of
both. The focus on increasing output with greater
use of nonrenewable inputs has the potential to
cause losses in natural habitats and wildlife; nutrient



losses; soil erosion and site desertification; water pol-
lution with pesticides and fertilizers; contamination of
the atmospheric environment with methane, nitrous
oxide, and ammonia deriving from livestock, manure,
and fertilizers; and associated threats to human
health. Innovation in biotechnologies affects crop
varieties and characteristics. Crop specialization
creates losses in biodiversity, especially in indige-
nous plants and animals formerly used for food pro-
duction. In addition, biodiversity-rich forests are
destroyed for the creation of large farms.

From a global environmental perspective, how-
ever, the globalization of production can allow the
relocation of production to environmentally more
efficient places, away from greenhouse production,
for instance. Furthermore, the expectation that eco-
nomic globalization and especially trade specializa-
tion on the basis of comparative advantage will lead
to improved economic conditions leads some scholars
to suggest that demand for better environmental qual-
ity will increase with increasing incomes in developing
countries. Mainstream economists thus tend to view
the impact of globalization on international agricul-
ture and the environment very positively and argue
that we face a win-win situation. Other scholars,
however, point out that there is little evidence for
the proposition that globalization will generate posi-
tive consequences for global agriculture and envi-
ronment. Furthermore, one should not forget that
globalization also can allow the relocation of produc-
tion to places with lower environmental standards,
which apply less stringent regulations on pesticide
use, for example. The overall consequences of global-
ization and trade liberalization for the conservation
of natural environments and the sustainability of
different forms of agriculture are likely to be mixed.

Environmental questions may play an even larger
role in the future of agriculture. Global climate change
regulation creates opportunities for farmers in devel-
oping countries while placing some constraints on
them at the same time. The agricultural sector is a
significant emitter of greenhouse gases. Therefore,
climate change policies could affect both agricultural
production and trade. Some scholars suggest that
future climate change agreements could be tied to
international trade agreements. Furthermore, the
general need for carbon sequestration is likely to
increase in the future. This may present an opportu-
nity for the rural poor to combine food production
and carbon sequestration in large-scale agroforestry.
At the same time, farmers may face growing in-
centives to cultivate energy crops rather than food.
The consequences of such actions in the form of rising
food prices would likely be quite dramatic for the
landless poor.
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Globalization

A systematic assessment of the impact of globaliza-
tion on agriculture from the perspective of develop-
ing countries depends on a sound conceptualization
of the phenomenon of globalization. Unfortunately,
definitions of globalization used in academia and in
political practice are numerous and range from in-
creasing economic integration and cultural homoge-
nization to the increasing deterritoriality of economic,
political, and social relationships and phenomena.
The only existing agreement concerns a handful of
visible elements associated with globalization: trade
liberalization, capital concentration and mobility,
shifts in political decision-making authority, and the
acceleration of technological innovation and diffu-
sion. In the following, the implications of develop-
ments in these four aspects for agriculture in
developing countries will be discussed.

Trade Liberalization

Trade liberalization is a pivotal element of globaliza-
tion. The Uruguay Round Agreement of the General
Agreement on Tariffs and Trade (GATT), signed in
April 1994 in Marrakesh, included a comprehensive
agreement on trade in agricultural products for the
first time. This agreement reversed the trend toward
protectionism in the area and established a frame-
work for the reduction of trade barriers for agricul-
tural products. At the same time, the Uruguay Round
created the World Trade Organization (WTO) as the
institution to “house” the GATT, to coordinate and
foster international efforts at trade liberalization.
Today, trade liberalization in agricultural products
is by no means complete, however. Subsidization and
protection and conflicts about them remain, partic-
ularly in and between developed countries. Govern-
ment transfers to the sector remain at very high levels
in Japan, the European Union, and the United States.
Even the Uruguay Round’s conversion of non-tariff
barriers to equivalent tariffs fostered little addition-
al market access. Furthermore, we can notice the
continuing impact of regional trade blocs on agricul-
tural trade. While these blocs may help to improve
resource allocation within a region, they discriminate
among members and nonmembers and can have
detrimental effects for global resource allocation.
Given that the majority of developing countries are
not part of the economically powerful trade blocs,
they tend to bear the costs of such regional agree-
ments. Some scholars even question whether some
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actors such as the European Union will ever suffi-
ciently reform its common agricultural policy to
comply with the current WTO obligations.

Conflicts do not focus on government subsidies
on tariffs only, however. Issues such as food security
and the need to protect the environment, which the
agreement identifies as non-trade concerns, are highly
contentious as well. Such issues are regulated by sani-
tary and phytosanitary measures, which have been
created to protect public health and the environment
from pests, diseases, and contaminants in the context
of the movement of agricultural products across bor-
ders. New definitions of these ‘“‘non-trade’ concerns
include rural development, labeling, and consumer
concerns over food quality. While most of the conten-
tious issues of the Uruguay Round thus remain, new
ones have arisen. In consequence, agriculture was
again at the top of the agenda at the WTO meeting
in Seattle and a new round of talks on the Agreement
on Agriculture began in 2000 despite the Seattle meet-
ing’s failure to initiate new comprehensive negotia-
tions. Further trade liberalization in agricultural
products is to be expected with new labor entering
the market, capital obtaining access to more parts of
the globe, production becoming more and more
specialized in and among countries, and output
being sold in increasingly global markets.

The consequences of the liberalization of agricul-
tural trade for developing countries are controversial.
Some scholars adhere to the orthodox economic view
that trade liberalization fosters specialization of
production based on comparative advantage and
thereby provides benefits for all. The majority of
experts are skeptical about the distribution of benefits
from free trade, however. They argue that agricultural
trade liberalization changes the international distribu-
tion of income to the benefit of Northern investors
and adversely affects income levels and the sustain-
ability of agriculture in the less developed regions of
the world. These critical observers agree that trade
liberalization provides an incentive for specialization
in certain forms of crop production in developing
countries. The relatively cheap land with initially
high productivity attracts the production of large-
scale monocultural crops. Low land prices and the
lack of income support structures combined with
sometimes favorable growing conditions create an en-
vironment in which the production of large quantities
of cheap food for mass markets becomes possible.
Thus, farming is becoming more concentrated on
exports, as developing countries have an incentive to
produce and sell more high-value crops and purchase
staples in the world market. However, observers fear
that the majority of the population in the developing
countries does not incur the benefits from these
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exports, because land ownership by large shares of
the population is decreasing, and these people lack
access to capital for competitive inputs and to global
markets. Furthermore, large-scale, intensive crop pro-
duction fosters radical changes in existing community
structures and institutions—in particular, the growth
of “private property” holdings. Besides the often dire
social consequences of these changes, they tend to be
associated with dislocation and disruption, inequity,
unfair and unjust methods of change, and a loss in
community environmental stewardship. In particular,
the spread of industrialized farms under the owner-
ship of corporations or economic elites has the poten-
tial to foster the loss of traditional knowledge and the
marginalization of women in developing countries.

Capital Concentration and Mobility

The question of a trade liberalization is closely related
to the second emphasis in the globalization perspec-
tive: the phenomena of capital concentration and
capital mobility. The two factors together are the
source of the rise in influence of corporations. In the
agricultural sector, accelerated capital mobility and
global financial integration have fostered the geo-
graphic extension of production-consumption net-
works with increasingly complex, flexible, and
geographically spread sourcing strategies of trans-
national corporations. They have furthered the con-
centration of market power in upstream sectors
supplying agriculture with technical inputs, as well as
in downstream sectors that process, distribute, and
sell food. Capital concentration appears to have taken
place in most sectors of the food industry, including
both farming and non-farming sectors of the agro-
food system, with the number of farm businesses
steadily diminishing, while the share of total output
produced by the largest farm businesses continually
increases. Large, multinational corporations have
come to dominate the farm sector, the food proces-
sing industry, exports, the retail industry, the fast
food industry, and marketing and advertising. In
particular, food and input traders, manufacturers,
and sellers are growing in size in order to be able to
compete in a global market. Likewise, food proces-
sors have become fewer in number and larger in size.
These large companies have benefited from the
globalization of capital via credit, finance, aid, and
investment. Pursuing the globalization of production,
they are looking for ways to decrease production
costs and capture greater market shares. This will
further strengthen the concentration of trade, which
can already be witnessed. Approximately 60-90% of



all wheat, maize, and rice, for instance, is now mar-
keted by just six transnational companies. Moreover,
even the relationships among the agriculture industry,
wholesaling and retailing are increasingly monopo-
lized and have a powerful influence on conditions of
supply and demand. The mobility of this capital, the
ability to move quickly from one country to another
depending on highest returns offered, poses a partic-
ular potential threat to the economic and social sus-
tainability in developing countries and can be used by
multinational corporations (MNCs) as a bargaining
tool with governments.

The consequences of processes of capital concen-
tration in the food sector are multiple. Given the
divergence in access to capital and resources between
large agri-businesses and small farms, the latter have
little opportunity to compete with these large
and financially powerful actors. In addition, the
dominance of multinational corporations in the
food-processing industry leads demand for highly
standardized inputs in order to allow the turning out
of homogenous food products throughout the
world—in particular, new products for affluent mar-
kets and the spread of processed food. Furthermore,
capital concentration is blamed for declining farm
employment, squeezed farm incomes, and increasing
capital requirements of farm-based production, as
well as the restructuring of economic sectors, labor
forces, and nation states in the interest of global
investors.

Other important consequences of capital con-
centration in the food sector apply to the power rela-
tionships between the different actors. It appears
that the concentration has led to a displacement of
production for use by production for the market.
With increasing vertically and horizontally integrated
production, processing, and distribution, large agro-
food companies have gained control over a greater
proportion of the food chain. Through the develop-
ment of credit links and the provision of combined
packages of technologies and specialist advisory,
input suppliers have obtained more influence over
farm businesses as well as over the direction of
technological change, especially the promotion of bio-
technologies. Here, the role of generic inputs for
mass-marketable foodstuffs is particularly noticeable.
As pointed out previously, changes in the financial
power relations along the food chain also have given
rise to changes in land ownership in the South, often
with negative social implications.

Capital concentration also is associated with
changes in sustainability characteristics of agricultur-
al production. It has been linked to the increasing
intensity of cultivation due to heavier uses of fer-
tilizers, pesticides, and heavy machinery, and to a
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decrease in the organic content of food. MNCs tend
to focus on the use of saleable private goods such
as tractors, chemical fertilizers, and pesticides rather
than less commodified factors such as integrated
pest management. Likewise, they bias the economics
of agriculture in favor of intensive man-made capi-
tal methods. Social and environmental externalities
are less important. In the eyes of many observers,
therefore, MNCs tend to foster trends inimical to
agricultural sustainability.

Some scholars emphasize the need to differentiate
between the extent and form of capital concentration
in different sectors of the agro-food industry, howev-
er. They argue that independent, stand-alone produc-
tion locations still exist and compete internationally,
in contrast to the image of a global, intrafirm division
of labor and globally integrated competitive strategies
in other economic sectors. At the end of the 1980s,
food manufacturers were still much less “globalized”
than non-food manufacturers and maintained far
weaker trade links with their affiliates.

Shifts in Political Capacity

One of the central foci in the globalization perspective
is a shift in political power. Many scholars perceive
the power of nation states to be declining vis-a-vis
MNCs and International Governmental Organiza-
tions (IGOs). In the food industry, global private
and public authorities have been gaining leverage
over policy and institution building, thereby forcing
policy adjustments by governments and threatening
state sovereignty. Evaluations of these changes in
political decision-making capacity range from the
view that the decline of the state is a desirable conse-
quence of international economic integration to the
assertion that the rising power of corporations poses a
general threat to political authority and legitimacy.
The rise in power of IGOs is associated with the
shift towards more international and global forms of
regulation. In the context of agriculture, the World
Bank, International Monetary Fund (IMF), and
WTO are the most relevant actors, although the
Food and Agriculture Organization (FAO) and the
United Nations Development Program (UNDP) play
important roles as well. These international organiza-
tions have an increasing influence over the types
and characteristics of food exports and imports, and
consequently food production. The IMF and World
Bank, for instance, have long advocated monocrop
agriculture for export in developing countries,
although they now may be modifying their position
due to persistent criticism of such practices. In
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addition, structural adjustment programs, with their
focus on the elimination of budget deficits and the
dismantling of social welfarism, have forced an end to
income protection and subsidies for the agricultural
sector. In combination with the privatization of com-
mon institutions for marketing and distribution of
agricultural produce, these attempts to foster interna-
tional competitiveness often have led to a dramatic
deterioration in the social circumstances of small
farmers in developing countries. Likewise, GATT
negotiations—in particular, the Agreement on
Agriculture but also the Trade-Related Intellectual
Property Rights (TRIPS) agreement, for instance—
and the role of the WTO in reviewing trade policies
and overseeing dispute resolution exemplify the
strengthening of global regulatory mechanisms in
the agricultural sector.

The second important beneficiary, if not cause, of
changes in political decision-making capacity asso-
ciated with globalization are MNCs. Public and pri-
vate international law are becoming blurred as
international economic actors increasingly dominate
agenda setting, policy design, and implementation. In
fact, some observers perceive a rapid privatization
and marketization of all aspects of economic and
social life and of the organizing and governing of
the world economy. MNCs have gained in political
power due to the need of states to compete for invest-
ment to create the right environment for ensuring
profitability. Governments in developing countries,
therefore, increasingly shy away from minimum
wage requirements for agricultural labor, policies of
small farm support, or the protection of land owner-
ship by the local population. As the “providers” of
employment and income, MNCs have entered into a
pact with the state, which, in the eyes of observers,
effectively confers social and political legitimacy on
the enterprises. International law and negotiations are
frequently influenced by MNCs as well. International
law increasingly relies on nonbonding instruments
created and implemented by non-state actors. Like-
wise, by providing multinational corporations with a
prominent role in trade law negotiations and disputes,
the GATT/WTO have increased the power of these
corporations vis-a-vis nation states.

The changes in the roles of the state, in general,
due to globalization are quite controversial among
scholars. Some argue that the state is neither being
led nor a leader nowadays, acknowledging that the
decline of national agricultural markets as strategic
economic space relative to the global economic space
threatens one of the previous foundations of the
nation state. Others, however, point out that the
decline of the state is not a uniform development.
Although the power of national governments may
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have been reduced in some areas, it may have
increased in others. Liberalization, in particular,
often requires complex “reregulation’ under a strong
state. Unfortunately, the conditions for states retain-
ing power in these areas are frequently not met in
developing countries. If states do not have the finan-
cial, human, and political resources to create the solid
regulatory framework for liberalization, globalization
and the associated ascendancy to power of IGOs and
MNCs may lead to a systematic dilution of national
sovereignty.

The earlier role of the state in the promotion of
agriculture and rural development should not be seen
uncritically, of course. Former attempts to improve
the situation of small farmers and the landless poor
with government intervention frequently did not
work. Subsidies led to high land values and capitali-
zation into other fixed assets. This in turn fostered
increased farm debt and lower farm incomes. At the
same time, price and income supports had led to
technological innovations and increased productivity,
which in turn meant food surpluses and lower prices.

Finally, the shifts in political power associated with
globalization concern the role of the public. Some
scholars argue that the public as a critical observer
and check on political and economic actors may be
losing ground due to the increasing complexity and
extension of the global economic and political sys-
tems. Others, however, highlight the growing role of
civil society and Non-Governmental Organizations
(NGOs) in monitoring economic and political devel-
opments with respect to agriculture and implementing
agricultural programs. In general, evaluations of the
potential role of the public depend on assumptions
about the availability and transfer of information.
For the individual, scholars see a decline in informa-
tion availability. Based on the “distancing” argument,
scholars point out that the spatial and structural
separation of food production and consumption deci-
sions leads to a decline in the individual’s political,
economic, and social decision-making capacity. At
the same time, the relatively cheap opportunity for
information access and diffusion via the Internet may
provide individuals with new access to information
and global markets. Continuing globalization dynam-
ics may further change the role of the public. To some
extent, recent developments appear to restore the ini-
tiative to local communities. In fact, current opposi-
tion to the global agro-food industry is both locally
based and globally coordinated and informed.
Thus, what is true with respect to globalization in
general also applies to the shifts in political capacity
induced by globalization: Globalization is an ongoing
process, the final results of which are not yet
recognizable.



Technological Innovation and Diffusion

A final but important impact of globalization on
agriculture is via technology. Globalization is asso-
ciated with an acceleration in the speed of technologi-
cal innovation and diffusion. In principle, this may
foster the development of more environmentally
friendly technologies, but also that of environmental-
ly problematic ones. In the agricultural sector, tech-
nological innovation in the form of biotechnologies
predominates. Furthermore, agricultural production
is influenced by technological developments in food
processing, storage, and transport.

In general, globalization has been fostering the con-
version and replacement of natural capital into and by
man-made capital. Technological innovation in agri-
culture currently is focused on the fine-tuning of high-
energy input systems for increasing the productivity
of a selected few crop species. Innovation focuses on
biotechnology to the neglect of knowledge contained
in traditional farming methods. Large chemical and
pharmaceutical companies control the direction of
technological change. The introduction of biotechnol-
ogy and technological change have transformed what
used to be discrete elements of agricultural produc-
tion processes into an industrial production chain.
The industrial production of inputs and processing
of farm produce have allowed the increasing appro-
priation of the value-added proportion of food
production by agro-business. In addition, the globali-
zation of agricultural production in combination with
the development of new technologies of space and
time compression has led to an enormous rise in
transport, with food items now on average traveling
50% farther than they did at the end of the 1970s. At
the same time, this transport is becoming ever faster,
with fresh fruits and vegetables taking less and less
time from the field to supermarket shelves.

The benefits of these technological developments
accrue to rich farmers or corporations who can afford
the costly inputs required and have access to global
markets. Thus, the green biotechnology based revolu-
tion, and agri-business as its extension, is confined
to small sections of the rural population in developing
countries. As the majority of small farmers lack
access to the necessary inputs, they face marginaliza-
tion. The differentiated introduction of technological
innovations and the changes in land ownership asso-
ciated with it are causing wide disparities in access to
resources and income. Furthermore, these develop-
ments lead to a displacement of crop varieties due to
more similar global task structures. The encourage-
ment of monocultural production, standardization
of produce, and uniformity of agricultural production
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methods reduces diversity of genetic material. Thus,
technological innovation in agriculture associated
with globalization runs the risk of eliminating mixed
or environmentally balanced types of agricultural
systems.

As innovations in biotechnology and high-input
agricultural systems are not available for large parts
of the population of developing countries, there is
renewed interest in traditional systems of agriculture
at the local level. Complex agro-ecosystems use crop
and associated biodiversity to strengthen the system’s
stability and resilience. They are based on an under-
standing of the combined use value of selected crop
plants and livestock animals in agricultural produc-
tion and exist in a great diversity and a various levels
of input intensity. These traditional systems tend to
be associated with higher levels of sustainability, eco-
logical efficiency, and social justice.

Globalization also has an impact on agricultural
research in general. Some scholars suggest that the
globalization of agricultural research leads to a priva-
tization of research in developed countries and a few
developing countries. In such a scenario, poorer de-
veloping countries and their particular agricultural
context would be on the losing end both in terms of
knowledge creation and in knowledge acquisition. In
contrast, explicit regional and local focused research
is exactly what would benefit agriculture in develop-
ing countries most. Currently, research on agriculture
in the context of globalization is coordinated at the
Consultative Group for International Agricultural
Research (CGIAR) by the International Service for
National Agricultural Research (ISNAR).

The Future

As pointed out before, globalization is a process that is
by no means complete. Thus, final results of the impact
of globalization on agriculture in developing countries
cannot be determined at this point. It is unclear, cur-
rently, to what extent counter-pressures against glob-
alization and capital concentration in the agricultural
and food sectors are likely to develop. Furthermore,
substantial heterogeneity remains, for instance, in the
characteristics of agriculture, such as farm production
practices and production-consumption linkages. Dif-
ferent opinions also exist on fundamental questions
of the sustainability of agricultural production in
the context of globalization. Some scholars argue
that ““the limits to growth” have been reached or even
passed. Others argue that we will only be able to
feed the world if the industrialized countries increase
their production as well. Another group of scholars
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postulates that modernist technologies and increased
use of fertilizers and pesticides will help developing
countries to sufficiently increase their production.
The next group claims that sustainable agriculture is
a (if not the only) viable alternative and has the poten-
tial to greatly increase productivity on existing lands.
The fundamental questions that remain are whether
we need new lands, new technologies, or new social
solutions.

Doris FucHs

See also Agriculture: Impact of Privatization; Inter-
national Bank for Reconstruction and Development
(IBRD) (World Bank) Pollution, Agricultural; Sustain-
able Development; Technology: Impact on Develop-
ment; Trade Policies and Development
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AGRICULTURE: IMPACT OF
PRIVATIZATION

The political and economic transition of communist
countries in the 1990s and the similar processes in
other developing countries have imposed agricultural
privatization as part of the national economic policy.
The main arguments for privatization consider it a
reliable method for sustained economic growth, pros-
perity, political stability, and democracy. It is hoped
that privatization will increase efficiency, profitability,
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outputs, and export revenues in agriculture, leading
to food self-sufficiency and higher standards of living.
Centrally planned economies could not solve the in-
centive problem for higher yields, due to missing or
weak markets, constraining market forces, and lack
of wage incentives.

According to the classical Marxist dogma, the
industrial proletariat is the driving force of social
change. Therefore, the development of agriculture
was neglected for the sake of industrialization.
At the beginning of the nationalisation/collectivisa-
tion of the agriculture, most farmers were peasants
performing subsistence farming. They were consid-
ered dangerous for the totalitarian regimes, because
of their relative independence from state production.
As a consequence, after land reforms, their holdings
were mainly nationalized, and agriculture was forced
into large, state-run farms. Soviet-type large-scale
farming was not efficiently run and also placed a
heavy burden on the already depleted natural envi-
ronment, leading to chronic food shortages. Some
countries, including Hungary, made numerous and
compelled attempts to restructure the agrarian sector,
but without much success.

The most important goal of farm restructuring was
the creation of efficient and competitive agriculture.
Restoring private ownership for land was necessary to
make agricultural investment profitable, enabling the
sector to function on market principles. Smallholders
were considered more profitable and competitive in
terms of flexibility and market mobility. They require
a lower level of capital investment, and labor costs are
low (as it is almost entirely provided by the family
who owns the farm). On the other hand, smallholders
created by privatization may have lower productivity
than do large agricultural enterprises.

The transition of state-directed economies into
market economies proved to be a social and economic
disaster in the short run for many of them. In Russia,
the majority of the ex-Soviet states, and Romania, the
privatization process was not transparent, enabling
the sale of assets, including land and agricultural
infrastructure, at prices well below market. Privatiza-
tion was seldom carried out under fair competition.
Agriculture was again especially hard hit due to early
product price liberalization. Import liberalization put
smallholders under further price pressures from estab-
lished large producers. Their export opportunities
were reduced drastically, heavily due to the collapse
of the intersocialist markets. On the world markets,
they faced stiff competition from heavily subsidized
western producers.

The attempts of precise restoration and of equita-
ble allocation resulted in land fragmentation. Families
generally own several small parcels, scattered over a



wide area, which inhibits efficient land use. Land
reforms aimed at consolidating holdings often ended
up in holdings below the minimum subsistence-level
size, causing famine in some countries (Ethiopia). The
communist land reforms after 1945 expropriated large
land holdings, distributing them among landless rural
laborers. But in the following decade, the peasantry
was forced to establish collective farms, losing their
individual ownership rights.

Among the positive effects of privatization, one
can mention the lifting of the system of mandatory
deliveries to the state reserves and the fact that pro-
ducers could take entreprenecurial initiatives. The
emerging agricultural credit system started to impose
financial discipline, but the process was interrupted by
the world economic crisis of 1998. Some farms are still
relying on subsidies.

The privatization process of land, equipment, and
built infrastructure, as well as the restructuring of
collective and state farms, was carried out according
to the unique sectoral policy mix of each transition
country.

The main scheme of privatization was the rein-
statement of property rights concerning farmland,
most of the built infrastructure, livestock, and ma-
chinery—to their former owners or the allocation of
such rights to cooperative and state farm members, as
well to village residents. Former owners’ property
rights were restored on the former plot locations, or
on equivalent ones. In other cases, the owners were
offered ownership coupons or allocation shares in
state companies.

The most widespread method of land restitution to
the former owners was mainly used in the countries of
Central and Eastern Europe and in the former Soviet
republics of the Baltic region. Whereas Romania
focused on the restoration of land to its former own-
ers, Hungary offered land compensation tickets,
too—marketable on the national stock exchange and
convertible into other real estate or financial assets.

In Russia, this alternative was rejected due to po-
litical reasons and practical impossibility, as most
ownership titles had been lost. Restitution was in-
kind or in principle and almost free of charge. In-
kind restitution was used in Romania, on the original
location, if possible, targeting collective farmland. The
restoration in Romania, Albania, and Hungary
concerned all former owners irrespective of whether
they lived in the village or were cooperative members
at the time of restoration. In most cases, including
Commonwealth of Independent States (CIS) coun-
tries, limited ownership rights were granted also to
other categories such as rural intelligentsia, war veter-
ans, or young farmer families. Most restoration was
in-kind and free of charge, on the original location
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or another of equal value. Some countries, such as
Lithuania, were granting urban land parcels free of
charge if restoration in-kind was impossible.

At the beginning, in the absence of reliable real
estate records, the restoring of the plots was a painful
and disputed process. The process was complicated
also by the fact that at the beginning of forced col-
lectivization, many farmers prosperous enough to be
above the subsistence level but not wealthy enough to
become large-scale landowners had donated, sold, or
simply passed formally their property to poorer neigh-
bors or relatives to avoid being stamped as kulaks,
the derogatory term for a landlord. Because of this
confusion, restoration was difficult due to conflicting
claims for the same plot. Even if the identity of the
owner(s) was established, the exact location of the
land strips could not have been easily determined.

Another problem was that state farms had been
established on the best lands. In these cases, owner-
ship was restored in a painstaking manner, conferring
at the beginning land-use rights only. In many
countries of Central Europe, formal owners were
not happy about becoming shareholders of privatized
but still state-run farms, perceiving it as a limitation
of their ownership rights.

A distinct problem was the successive waves of
conflicting legislations that entitled persons without
any prior holdings and put them in possession on
plots that were later claimed by others. Restoration
of common or community ownership, such as com-
munal grazing plots and forests, proved to be even
more difficult and led to the forming of managerial
associations. In many cases, the majority of the
forested areas and arable land are withheld from
privatization. Most water resources also remain state
property, especially in Russia.

Another privatization scheme was the distribution
of compensation securities, or coupons, like those
used in Hungary. The coupon’s face value was based
on the value of the farmland, building, or other asset.
This coupon allowed the exchange of land or property
into money.

One of the main consequences of the privatization
was the dismantling of the kolhozes (cooperative
farms). Former communist party members were reap-
ing huge profits from the privatization of cooperative
and state farms (kolhozes and sovhozes) by misappro-
priating, stealing, or buying their assets at under-
valued prices. Looting also has accompanied the
dissolution of these farms. Though livestock were
distributed to the former members, many people had
become city dwellers. Thus, cattle stocks plummeted,
leading to meat and milk shortages later. Pig stocks
also fell, triggering massive imports and subsequent
protectionist measures. Huge retail price shocks
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have accompanied the process, fueling inflation
despite a series of IMF-sponsored structural adjust-
ment programs.

The new-old individual owners now had the rightful
possession of land, although it sometimes took 10 years
for property documents to be issued. The new peasants
now had the land but not the proper tools, horsepower,
and expertise that their ancestors once had.

The lack of capital, machinery, and technology
also took a heavy toll on production outputs. All
countries undergoing privatization experienced a
serious fall in their gross domestic product during
the 1990s, especially Georgia, with an average annu-
al contraction of —16.3%, Moldavia (-14.1%), and
Azerbaijan (-10.7%). Although the decrease of in-
dustrial production was much greater, compared
with agricultural production decline (especially in
Lithuania, Romania, and Moldavia), the majority of
the countries had not reachieved their pre-reform
level of agricultural production a decade later.

Privatization has led generally to the decline of the
overall technological level. At least in the short run,
tractors were replaced by oxen and carts; manpower
was used intensively due to high unemployment and
the low cost of labor, a process similar from Romania
to Zimbabwe. In more sophisticated privatization
schemes, kolhoz machinery and equipment was hand-
ed over to groups of farmers, under a property-share
arrangement.

Due to the lack of funding, the small farms were
performing high-cost, small-scale production. The
lack of capital made more advanced techniques inac-
cessible. The use of pesticides and chemicals was
virtually aborted, and this nonvoluntary ‘“‘organic
farming” had some positive effects on the environ-
ment, including cleaner groundwater and the return
of wildlife. Since World War 11, agriculture in devel-
oped nations has become increasingly intensive, using
more capital and fertilizer. This system has spread
to developing countries and resulted in producing
more abundant, less expensive food—but often with
ecological costs as well.

Privatization in the forestry sector led to increased
demand on resources, as a source of income, leading
to massive deforestation. The developed world has
to take initiative with debt for nature swaps. Environ-
mental organizations from developed countries buy
portions of the debt much below face value and
forgive it in return for environmental preservation
efforts in the developing country.

Privatization made the new-old owners more
concerned with current survival rather than sustain-
able development. Lack of alternative energy supplies
in rural areas led to using timber as a fuel. Often,
when ownership of forest areas was restored, barren
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land awaited the owner, because the law didnot speci-
fy the state of the forest, only the possession of the
land. However, in the cases when forest had survived,
a second wave of lumbering has swept across. The
deforestation process led to a 10%-30% decrease in
the forested area in a decade in certain regions. Bra-
zilian laws have limited lumbering, but enforcement is
difficult due its high costs and poorly defined property
rights.

Thirteen million hectares of forest are lost to agri-
culture each year in the developing world, encouraged
by development policies like that of Brazil, which
offered subsidies in the form of tax breaks for devel-
opment of forested land for cattle ranching purposes.
Other countries, such as Malaysia, encouraged the
transformation of jungle areas into oil-palm and rub-
ber tree plantations, in order to develop an export
oriented competitive agriculture.

The relative abundance of natural resources and
developing countries’ dependency on them, has led
to low domestic price levels, which discourage conser-
vation. The transition of the developing countries
from agrarian societies to industrialized societies
results in increased urbanization and subsequently
more pollution.

In some developing nations, 90% of the sewage is
discharged without treatment. Part of the problem is
that water is usually provided below cost, or is sub-
sidized, whereas the costs of the necessary transport
infrastructure are high. In Sri Lanka, taxation of the
extra use for irrigation purposes was proposed, and
governments are pressed by foreign aid donors to stop
generous subsidizing for irrigation. Privatization did-
not solve, rather made access to clean water more
difficult and less affordable, also because water utili-
ties enjoying their natural monopoly status cannot be
forced into market competition as prescribed. On the
other hand, especially in Africa’s arid regions, a grow-
ing popular discontent opposes privatization, consid-
ering access to clean healthy water a basic human
right rather than a commodity.

In some areas and product sectors, however, pri-
vatization has led to higher efficiency, but this is still
not enough in Russia to have a positive food trade
balance, except for sunflower seeds and wheat. The
costs of increased productivity are soil degradation,
followed by water and wind erosion in the most in-
tensively cultivated southwestern region of European
Russia. Soviet practices of using obsolete heavy ma-
chinery are causing soil compacting. The soil also is
depleted of minerals due to overplanting and over-
grazing, insufficient fertilizing. The opposite also hap-
pens when overmanuring or runoffs from livestock
farms cause pollution. Pesticides such as DDT are
still used in developing countries. From the seven



thousand crop species available worldwide, 90% of
the global food production comes from only thirty
of them.

Assessing the overall impact of privatization on the
environment is difficult, although sectoral impacts are
clearly visible. One problem is that regulations often
are lax, and low enforcement limits compliance with
them. Lack of reliable information and weaker aware-
ness of ecological problems are paralleled by lack
of technology that is capital intensive. However,
lack of property rights leads to overexploitation of
resources, thus privatization eases this pressure.

In many cases, the free market prevailed after pri-
vatization. Most of the farmers were unable to pro-
duce for the market because of the small extent of their
farm property or lack of any information, experience,
or education in this respect. Such people remained
at practicing subsistence farming only, which assured
survival but no capital accumulation for investment
and productivity increase. The more eager ones, most-
ly former kolhoz directors, took on sufficient land
to have efficient production. The fluctuation of de-
mand and offer caught the farmers in a countercycli-
cal behavior with respect to market demand: when
some products were scarce, everybody rushed to culti-
vate that crop, which led to a huge increase of the
offer in the next few years, causing prices to plummet,
and farmers were running in losses or into bankrupt-
cy. The process was fostered by the decreasing pur-
chasing power of the local population, aggravated by
inadequate imports of agricultural products.

Many markets of the developed world remained
closed, in spite of the trade liberalization. Many
developing countries remain totally noncompetitive
on world markets and also food dependent in certain
respects.

On the positive side, privatization led to an increase
of production in many crop sectors where production
capacities could have been increased easily, whereas
other sectors that needed larger, long-term investment
such as horticulture and livestock breeding, experi-
enced limited development. Therefore, there was an
increased output from certain products, easy to grow
on a large scale, whereas the more labor-intensive
products were in shortage, causing huge price fluctua-
tions. Inadequate government response to these mar-
ket realities had aggravated the situation by imposing
protectionism for the sake of a few bigger producers,
leaving prices increasing manifold in the short run.
State monopoly over fuel and energy prices also led
to cost-pushed inflation hitting the consumers, where-
as import arrangements and corrupt practices led to
market dumping, which destroyed certain producer
strata, causing shortage and price surge afterwards in
the respective product markets.
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Livestock investments are expected to be increas-
ingly economically attractive, more if they are diver-
sified and target not only meat and milk but also
other outputs such as traction and manure. As state-
owned cattle farms had disappeared, the high demand
for milk products involved smallholders in milk pro-
duction chains. These producers are mainly in remote
areas and at the mercy of the milk processor who pays
with undervalued prices, but smallholders cannot do
anything because they rely almost solely on this regu-
lar income. The creation of smallholders associations
for the organization of marketing, processing, and
distribution is hampered by the lack of mutual trust,
due to the experience of forced collectivization, the
vanishing social capital, and the lack of both capital
and adequate management.

Inadequate monetary policies of the governments
lead to overvalued local currencies for the sake of
stopping inflation. This, in turn, results in the loss
of export potential, also due to the conversion of
export earnings at unfavorable official exchange
rates that can be equivalent of up to a 100-300%
tax on livestock exports, thus this policy favourizes
smuggling.

The second variant of privatization was the distri-
bution of land between families, living in rural areas at
the moment of the reform. This variant was employed
in Albania, Armenia, Iran, China, and Vietnam.

During the 1990-1998 period, Albania’s economic
performance was especially good in agriculture;
its sectoral share has risen to 63% of the gross domes-
tic product, whereas its sectoral employment is the
highest in Europe at 59%, which shows a clearly
positive impact of privatization. Albania turned
from nonexistent private ownership to more than 1.8
million new land properties. Land was firstly assigned
free of charge for village residents of that time, where-
as local intelligentsia was entitled to land-use rights
only. Land was distributed proportionally, based on
a per capita allotment, according to the available land
in the village and the most recent local census. Priva-
tization produced clearly a land fragmentation, with
each family holding an average of four parcels, on
average 0.3 hectares, and usually not in a contiguous
plot. Some villages, especially in the north of the
country, refused to obey the laws, opting instead to
the restoration of property to its former owners
or their heirs. On former cooperative lands, thus
353,718 families have control over 439,139 hectares,
divided into 1.5 million parcels. Former owners are
also entitled to compensation of up to fifteen hectares
if restoration in-kind is impossible. ““Self-help” com-
pensation is also under way, especially in the coastal
and tourist areas, where eligible individuals build va-
cation homes, hindering future tourism development
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and causing environmental hazard. Many Albanians
invested their certificates of property/vouchers with
their other savings in privatized former state enter-
prises that had promised a high rate of return but did
not deliver. This had collapsed in 1996, followed by
violent civil unrest, and since the state had no
available cash to compensate the ex-owners and vou-
chers became worthless, the only available option was
the acceptance of alternative land. Initially, the
workers of the state farm enterprises were offered
only use rights for the sake of preserving this finest
land for foreign investment. This position was
abandoned later because of fears of massive layoffs
due to accompanying mechanization; thus, this cate-
gory of persons has received full ownership rights in
the end.

The forests are owned by the state, and use rights
of between 0.4 and 1.0 hectares per family are given
to the permanent residents of the village in order to
fulfill their needs for wood and other forest products.
Village land associations can hold larger areas of
forests and pastures for common use, thus 240,000
hectares of state-owned pastures have been left for
common use. These common use rights are not mar-
ketable. Similar co-ownership or communal owner-
ship exists also in Romania regarding a lot of
pasturelands and forests. The use of such shares can
be sold, but nothing can be carved out from the
common property.

This variant of privatization also was rejected in
Russia, because it inevitably entailed the dismantling
of collective and state farms and, subsequently, the
destruction of the accompanying agricultural and
social service infrastructure (workshops, garages,
fuel stations, livestock premises, canteens, schools,
medical centers, etc.) created during communism.

Agricultural land privatization, which began in
Georgia in 1992, was/is severely limited in size, enti-
tling domestic citizens initially to receive 0.75 hectares
of land in ownership, increased to maximum of 1.25
hectares in the lowlands and up to 5 hectares in the
highlands, resulting in more than 3 million parcels,
and to more than 1 million owners. Although a signif-
icant part of agricultural land has been privatized, the
majority of it is still owned by the state and is on lease,
whereas most of the pastures are not privatized yet.

The third variant was granting land property
shares to the peasants. Land was divided into unspec-
ified, conditional landshares distributed for free to the
members of collective and state farms. This variant
was chosen in Russia, although there was no consen-
sus in the society regarding the concept of agrarian
reforms, some arguing for further, deeper impact pri-
vatization; others for the socialization of land under
strict use control. Similar variants were employed in
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Moldavia and many ex-Soviet states. The final solu-
tion proved to be the free distribution of land and
non-land asset shares among employees and pen-
sioners of large-scale farms. It enabled anyone to
exchange his land share for a land parcel or to rent
its share to an agricultural enterprise, individual
farmer, or household. A land plot belonging to lessors
of one farm may remain in the joint share ownership
of the entity, not subject to the division in kind. These
shares are unspecified (conditional), given that a
corresponding plot cannot be demarcated on the
ground. They also are transferable and can be allotted
in case the owner wants to leave the large-scale farm.
The reform produced 40 million landowners, includ-
ing private legal entities, owning 7.6% of the territory,
which is still as large as one-third of the actual EU,
but the modest results show that main producers are
still non-market-oriented units and that the rural
population is not capable to adjust to the challenges
of the market economy.

The Russian program of land and property priva-
tization was obviously based on the principle of social
equity rather than economic efficiency. Thus, pen-
sioners and workers of social infrastructure entities,
located on the territories of agricultural enterprises,
also received land and property shares, although they
were apparently unable to cultivate the land. The size
of a property share of each worker or pensioner
depended on the length of his tenure and the amount
of his salary.

The ideology of farm restructuring was based on
the supposition that rural residents would use their
rights, rushing to establish private individual farms by
the millions and would quit collective and state farms
immediately. But unfortunately, this has not hap-
pened; only 5% of workers embarked on private ini-
tiative, whereas the majority of rural population
preferred to stay in the large-scale farms. Many of
them (15.2%) preferred to transfer their land and
property shares to the agricultural enterprises in
order to form their social capital, but most (42.5%)
have leased them to large farms.

But the process of privatization of agricultural
land in Russia is still far from being complete and
can be regarded as failed, as the main producers re-
main on the large-scale farms. However, with a falling
contribution to gross output 30.4%, preserved by the
inertia of farm workers wishing to keep their narrow-
skill occupation, it was a failed attempt to create a
civic society in the countryside. In 1993, experiment-
ing with the introduction of a Western-type farmer
creating the “Nizhny Novgorod” model did not give
the expected results, because of the shortage of local
peasant leaders who could take initiative. The re-
organization of most collective and state farms into



commercial societies was virtually nominal; people
avoided participating in it due to the threat of getting
passed shares of their enormous debt burden.
Restructuring became imminent as former kolkhozes
and sovkhozes were diminishing in size because of the
withdrawal of individual farmers from large-scale
farms with their plots, or due to their division.
Large-scale private farms are being established, trans-
forming former collective and state farms, but their
corporate governance remains weak, causing poor
economic performance.

In these managerial-controlled large farms, up to
30% of the marketed output is distributed to the
workers, who are also members of the cooperatives,
in the form of wages in kind, sales at reduced prices,
and collective subsidized consumption. This is obvi-
ously advantageous because the bulk of products
distributed in such a way are later marketed by house-
holds, saving marketing costs for the firm. By shifting
these costs to the employees, the overall costs for
the cooperative have, in fact, increased due to the
low efficiency of such marketing activity. However,
many farms also fail, their workforce decreasing dras-
tically as well as their cultivated land area and output.
The remaining employees would not be even willing
to guard the farm building, as soon as all livestock is
gone.

Family farms in Russia are represented by individ-
ual private farms and household farms. At the turn of
the century, there were more than a quarter of a
million individual private farms in Russia; the medi-
um size of such a farm is fifty-one hectares, with three
persons working on average. They concentrate on
cash crops, offering better lease conditions for the
pensioner shareholders and owning their machinery
in 95%, but the late starters suffer from the lack of
subsidies and cheap loans. Conflicting trends exist in
such farm development: while new farms are estab-
lished, some of the existing farms get liquidated, fol-
lowed by the transfer of their lands to other farmers
and collective enterprises, or the plots are simply
returned to the state. A recent trend was a decrease
in number from 280,000 to 270,000 and the
subsequent increase of their land areas from forty-
three to fifty-two hectares.

A part of the liquidated individual private farms is
transformed into household farms for tax-avoidance
purposes. Small households, although they possess on
average five hectares, provide an increasing part of
the general gross agricultural output, already exceed-
ing 50%. This process was favored by the households’
intent to run their own farms, as many had withdrawn
their plots from large-scale farms. However, they
often use allotted lands by the agricultural enter-
prises, as most of the small producers are also the
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employees of the firms. They use forages produced
by agricultural enterprises received as payment for
labor or rent, for livestock breeding, living in a sym-
biosis with the large-scale farms. The economic in-
stability and the growing unemployment make
subsidiary food production attractive to the urban
population as well. These households produce mainly
for closed-circle consumption as in the Soviet times
and supply food for family and relatives in urban
areas. Due to the low share of marketed output,
their income from this subsidiary production is not
significant.

The fourth variant provided for the transfer of
agricultural land in the ownership of legal entities
(agricultural enterprises), rather than to indivi-
duals. This variant of privatization also was used in
Moldavia, Ukraine, and other CIS countries except
Armenia. The long-lasting debates on whether the
land should be transferred free of charge or upon
the payment of a fee ended in a compromise: a part
of the land was transferred for free, while the rest was
sold, mainly through auctions.

Moldavia similarly did not use restitution but
distributed state property free of charge in exchange
for privatization bonds. Among those entitled to
equal, unspecified land shares were former employees,
local teachers, medical staff, and professional sol-
diers. By the end of 2000, 96.53% of the total amount
of agricultural land of this highly agricultural county
became privately owned—77% by agricultural enter-
prises (kolhozes, sovhozes, and consumer unions) and
23% by farmers.

Since privatization began in 1996, in Azerbaijan
24.4% of the land was privatized, resulting in 3.3
million landowners, while the number of collective
farms dropped from 2,005 to forty-one. The owners
could be only home citizens as in all of the transition
countries; their structure included present or former
employees and other persons in a similar scheme as
those used in Moldavia and Russia.

In Iran, following privatization, almost all of the
land is owner-operated, but uncertainties concerning
ownership and tenure matters make own-investment
uncertain. The country’s agricultural policy is based
on self-sufficiency; the liberalization of the agricul-
tural markets is not welcomed by either the producers
or the consumers. During the first land reform be-
tween 1962 and 1972, Iran granted property rights to
1.8 million peasants, working previously in tenure
and sharecropping systems on the rather feudal
farms, often organized in community-based producer
groupings (bonehs). Thus, smallholders became the
dominant stratum in the agricultural society, 83%
the farms having less than ten hectares. Capitalist-
type farming units also have developed, but 2 million
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landless laborers without cultivation rights started to
migrate to urban areas. To counteract this, in 1980
the Islamic revolution confiscated the wide latifundia
and redistributed them to some 230,000 such farmer
families. These farmers were allocated cultivation
rather than genuine property rights on holdings vary-
ing between one and fifteen hectares. The Islamic
principles of social justice, however, counteracted
the excessive expropriation of the ‘“koulak”-type
holdings. The government embarked also on massive
collectivization of around one hundred thousand
peasant holdings, in order to promote economies of
scale and efficient subsidizing channels, creating
some thirteen thousand medium-sized cooperatives
(moshaas), consisting of five to fifteen families each,
with an area ranging from twenty to sixty hectares.
These farms, however, do not function as their Soviet-
type counterparts—in about 80% of them, an effective
but informal division of land has actually taken place.

Although privatization in the 1990s in the former
Soviet bloc was a widespread policy option, hea-
vily agricultural African countries were reluctant to
step into a privatization “roller coaster,” fearing
widespread famine and chaos. In the former Soviet
Union and communist Europe, social justice princi-
ples prevailed that inhibited the reestablishment of
the old great land possessions, at least for the time
being, while in Latin America, privatization favored
concentration of land ownership.

When assessing the impact of agricultural privati-
zation on employment, we should bear in mind that
most of the developing countries have embarked on
forced industrialization, but this has sucked off most
of the labor force from the agricultural sector of
Central and Eastern Europe. The transition to market
economies and subsequent privatization leads to lay-
offs and unemployment, as state-owned companies
tended to overstaff workers (especially in nontechni-
cal areas), pay higher wages, and provide generous
benefits. The effect of privatization on employment
was very significant in the industrial sector; agricul-
ture was less affected as the change in ownership
structures preserved most of the original workforce
of the cooperatives and state farms, attracting also
many more redundant industrial laborers as they
became landholders. In Russia, large-scale farm em-
ployment has shrunk by 45%, while the number of
people involved in household production has dou-
bled. Thus, a new type of agricultural employment
has emerged: self-employed, individual farmers and
their hired workers.

Thus, the impact of privatization was the opposite
of the earlier communist nationalization, causing a
reflux of workers from urban areas to rural areas,
but at a much lower rate than the urban influx by
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the starting of industrialization. Thus, privatization
mostly increased the level of employment in agricul-
ture, as former communist transition countries lost
many industrial jobs, and the former town dwellers
returned to their native villages and subsistence farm-
ing to compensate for low state pensions. In Kenya,
privatization in the 1990s led to an unprecedented
concentration of land, which became the most
demanded commodity. Prices skyrocketed, and most
of the poor were forced to migrate into the shanty-
towns, in parallel with losing their (self) employment
in the countryside. The establishment of state land
allocation programs in Malaysia’s jungle areas, by
creating a network of young settler villages, has
increased employment opportunities in the state-
subsidized perennial crop farming. As the economy
evolved and offered alternative employment in the
services sector, this rural workforce declined, leading
to the immigration of cheap foreign labor, whose
availability presents no incentives for mechanization
and capital-intensive development.

Privatization reduces overstaffing, making compa-
nies more efficient, profitable, and attractive by re-
ducing the size of the labor force, replacing political
and social objectives with profit maximization, result-
ing in massive layoffs worldwide. Between 1990 and
2003, up to 80% of the Romanian workforce was laid
off in the industrial sector. Most of these workers
sought refuge in self-subsistence agriculture, because
the services sector could not absorb them fully. Thus,
agricultural self-employment rose to 47-53% of the
total workforce. Agricultural privatization through-
out Central and Eastern Europe has made important
shifts in the sectoral employment structure, leading to
higher unemployment mainly among professionals as
veterinary staff and engineers. Hiring such staff
becomes affordable over a certain farm size and reve-
nue only, while the average new holder was a small
farmer only. Privatization also has led to some sub-
sectoral shifts; for instance, from grain production to
livestock breeding and vice versa to increased compe-
tition on the almost perfect domestic markets. How-
ever, most of the small producers cannot fight the
great trading forces on the liberalized global markets.

LaszLo Kocsis

See also Agriculture: Impact of Globalization; Capital-
ist Economic Model; Communist Economic Model;
Free Market Economy; Private Property Rights; Pri-
vatization; Socialism; Socialist Economic Model;
State-Directed Economy
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AHIDJO, AHMADOU

Born in the Northern Cameroon city of Garoua on
August, 24, 1924, Ahmadou Babatoura Ahidjo
worked as a radio operator with the Post and Tele-
graph Services until embarking on a political career
in 1946, when he was elected a delegate to the first
Cameroon Representative Assembly (ARCAM).
In May 1957, he was appointed minister of interior
and vice prime minister in Cameroon’s first pre-
independence government, led by André-Marie Mbida.
When Mbida was forced to resign as prime minister in
February 1958, he was succeeded by Ahidjo. On Oc-
tober 1, 1961, Ahmadou Ahidjo became Cameroon’s
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first president after reunification between the former
French trust territory of Cameroon and the British
Southern Cameroons. From the beginning of his ad-
ministration, the new president faced the twin prob-
lem of severe domestic opposition from the radical
Union des Populations du Cameroun (UPC) and how
to maintain national unity and political stability, es-
pecially in light of Cameroon’s dual colonial heritage.
Although Ahidjo had effectively eradicated the UPC
threat by the mid-1960s—thanks to French military
and diplomatic support—he would spend the rest of
his presidency, obsessed with maintaining national
unity and political stability, with himself as the ulti-
mate authority in the country. In order to attain both
objectives, he pursued a three-pronged approach.
First, through the use of an elaborate patronage sys-
tem, he was able to co-opt many of his political
enemies into his administration. Second, he pursued
a course that would effectively eliminate all potential
challenges to his authority. For instance, on Septem-
ber 1, 1966, Cameroon became a de facto one-party
state with the creation of the Cameroon National
Union (CNU) as the only party in the country.
Ahidjo became head of state and chairman of the
only party in the country. Later in 1972, in a well-
orchestrated move by Ahidjo, the 1961 federal consti-
tution that had created the union between the British
Southern Cameroons, and the former French trustee-
ship in 1961 was abolished in favor of a unitary
constitution. That political decision effectively killed
the federation and eliminated any chances of seces-
sion by the minority English-speaking Cameroon.
According to Jean-Francois Bayart, the 1972 unitary
constitution was the logical crowning of the twin
process of harmonizing the administration of the
two federal states and the maximizing of presidential
power. Finally, in order to maintain the system that
he had created, Ahidjo instituted a vast network of
security apparatus that created an atmosphere of con-
stant fear and intimidation among Cameroonians.
Although Ahidjo’s greatest legacy was his ability
to maintain political stability in Cameroon during
a period when many African states were plagued
by civil wars and military coup d’états, he also is
credited with the careful and prudent management
of Cameroon’s economy, which culminated in a low
rate of inflation and an annual growth rate of 4%. In
the area of foreign policy, Ahidjo pursued a policy
that ensured peaceful coexistence with Cameroon’s
neighbors and was in accordance with the objectives
of several international and regional organizations of
which Cameroon was a member. On November 6,
1982, after more than two decades in office, Ahidjo
voluntarily resigned from power and handed over
the presidency to Paul Biya, his prime minister and
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constitutional successor. Shortly thereafter, a rift oc-
curred between the former president and his succes-
sor. On July 19, 1983, Ahidjo went on a self-imposed
exile to France. He eventually moved to Senegal,
where he died on November 30, 1989.

JosepH TAKOUGANG

See also Central Africa: History and Economic
Development
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ALBANIA

Albania is located in the southeastern region of
Europe, known as the Balkan peninsula. A country
of 28,748 square kilometers (11,100 square miles), it
borders Greece to the southeast, Macedonia to the
northeast, and Serbia and Montenegro to the north.
To the west and southwest, it borders the Adriatic
and Ionnian seas, respectively. Albania is predomi-
nantly a rugged mountainous country, except for a
narrow strip of coastal lowlands. Its average altitude
of 708 meters (2,323 feet) is twice the average altitude
of Europe. The climate of the country is Mediterra-
nean overall but varies considerably from one region
to another. The western lowlands tend to have hot
and dry summers and mild winters, while the northern
regions, under the influence of alpine air currents,
have greater amounts of rainfall and much colder
winters.

Historically, Albania has been the poorest country
in Europe over the past century. Prior to World War
I1, it was overwhelmingly rural (85%), with only a
handful of rudimentary industries. The country’s
pronounced backwardness resulted mostly from five
centuries of domination by the Ottoman Turks, plus
a legacy of semi-feudal social and cultural conditions.
At present, Albania’s economy, like those of former
East European communist countries, is experiencing
a difficult transition. Albania’s leaders, profiting
from heavy infusions of monetary aid from the inter-
national community, are struggling to develop the
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economy to the point where Albania will no longer
be classified as a ““‘third world country.”

A New Economic Policy

At the end of World War II, Albania came under the
rule of a communist government, headed by Enver
Hoxha. The economic policy of the new rulers was
straightforward: To transform Albania from a back-
ward agrarian society to an industrial-agrarian one.
Industrialization became the end goal, while central
planning and state management of the economy were
to be the means to that end. The new policy was
designed, among other things, to break the economic
hold on the country of the former ““ruling classes”—in
effect, to destroy the landed estate proprietors, the
clan chieftains, and the big merchants. The “class
struggle” thus became a tangible and permanent
component of the blueprint for development.

The government’s program for modernization of
Albania’s economy and society, called for a thor-
oughgoing transition from private enterprise and a
free market system to collectivism and a state-directed
economy and social order. Accordingly, the new lead-
ership proceeded to nationalize the wealth and
resources of the country, including industry and com-
merce, natural and mineral resources. In a major step
taken in 1945, a year after seizing power, the new
regime carried out an extensive agrarian reform,
which expropriated the estates of wealthy land owners
and distributed them among the peasants. Subsequent
steps to mechanize agriculture and make it more
productive led finally to its complete collectivization
in 1967. As a result, peasant farmers lost control and
title to the lands that were given to them earlier.
Agricultural holdings now became, in effect, the prop-
erty of “the state.” The peasants resisted in vain the
government’s program of collectivization.

Nonetheless, the agricultural economy in post-
war Albania made progress in some respects. Land
reclamation projects converted thousands of acres
of malaria-infested swamps into arable land, and
mechanization of agriculture led to higher productivity.

Drive for Industrialization

While proceeding with Agrarian Reform measures,
socialist Albania took steps to develop the country’s
meager industry. Beginning in 1951, development was
carried out in accordance with Five-Year Plans, a
scheme adopted from the Soviet Union. In the course



of several decades (1945-1990), Albania managed
to change significantly the nature and scope of its
industry. With the vast amounts of aid it received,
first from the Soviet Union (1948-1960) and later
from Communist China (1961-1978), Albania was
able to build a fledging industry. Postwar Albania
traded political loyalty to the communist giants in
return for aid and credits with which to build a
viable, self-sufficient economy. Utilizing these exter-
nal sources of aid, the Stalinist regime of Albania
built factories, housing, power plants, and a railroad
network; expanded road and communication systems;
and achieved a more balanced export-import trade.

Nevertheless, the country did not become econo-
mically self-sufficient, primarily on account of the ri-
gidity of its centrally directed economic system. The
Hoxha regime was plagued by a bloated bureaucracy,
worker absenteeism, and numerous acts of sabotage
by disaffected workers and other citizens.

Social and Cultural Initiatives

Despite these problems, the regime made headway
in developing various aspects of Albanian society.
The drive for the “emancipation of women” made
Albanian women equal to men before the law,
brought them out of the confines of their homes,
and enabled them to participate in all areas of society.

In the realm of social services, the government
provided free medical care to the population, as
well as free education. Diseases that were widespread
before the war, such as malaria, trachoma, and
tuberculosis, were ecradicated. Likewise, illiteracy,
which before the war afflicted 80% of the population,
was abolished, except among the older generation.

Socialist Albania succeeded also in transforming
the cultural image of the nation. It founded the first
university (University of Tirana) in the country and
built a substantial network of cultural institu-
tions, including libraries, an Academy of Sciences,
museums, a film studio, an opera and ballet theater,
and symphonic orchestras.

In sum, the regime laid the foundations of a mod-
ern state, but at the price of suppressing the political
and human rights of the Albanian people. The
endemic weaknesses of the regime led finally to its
collapse in 1990.

In the 1990s, Albania moved haltingly toward
development under a democratic form of government.
A modest number of foreign entrepreneurs began
to invest in the country’s industry, communication
facilities, and the service sector. The introduction
of high-tech equipment and products signaled that
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Albania had entered the era of advanced technology.
But the picture of the economy as a whole remained
bleak, prompting tens of thousands of people to
migrate. On the threshold of the twenty-first
century, Albania continued to struggle, as it sought
to adapt the free market system to its particular
conditions.

PeTER R. PRIFTI
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ALGERIA

The Democratic and Popular Republic of Algeria is
the second largest country in Africa (919,600 square
miles), but 90% of its land is barren desert. Most
Algerians live in the well-watered northern coastal
plains and foothills (the “Tell””) where a Mediterra-
nean climate with mild winters prevails. This region
includes productive orchards and vineyards, but its
cities are subject to violent earthquakes. Two ranges
of the Atlas Mountains and an intermountain plateau
separate the Tell from the Saharan south, where vast
dune fields are broken by mountain massifs. Except
for a few oasis towns, the south is populated only by
desert nomads. There are rich oil and natural gas
fields here, however.

The Algerian population stood at 32.3 million
in 2004. The rate of natural increase is low for a
Muslim country, reflecting some success for the gov-
ernment’s family planning program. An estimated
99% of Algerians are Sunni Muslim, but in the vil-
lages, an undercurrent of pre-Islamic mysticism
endures. Arabic, the national language, is understood
everywhere, but Berber speakers of the Kabylie
region struggle for linguistic equality.
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Algeria’s indigenous Berber tribes absorbed cultur-
al influences from a long list of invaders includ-
ing Phoenicians, Romans, Vandals, and Byzantine
emperors. A more sweeping transformation was
brought by Arab invaders who implanted their lan-
guage and religion. The Berbers became partially
Arabized and created their own brilliant dynasties.
In the 16th century, when Spain focused its superior
maritime power on the North African coast, local
Muslims appealed to the Turkish sultan for protec-
tion, and Algeria became a self-governing outpost of
the Ottoman Empire.

Piracy along the Barbary coast was a constant
irritation to western powers. France landed thirty-
seven thousand troops in June 1830. French land
confiscations sparked resistance—a jihad led by Abd
al-Qadir was suppressed by 1847, but insurgency in
the Kabylie Mountains continued into the 1870s.
Algeria was opened to European settlers who were
invited to occupy the best farmland, including 1.5
million acres in Kabylia. In time, the settlers came
to dominate politics in Algiers.

Some Muslims learned French and worked within
the new system, but they could not become French
citizens unless they renounced Islamic law. This and
other humiliations fed a growing discontent, yet
twenty-five thousand Muslims died defending France
in World War I. A cautious nationalist movement
made little headway between the wars, but British
and American troops, who landed in Algeria in
1942, brought with them new opportunities.

Communal violence erupted in Algeria in May
1945. About one hundred Europeans were killed, and
perhaps twenty times as many Muslims. Nationalist
guerrillas led by Ahmed Ben Bella launched their
revolution in November 1954 under the name of the
Front de Libération Nationale (FLN). The Algerian
war for independence (1954-1962) was extraordinarily
brutal. A French army of five hundred thousand men
fought the FLN’s Armée de Libération Nationale
(ALN) in the countryside. Many villages were destroy-
ed under the doctrine of collective punishment, gener-
ating a flood of refugees into the cities. Among them
were terrorists who knew how to provoke the French
into indiscriminate retaliation, which generated more
recruits for the revolutionaries.

The European settler community, over a million
strong, feared a ‘‘sellout” by French President
Charles de Gaulle and formed the Organisation
Armée Secrete (OAS),which answered terror with ter-
ror. De Gaulle concluded that the old order could not
be reinstated and negotiated the best settlement he
could: the Evian Accords of March 1962 provided
independence for Algeria, protection for French
settlers, and continued operation of French oil and
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natural gas concessions in the Sahara. Approximately
seventeen thousand French troops had lost their lives
in the war. Estimates of the Algerian death toll range
from 150,000 to one million. Almost all remaining
French citizens soon left Algeria.

Ahmed Ben Bella was elected the first premier of
independent Algeria in September 1962. Ben Bella’s
vocal support for movements of national liberation
everywhere created distrust among the conservative
powers, while his pursuit of socialism in Algeria an-
gered elements in his own army who believed socialism
to be un-Islamic. Soviet economic advisors recom-
mended that Algeria concentrate on developing heavy
industry. However, the results were disappointing, and
unemployment grew.

Algeria was founded as a one-party state in which
the FLN dominated the executive, legislative, and
judicial branches, but suspicion of Ben Bella sim-
mered within the army. On June 19, 1965, Col.
Houari Boumédienne overthrew Ben Bella and kept
him under house arrest for the next fifteen years.
Boumédienne nationalized the French oil industry
and reformed landholding patterns. Boumédienne
died in office in 1978 and was replaced by Col. Chadli
Benjedid, who pardoned Ben Bella. During the 1980s,
Algeria’s underperforming domestic economy was
supplemented by foreign exchange earned by natural
gas exports through a new trans-Mediterranean pipe-
line. As the Soviet Union and China modified their
socialist economies, Algeria did so, too.

In 1989, Algeria held multiparty elections for
the first time. A new party, the Islamic Salvation
Front (Front Islamique du Salut, or FIS), swept
local elections in 1990 and legislative elections in
1991. The Algerian army declared a state of siege,
canceled elections, and replaced President Benjedid
with Mohammed Boudiaf. FIS supporters formed
an Islamic Salvation Army (Armée Islamique du
Salut, or AIS) and launched a war of merciless night-
time violence. The government jailed more than fifty
thousand FIS supporters. Often it was unclear wheth-
er the AIS or the army were responsible for cutting
the throats of the entire populations of rural villages.
An even more radical band, the Group Islamique
Armeée (GIA), was composed of former Algerian mu-
Jjahideen who had fought in Afghanistan.

In 1999, Abdelaziz Bouteflika was elected president
by the usual overwhelming margin. Bouteflika pur-
sued a policy of “Civil Concord” under which FIS
fighters lay down their arms in return for amnesty.
The GIA fought on, as did the Salafist Group for
Call and Combat, which is thought to cooperate
with al-Qaeda, but both groups are marginalized.

President Bouteflika was elected to a second term
in April 2004 with 85% of the vote. Certain basic



political questions remain unanswered, including the
balance between civilian and military control and the
question of what concessions to make to Berber sub-
nationalism. Algeria benefits from high prices for oil
and natural gas, which account for more than 90% of
Algeria’s export earnings, but the agricultural sector
lags behind and there is a desperate housing shortage
in Algerian cities. Environmental challenges include
deforestation, soil erosion, and water pollution from
petroleum refining.

In its foreign policy, Algeria pursues a long-
running dispute with Morocco over the status of the
former Spanish Sahara, but it gives first priority to
cooperating with the West in the war against Islamic
extremists, who would like someday to overthrow the
secular government in Algiers.

Ross MARLAY AND LEsLEY J. PrurtT
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ALL-AFRICAN PEOPLE’S
CONFERENCE (AAPC)

On December 5-13, 1958, representatives of nation-
alist movements in twenty-eight African territories
met in Accra, Ghana, at the call of Kwame Nkrumah.
The All-African People’s Conference (AAPC) cele-
brated past achievements and anticipated future suc-
cess in wrenching control of Africa from the hands of
European imperialists. The urge that sustained the
Pan-African movement in the mid-twentieth century
had begun with resistance to European conquests in
the eighteenth and nineteenth centuries. It evolved
from an international struggle led by African Diaspora
leaders Marcus Garvey and W. E. B. DuBois in the late
nineteenth century. A 1915 rebellion in Nyasaland,
led by John Chilembwe, indicated Africa aspirations.

Those attending the AAPC came from Ghana,
Liberia, Egypt, Tunisia, Libya, Sudan, Morocco, and
Ethiopia. Conveners omitted South Africa, and no
other representatives of Southern African colonies
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attended. Nkrumah saw only African-ruled nations
as independent, but some nationalist leaders in colo-
nial territories were present. The AAPC viewed Africa
as a whole, without a Saharan division. Immediately
after the meeting, many British, French, and Belgian
colonies began to gain independence. Was this due
to African leaders, such as the Congo’s Patrice
Lamumba, meeting to discuss strategy? By 1960,
when the AAPC met in Addis Ababa, there were five
new members: Algeria, Cameroon, Guinea, Nigeria,
and Somalia. Togo and Congo (Leopoldville) were
invited but did not come. The AAPC met again in
Tunis (1960) and Cairo (1961). After that, the Pan-
African idea began to dissipate as new African nations
found it difficult to form federations and disagreed
with Nkrumah and Senegal’s Sékou Touré on whether
to become independent of the West and associate as
neutrals with communist states. They also disagreed
on social reform and centralized economic planning.

In the 1890s, African political associations had
begun to form. In 1918, a West African National
Congress convened. In the 1930s, French Africans
formed political associations, but not until 1947 did
four communes in Senegal acquire French citizenship.
Nationalist leaders in French colonies included
Leopold Senghor and Fodebo Keita. J. B. Danquah
led nationalists in the British Gold Coast colony for
which he chose the name Ghana. African intellectuals
had contact with European and American universities
that turned their thinking toward socialism in
post-World War I years. An American Negro self-
consciousness ideology was growing in the National
Association for the Advancement of Colored
People, led by W. E. B. DuBois, who called a series
of Pan-African conferences. A Manchester Confer-
ence in 1945 that included George Padmore, Kwame
Nkrumah, and Jomo Kenyatta, began to forge new
concepts of the African personality. After World War
II, a new day dawned in Africa. The emphasis on
freedom in the Atlantic Charter, United Nations,
and independence struggles in Asia brought hope to
African nationalists. In the late 1940s, Asian nations
gained independence from Japanese and then Euro-
pean control. India, Pakistan, Burma, Indonesia, and
Indo-China showed Africans how to remove the
British, Dutch, and French and form alliances with
American or communist nations to support their
economic and political aspirations.

The first African move toward independence oc-
curred in the British Gold Coast colony. Africans had
fought with British forces in World War II and were
profiting from increased trade for tropical goods. But
when they failed to produce a better life by 1948, they
boycotted European goods and rioted in major
towns. In 1947, Danquah and fellow nationalists
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had come home from England with a radical nation-
alist, Kwame Nkrumah, and a British commission
reported African frustration and proposed a new
constitution to replace one they had negotiated in
1946, when Britain granted Africans a majority in
the legislative council. The commission recommended
rapid moves toward “‘responsible government.” In
1949, the governor appointed an all-African commit-
tee to devise a new constitution. Nkrumah would
accept nothing less than “‘self-government now” and
was jailed for sedition. Nonetheless, his Convention
People’s Party overwhelmingly won the first election
under the 1951 constitution. Governor Sir Charles
Arden-Clarke released him from jail, and his party
took major posts in the new government. In 1957,
Ghana became the first African state and Britain’s
first African colony to gain independence. Other
West African colonies followed: Nigeria (1960), Sierra
Leone (1961), and Gambia (1965).

In French West Africa, under a 1958 initiative by
the new Charles DeGaulle regime, all colonies except
Senegal voted for autonomy as republics within a
“French Community” that would deal with foreign
policy, defense, and several other matters. Guinea,
under Sékou Touré’s Bloc Populaire Senegalais,
voted for complete independence and joined in a fed-
eration with Mali in 1959. That year, Senegal, Mali,
and French Sudan requested independence within
the French community. In 1960, French colonies in
West and Equatorial Africa (Ivory Coast, Niger,
Dahomey, and Haute Volta), in spite of their small
size and dependency on France, became independent
outside the French Community. France withdrew
administrators from Guinea, as well as economic as-
sistance. The communist bloc in Eastern Europe and
Asia became French Africa’s new philanthropist.

At the AAPC in 1958, Nkrumah’s goal was to form
a Pan-African union in the form of a permanent orga-
nization to assist nationalists in all colonized terri-
tories. Britain and France moved in this direction,
but British colonies of Southern Rhodesia and South
Africa were ruled by white settler minority regimes.
Julius Nyerere led Tanganyika; Britain’s first East
African colony to gain independence (1961) through
interracial cooperation was a new model for a nego-
tiated settlement. Uganda (1962) and Kenya (1963)
followed, with hope to form a three-nation federation
that might include Malawi and Zambia. But like West
Africa, desire to federate went unfulfilled, apart from
Zanzibar joining Tanganyika to form Tanzania after
the overthrow of the sultan. But independence of
Britain’s East African colonies provided a base from
which Southern African guerilla armies of Robert
Mugabe’s and Joshua Nkomo’s Patriotic Front in
Rhodesia could operate in the 1970s, and Nelson
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Mandela’s South African National Party could use in
the 1980s to win majority rule in 1994.

Much of this success was due to ties formed be-
tween African leaders at the AAPC in 1958. But
Nkrumah'’s yearning for an African federation failed.
But not all was lost. Mugabe had spent time in
Nkrumah’s Ghana as a teacher and had married a
Ghanian political activist. Zimbabwe and South
Africa independence fighters depended on African
nations in the United Nations, on East Africa’s front-
line nations, and on black civil rights allies in the
United States. They also appealed to North and
South American and to European sympathizers, the
World Council of Churches, and Eastern European
communist nations to support their cause. The All-
African People’s Conference was not so important
for decisions it made as for the fact that it brought
African leaders together to discuss their dreams of
how they would accomplish them.

NormaN H. MURDOCH
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ALLENDE GOSSENS, SALVADOR

Born June 26, 1908. Before entering a political career,
Allende was trained as a medical doctor. He entered
the Escuela de Medicina de la Universidad de Chile in
1926, became a leader among the Student Federation,
or Federacion Estudiantes de Chile (FECH), and
experienced first-hand the repression of the Ibafiez
del Campo dictatorship (1929-1931). Together with
Eugenio Matte, Oscar Schnake, and the enigmatic
Col. Marmaduke Grove (leader of the thirteen-day
Socialist Republic of June 1932), Allende went on to
organize a new political party that became one of
Chile’s most influential and powerful—the Socialist
Party of Chile.

Running for the Socialist Party, Allende was elected
Representative and entered Congress for the first time
in 1937 at the age of twenty-nine. Active as campaign
director in what was then the province of Valparaiso,
Allende solidified his reputation as a talented and
skillful politician, and it is generally considered that



his campaign efforts on behalf of the Popular Front—
a coalition of the Socialist, Communist, Democratic,
and Radical parties, plus the new Confederation of
Chilean workers—were crucial in getting Pedro
Aguirre Cerda (Radical Party) elected president in
1938. This was a landmark election because it marked
the beginning of the Left’s ability to participate in, as
well as successfully compete in, the political struggle
for power. Allende was rewarded the Ministry of
Health in the Aguirre Cerda government.

In 1945, Allende was elected senator. During this
tenure, Allende became vice president of the Senate, a
position he held until 1950. In 1953, Allende was re-
elected, representing Antofagasta, a northern province
with a strong working-class electorate. In 1969, Allende
began his fourth and final term. As senator, Allende
authored, or co-authored, a number of laws that led
to the creation of important institutions, as well as
major welfare benefits, including the Medical College,
Family and Pregnancy Assistance, and social security
benefits for workers, peasants, widows, and orphans.

In part as result of the Socialist Party’s decision
to support the 1952 presidential candidate Ibafiez
del Campo, Allende and others left the party in
protest and created the Frente del Pueblo. That year,
Allende became the party’s presidential candidate.
This was the first time Allende ran for president, and
he repeated his bid in all subsequent presiden-
tial elections (1958 and 1964) until finally, in 1970,
he won, representing a united Socialist Party and
the Popular Unity coalition, the latter composed
primarily of the Socialist and Communist Party. In
1957, Allende was nominated presidential candidate
for a second time, supported by the newly created
Popular Action Front (FRAP). He lost to Conserva-
tive and Liberal Party candidate Jorge Alessandri, son
of Arturo Alessandri (president from 1920 to 1924).
The candidate of the newly formed Christian Demo-
cratic Party was Eduardo Frei. Alessandri’s victory
was narrow, obtaining only 31.6%, compared with
Allende’s 28.9% and Frei’s 20.7%. In 1964, Allende
lost a third time, though he was able to increase his
vote to 39%. The Christian Democrat Frei won the
election with an absolute majority (56%). The 1970
election was one of the closest ever, and Allende barely
won, receiving 36.3%, against Alessandri’s 34.9%
and the Christian Democrat’s candidate Tomic, who
received 27.8%. The narrow victory necessitated Con-
gressional confirmation. Allende’s (and the Popular
Unity’s) inability to obtain a solid majority, best exem-
plified by the strong Center and Right majority oppo-
sition in Congress, made it impossible from the
beginning to install Socialism via democratic means
and continued to be a major stumbling bloc for
Allende’s “Chilean Road to Socialism.”
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Allende’s dreams of a Socialist Chile were already
present in the 1952 presidential race, in which he pro-
posed an agrarian reform, as well as the nationaliza-
tion of Chile’s copper. It is an irony of history that it
was not the Socialist Allende but the Christian Demo-
crat Frei who not only started an agrarian reform but
also began to give the Chilean state part ownership in
the copper companies. This approach to nationaliza-
tion became known as the “Chileanization.” The Left,
and particularly Allende and his Socialist Party, were
opposed to Frei’s “Revolution in Liberty.”

Once in power, Allende and the Popular Unity
were determined to bring socialism to Chile quickly.
Most importantly, copper companies were nationa-
lized, with unanimous Congressional support. In ad-
dition, coal and steel companies and many banks
were nationalized. Frei’s land reform was expanded,
and Allende promised land to more peasants. The
Allende government froze prices and raised wages.
By 1972, it became increasingly obvious that the gov-
ernment’s economic policies had run into a crisis.
Inflation reached 150%, low copper prices depressed
export earnings, foreign exchange reserves ran out by
early 1973, and United States-led efforts to block
Chile from obtaining international credit added to
the economic crisis.

Opposition to the Allende government was fierce,
coming from both opposition parties as well as impor-
tant social sectors such as domestic entrepreneurs
whose companies were expropriated. Led by the Chris-
tian Democratic Party, Congress often attempted to
impeach cabinet ministers or moved to declare
Allende’s attempts at further socializing the economy
unconstitutional. Allende also faced opposition from
within the Popular Unity coalition. Particularly the
more radical wing of the Socialist Party (for example,
Altamirano) or extreme left-wing groups such as the
Movement of the Revolutionary Left, of Movimiento
de Itqueierda Revolucionario (MIR) increasingly push-
ed Allende to move more quickly towards Socialism.
The Communist Party often supported Allende’s mod-
erate position, favoring the more difficult Congressio-
nal road. Therefore, internal divisions over the pace
and scope of Socialism proved to be just as harmful
to Allende’s Popular Unity government as unyield-
ing congressional opposition. Moreover, workers and
unions of the recently nationalized State Ownership
Area (APS) were increasingly difficult to control (for
example, illegal strikes), and illegal seizures of private
property by peasants and workers put Allende on the
defensive. The truck owners’ strikes in October 1972
and July 1973, and copper workers’ strike in April of
the same year contributed to the ongoing economic
and political crisis. The March 1973 congressional
elections added to the confusion, as neither Allende’s
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Popular Unity nor the opposition landed any clear
victory. The Left vote increased slightly—enough to
prevent the opposition from obtaining the two-thirds
majority required for presidential impeachment, but
not enough to give the government a majority in Con-
gress. Through all this, Allende attempted to keep
control and maintain governability. He changed his
cabinet fifty-six times, and toward the end he brought
in military officers. His attempt at amending the Con-
stitution was blocked by Congress in 1972, and the
military coup of September 11, 1973, came just days
before his call for a national plebiscite over the future
course of the country.

Although opinions over Allende’s legacy remain
deeply divided, the fact remains that his was the first
democratically elected Socialist government anywhere
in the world. It is not clear whether he committed
suicide or whether he was killed by Pinochet’s soldiers,
who attacked the presidential palace La Moneda on
September 11, 1973.

VOLKER FRANK
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ALLIANCE FOR PROGRESS

Historical Context

Following World War II, the United States offered
many European governments aid to rebuild their
economies and to modernize their industrial sectors.
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This program, known as the Marshall Plan, helped
states to ease the social and economic dislocations of
the war’s devastation and sweeping post-war change.
Washington reasoned that ensuring minimum stan-
dards of living would keep domestic Communist
parties out of government in Europe and ensure that
pro-US regimes held on to power. Many Latin Ameri-
can leaders protested that they too deserved such at-
tention from the United States, given their many
military and economic contributions to the Allied war
effort. However, Europe and Asia monopolized US
attentions because of the incipient communist threat
that Washington saw there. The Western hemisphere’s
seeming political stability gave it lower priority than
regions that the United States considered threatened
by communism (although the United States did open
the School of the Americas in Panama, in 1946, to train
Latin American military and civilian officers).

Compounding Latin Americans’ unhappiness with
a lack of economic support, when the United States
did act, many saw its tactics as unwarranted interfer-
ence in the affairs of sovereign states. As well, Latin
Americans frequently characterized the United States
as indifferent to their interests and solely focused on
US political and business concerns. For example,
following land appropriations in Guatemala that
affected holdings of the US-based United Fruit Com-
pany, through the Central Intelligence Agency,
Washington encouraged the 1954 ouster of President
Jacobo Arbenz Guzman, that state’s democratically
elected leader. One demonstration of deteriorating
hemispheric relations came in 1958, when an angry
mob in Caracas, Venezuela, attacked the car in which
Vice President Richard M. Nixon traveled during a
goodwill tour of Latin America. Violent anti-US
demonstrations in Venezuela, Panama, and elsewhere
showed increasing ill will toward the “colossus from
the North.” Thus, the issue of “what to do about
Latin America” became a campaign issue in the
1960 presidential contest between Nixon and his chal-
lenger, John F. Kennedy.

Upsetting Washington’s assumption that strong-
man regimes in Latin America would keep it free
from communism, in 1959, Fidel Castro and his
followers overthrew the dictatorship of Sergeant
Fulgencio Batista y Zaldivar in Cuba. After a brief
period of support for the new regime, relations be-
tween the United States and Castro’s government
soured. Weeks before President Kennedy took office,
the United States broke off diplomatic relations.
These events, together with growing violence asso-
ciated with efforts to return exiled leftist leader Juan
Domingo Peron of Argentina to power, forced
Washington to turn its attention and resources to
the Western hemisphere.



With the Alliance for Progress Kennedy offered
a fresh vision, with positive incentives for Latin
American states to grow while allocating the benefits
widely, through improved literacy, health, education,
and productivity, as well as broad redistribution of
agricultural holdings. Walt Rostow, head of the State
Department’s Policy Planning Staff, and other mod-
ernization theorists greatly influenced the new presi-
dent’s thinking. Rostow promoted fighting the Cold
War by encouraging state-directed economic progress
in “underdeveloped” states. Modernization theorists,
who dominated the development debate, advanced
the notion that building the proper toolkit—certain
values and institutional structures—*‘fixed”’ states and
allowed them to develop. Thus, Kennedy offered help
for states to advance and to develop the “correct tools”
to encourage progress and to prevent communism
from gaining a foothold. He offered a peaceful revo-
lution of economic, social, and political development
as an antidote to Castro-style revolution.

The President noted in his introduction of the 1961
Foreign Assistance Act, which restructured the coun-
try’s foreign aid administration, that current programs
were not suited to meeting the needs of the United
States or the recipient states. Kennedy underlined the
serious—*‘disastrous”’—consequences that economic
collapse of affected states would have for US security,
and remarked that industrialized states now had a
significant opportunity to help less developed states.
His Alliance for Progress proposal also served to
counterbalance the debacle of the invasion of Cuba
at the Bay of Pigs, which, given US planning and
funding, severely strained relations in the hemisphere.
By making such a visible offer of help to Latin Ameri-
ca, Kennedy hoped to reestablish good relations be-
tween the United States and its neighbors, while the
program also built a middle class sector strong enough
to thwart any revolutionary movement.

In August 1961, the Organization of American
States’ (OAS) Inter-American Economic and Social
Council met in Punta del Este (Uruguay). The group
drafted a charter for the Alliance for Progress
(Alianza para el Progreso). The result, the Charter of
Punta del Este, brought together President Kennedy’s
ideas with those articulated by Brazilian President
Juscelino Kubitschek in his “Operation Pan Ameri-
ca.” It sought a plan to bring faster and more evenly
distributed economic growth to the states of the
Western Hemisphere.

The Program

The United States, together with nineteen Latin
American states, signed the original treaty, which
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made a ten-year commitment. In 1965, they agreed
to indefinite extension. By its signature, the United
States promised aid and loan guarantees to help to
generate additional investment capital for Latin
American projects. Other signatory states promised
to make reforms, particularly to their tax codes and
land-holding regulations, in exchange for an infusion
of new funding.

Among the challenges Kennedy sought to meet
through the Alliance were moving Latin American
states to long-term economic planning and more
balanced economic production. Further, through the
program, he hoped to encourage greater economic
integration in Latin America and to find a solution
to the price swings that plagued the commodity mar-
kets, especially that of coffee, one of the region’s
largest exports. Fiscal goals included price stability
and prevention of sharp exchange rate fluctuations,
to remove the uncertainty that discouraged exports
and reduced foreign investment in Latin America.

Quoting the Charter, these factors should translate
into “‘substantial and sustained growth of per capita
income” of no less than 2.5 % per year. This, together
with “a more equitable distribution of national
income” and ‘“‘comprehensive agrarian reform” to
enact an ‘“‘equitable system of land tenure,” would
allow states to increase education to allow “as a
minimum, access to six years of primary education”
for all children. Further, it would allow states to
increase availability of low cost housing, and to
deliver more services in urban, as well as rural,
areas. All of these improvements, then, could help
the achievement of another goal: “[t]o increase life
expectancy at birth by a minimum of five years.” At
the urging of public and private officials in the United
States, the US administering agency, in 1965, also
named population control a “priority area.”

Kennedy promised scientific and technical cooper-
ation, emergency food aid, and to help to “rational-
ize”” and reduce military spending by Latin American
states (which he considered wasteful, as their forces
could not stop any Soviet military challenge.) He also
sought greater cultural cooperation; this was the
Latin American states’ opportunity to send “aid” in
the other direction, teaching those in the United
States about the rich and varied cultures to the south.

Kennedy pledged $20 billion in assistance, in the
form of grants and loans. To initiate the Alliance, he
asked Congress for an initial grant of $500 million in
May 1961. In addition, he placed responsibility for
the program with the newly formed Agency for Inter-
national Development (USAID). To match the US
monetary commitment, Kennedy called on other par-
ticipants to provide an additional $80 billion invest-
ment (for a total of $100 billion in new capital for
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development.) At the same time, he noted that few
Latin American citizens enjoyed full political freedom
and thus, that political reforms must advance. As
well, Kennedy urged Latin American governments
to enact social reforms to set aside outdated tax
structures and to put in place new land tenure
arrangements. Both reforms would distribute the
benefits of economic growth more broadly.

Two years after its announcement, however, the
Alliance had not achieved what Kennedy had
hoped. Further, it remained a US-led project, rather
than a broadly cooperative one. Kennedy considered
creating a high-ranking Undersecretary of State
for InterAmerican Affairs to signal the program’s
importance, but his 1963 assassination mooted that
change.

Following Kennedy’s death, Vice President
Lyndon B. Johnson assumed the presidency. Many
characterize the Alliance as moving from a more
“idealist” to a more “realist” phase with Johnson’s
inauguration, although others note that Kennedy’s
failure to react against right-wing coups in the region
already had signaled the death (or absence) of his
stated ideals. In either case, the reformers Kennedy
initially put in power took a backseat to others
who focused on growing Communist insurgencies.
Thus, they privileged military aid to regimes support-
ive of US goals of preventing Communism and stopp-
ing anti-US activities, over development funding.
Further, US backing of regimes that suppressed
internal political opposition, often using Alliance
resources for training police and military officers,
tainted the Alliance for Progress in the eyes of many.

Assessment

From the start, Alliance goals were ambitious and,
ultimately, incompatible: moving from monocultural
agriculture to diversification of production, land re-
form that spread ownership, education of populations,
particularly in the hard sciences so that all could take
advantage of the advances that technology promised,
and the spread of democracy and citizen participation.
However, the Alliance relied on the same elites who
governed, owned land and other means of production,
to redistribute wealth and power. Further, while press-
ing for economic diversification, the United States also
wanted protection of its citizens’ investments in Latin
America. US firms not only owned disproportionate
swathes of land but often, they also practiced mono-
cultural cultivation for export. US interests operating
in Alliance states, together with Latin American
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political and economic elites, often found common
cause in thwarting implementation of Alliance
reforms. Land redistribution and political opening
meant sharing wealth and power, and these resources
had to come from those already in control. Thus, the
program failed.

The Alliance never reached the lofty goals outlined
by Kennedy and others. According to the US State
Department web site, only 2% of total Latin America
economic growth in the 1960s is attributable to the
Alliance. Perhaps more chillingly, the Alliance did not
prevent, some argued that it encouraged, the series of
military coups that overtook many states of the
region. These regimes delayed democratization and
brutally suppressed political dissent for the next
decade. Finally, the program did little to better
relations between the United States and its neighbors
in the region.

Clearly, the optimistic plans of modernization the-
orists—simple application of the proper tools would
“fix” underdeveloped states—overreached. Even
where the policies worked (for example, greater com-
modity price stability in the 1960s) increasing popula-
tion size and continued skewed distribution of gains
meant little or no reduction in poverty. Further, as the
Cuban “threat” faded, as the US citizenry divided
over military involvement in Indochina, and as the
US executives became embroiled in scandal, the US
government’s interest in trying to effect political
and economic changes in Latin America waned.
Equally, these experiences shook the confidence and
optimism of those who thought the country United
States could make a difference. Not until President
Jimmy Carter’s election in 1976 did the United States
again commit to effecting positive change in Latin
America, rather than simply seek suppression of anti-
US groups. By the 1970s, as well, modernization the-
orists had lost ground to such dependency theorists as
Andre Gunder Frank. Many of these theorists were
Latin Americanists who argued that international cap-
italist relations, rather than leading to development,
stripped states of resources, leaving them less rather
than more developed. Thus, belief that aid for the
purposes outlined in the Alliance’s charter could help
declined in many circles.

In 1973, acknowledging the program’s failure, the
OAS disbanded the committee that administered
it. One part of the Alliance, however, transferred
to the private sector, continues today. Partners of the
Americas grew out of “people-to-people” exchanges
and joint development programs that allowed par-
ticipation by private actors in Latin America and the
United States. In 1970, the USAID moved these hemi-
spheric “partnerships” to the private realm, although
USAID, along with other government agencies,



continues to fund development projects performed by
Partners of the Americas teams.
JANET ADAMSKI
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ALL-INDIA MUSLIM LEAGUE (AIML)
The All-India Muslim League (AIML) was founded
on December 30, 1906, at Dacca, Bengal, India (now
Dhaka, Bangladesh), in response to the creation of the
All-India National Congress (INC) in 1885, the efforts
of Nawab Viqar ul-Mulk (1841-1917), who had been
attempting since 1901 to set up a political organiza-
tion for Muslims, and to the urging of the British
Viceroy, Lord Minto (1845-1914), who wanted a
moderate Muslim party to counterbalance the increas-
ingly radical Congress. Above all, Muslims wanted to
make sure that their views were heard when the British
introduced new constitutional reforms. A branch of
the League was established in London in 1908.
During the first three decades of its existence, the
AIML was mostly a moribund organization, with its
members assembling annually at the end of the year
wherever the Khilafat Movement or the INC was
meeting to debate the issues of the day. Few of its
followers bothered to pay annual dues, and most of
its members and officials also were members of other
political parties. From 1906 until 1910, the party’s
central office remained at Aligarh. It then moved to
Lucknow, and the party was maintained through an
annual donation of three thousand rupees by the Raja
of Mahmudabad (1879-1931). From 1936 until 1947,
the headquarters was in Delhi. The party membership
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in 1927 was around 1,300 members, and in 1930,
fewer than seventy-five people attended the famous
session at Allahabad when Muhammad Igbal (1877-
1938) called for the creation of a state for the Muslims
of South Asia in the northwest part of India. To
encourage membership, the party subscription was
reduced from six rupees to one rupee a year, and the
admission fee of five rupees was abolished.

With the introduction of a new constitution, the
Government of India Act of 1935, the election of
candidates for provincial assemblies became crucial
as Indians would govern the provinces directly. As a
result, the AIML began to be organized as a viable
political party. On March 4, 1934, Mohammad Ali
Jinnah (1876-1948) became the president of the
party, and this heralded a new chapter in its history.
Jinnah nominated the Parliamentary Board, which
chose party candidates for the general elections in
1936. While party funds mostly came from contribu-
tions from three rich supporters, and it was opposed
both by the INC and regional Muslim parties, the
party began its slow ascent to national importance.
This was due to the leadership of Jinnah, and the
organizational work of the independently wealthy
GeneralSecretary Liaquat Ali Khan (1895-1951),
who devoted almost all of his time over the next
ten years to the party. The president of the AIML
was elected annually, the general secretary for three
years. Under the president was the Working Com-
mittee of a dozen or so members and then the party
members. This organizational structure was also
followed in the provinces.

The League was able to establish branch offices in
each of the provinces of India in preparation for the
general elections of 1936 and contested half of the
seats reserved for Muslims. While it obtained some
60% of those seats, it won practically none of the seats
in the Muslim majority provinces except for Bengal,
where it gained thirty-nine out of 117 seats. These
electoral defeats, ironically, were to lead to a complete
change in party fortunes as Congress ministries gov-
erned in most of the provinces of India in a manner
that was viewed as favoring the Hindu community
and an attack on Muslim institutions and the Muslim
way of life. As a result, there were widespread defec-
tions from the INC. In 1939, the League published
two widely discussed reports that detailed Congress
misgovernment, and this further inflamed Muslim
feeling toward the Congress.

In the 1937 annual session held in Lucknow,
the League became increasingly militant, with Jinnah
declaring that were three entities in India: the Con-
gress, the British, and the League. The All-India Mus-
lim Students Federation was organized, and the
League chalked out a Five-Year Plan for the Muslim
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community. In the 1940 annual meeting held at
Lahore, the League, on March 23, 1940, moved the
“Pakistan Resolution,” whereby the party called for
the creation of a separate state for the Muslims of
India in the northwest and northeast of India. An
estimated one hundred thousand people attended this
meeting. Membership of the party had risen to nearly
ninety thousand, and it would continue to rise. A party
newspaper was created in 1941, the weekly Dawn, and
it became a daily the following year. In 1943, the
League created a planning committee that would
plan economic development in the Pakistan areas—a
Committee of Action to enforce party discipline
among the provincial League parties, and a Committee
of Writers to create party pamphlets. The League also
actively recruited student workers, especially from
Aligarh Muslim University.

All of the organization work of the previous
decade led to a tremendous League victory in the
1946 general elections, when it won one-third of the
seats in the Punjab, 115 of 250 seats in Bengal, and
almost all of the Muslim seats it contested in other
parts of India. It buttressed Jinnah’s claim that
he spoke for the Muslims of India, and the British
treated him as such, even in the face of Congress
claims, especially those of Mahatma Gandhi (1869-
1948), that the INC spoke for all of India. As a result
of this electoral victory, an increasing number of
Muslim politicians joined the League, whereas those
who did not were steamrolled into political oblivion.
The League had demonstrated that it was the party
of the Muslims of South Asia. When the Interim
Government was formed in 1946, Liaquat Ali Khan
took one of the most important positions in the
government, that of Finance Member.

By early 1947, both the INC and the British agreed
that on independence India should be partitioned into
the sovereign states of India and Pakistan. With the
creation of Pakistan on August 15, 1947, Jinnah
became Governor-General, and Liaquat Ali Khan
became Prime Minister. The AIML split into two
parties, the Pakistan Muslim League and the Indian
Muslim League.

RocGer D. LonGg
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AMIN, IDI

Idi Amin (1923-2003), former leader of Uganda, was
one of the most brutal despots ever to rule a country.
Born into the Kakwa tribe in the northwest corner of
Uganda, sometime between 1923 and 1928 (the exact
date remains unknown, as no birth records exist), he
attained only a second-grade education.

With minimal education and basic aptitude in five
languages, Amin attained the highest rank an African
soldier could aspire to in the British colonial army
(effendi), due primarily to his physical prowess. In
1971, when Milton Obote, Uganda’s first prime
minister, was attending a Commonwealth Conference
in Singapore, Amin staged a coup and became the
country’s president and liquidated most of the
military leaders who opposed his regime. Some
estimated that between two hundred thousand and
five hundred thousand people were dead from
Amin’s atrocities by the time he was ousted in 1979.

Socioeconomic Anarchy in Amin’s Uganda

Amin started his reign with the promise of a brief
military rule to rectify the economic mismanagement
and other “sins” of the Obote government, after
which multiparty politics were to be reinstituted. Ac-
cordingly, Amin quickly released many political pris-
oners, established an ethnically diverse cabinet, broke
the monopoly of state-owned enterprises, and shifted
the nation’s political ideology toward the West.
However, he was not able to engage in thoughtful
planning or disciplined spending, relying mostly on
his whims, with occasional “guidance” from sooth-
sayers, dreams, and “divine inspiration.” Frustrated
by the intricacies of ministerial debates, Amin
avoided cabinet meetings and once ordered his
cabinet to take a nine month vacation.

In 1972, following an alleged dream in which he
purportedly received instructions from God, Amin
ordered the forty thousand to eighty thousand Asians
living in Uganda to leave the country within ninety



days. In the same year, he severed diplomatic relations
with Israel and, in 1977, with Britain, and turned to
the likes of Libya and the Soviet Union for support.
With the exodus of the Asians, most of whom were
established traders and professionals, Uganda’s econ-
omy collapsed. Many of the formerly Asian-owned
shops that were given to Ugandans were plundered;
consumer goods became scarce; unemployment, infla-
tion, and cost of living soared; education, health care,
and other social services collapsed; and internal pop-
ulation dislocation, cross-border refugee movements,
and commodity smuggling became prevalent.

As Uganda’s economy deteriorated and opposition
mounted, so did Amin’s bloodthirstiness and contro-
versies in international relations: He openly praised
the murder of Israeli athletes by Palestine Liberation
Organization (PLO) operatives during the 1972
Munich Olympics; he supported the Palestinians who
hijacked the Air French flight to Kampala in 1976—
which culminated in the famous Entebbe raid by Isra-
el; he nationalized many British enterprises in 1973;
and, in 1975, offered himself to be appointed the Head
of the Commonwealth. After surviving numerous
attempts on his life, Amin invaded Tanzania in 1978,
and President Julius Nyerere, who never hid his ab-
horrence for Amin, mounted a counterattack, forcing
Amin into exile in Libya in 1979. Later that year, he
settled in the port city of Jeddah in Saudi Arabia. In
1989, he attempted a clandestine return to Uganda to
reclaim power but was uncovered at Kinshasa and
forced back to Saudi Arabia, where he died in 2003.

JOosEPH MENSAH
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AMNESTY INTERNATIONAL
Amnesty International (AI) describes itself as “a
worldwide movement of people who campaign for
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internationally recognized human rights.” Al emerg-
ed in the 1960s as a reaction against Cold War ideo-
logical polarization. It was felt by the founders of Al
that a movement of people independent from states
and political parties was the most credible way to
pursue the defense of human rights as universal
ethical norms. The defense of basic freedoms was
broadened by Al beyond the defense of political pris-
oners to include all “prisoners of conscience,” a term
invented by the organization to describe the situation
of being imprisoned for one’s ideas or beliefs. Political
impartiality and independence, as well as principled
action based on the Universal Declaration of Human
Rights (1948) and other key human rights instru-
ments, are the founding norms guiding AI’s work
from its inception until today. AI's founder, Peter
Benenson, inspired by his past involvement in
Britain’s Labour party and by Catholic ideals, was
AT’s first president from 1964 to 1966. Martin Ennals
was appointed secretary general in 1968 and remained
in place until 1980. Irene Khan, first woman to become
AT’s secretary general, was appointed in May 2001.

Originally, Amnesty was conceived as a fixed-term
project, a campaign to convince world leaders to
adopt a general amnesty for political prisoners. At
the beginning, it held the name of the “Appeal for
Amnesty 1961 and was publicized by the British
newspaper The Observer. The campaign coincided
with the anniversary of the emancipation of the serfs
in Russia and the outbreak of the American Civil War
(both in 1861).

The project soon institutionalized itself to pursue
and strengthen its activities. In 1963, at Amnesty’s
second international conference, its Constitution was
discussed, and the name ‘“Amnesty International”
was born. This conference also produced an Interna-
tional Code of Conduct for political prisoners and
calls for greater rights to asylum, a World Human
Rights Fund, and an International Human Rights
Day on December 10. Al’s International Secretariat
was established in London. It also was decided that
the organization would not accept any funds from
governmental sources or political parties to guarantee
its independence.

In 1964, AI received consultative status at the
United Nations’ Economic and Social Council (UN-
ECOSOC). From 1963 to 1974, Sean MacBride, an
Irish diplomat and jurist, was a member of AI’s inter-
national executive committee, while he was secretary
general of the International Commission of Jurists
from 1963 to 1970. MacBride played an important
role in AI’s advocacy activities at the UN, leading the
formation of a coalition of human rights non-govern-
mental organizations (NGOs) for the UN 1968 Inter-
national Conference on Human Rights in Tehran.

37



AMNESTY INTERNATIONAL

In the 1970s, AT’s work started to intensify at the
level of the UN. Although the original intent in AI’s
work was not to lobby the UN as such since the UN
was not used to listening to NGOs at that time, it
rapidly became clear that an important part of the
work of Al would be to advocate for more sophisti-
cated human rights instruments and enforcement
bodies within the UN. In 1977, AI’s International
Secretariat hired its first professional liaison officer
dedicated exclusively to this task.

Rapidly, Al developed as a membership-based
international NGO through the creation of local com-
mittees first in Britain, then Europe, North America,
and elsewhere. The organization’s own figures today
claim more than 1.8 million members. Local Amnesty
International committees can be found in more than
150 countries and territories around the world. Al’s
national sections offices and structures can be found
in fifty countries.

One of the central activities characterizing the orig-
inality of AI’s work is the creation of letter-writing
networks to ask authorities for the improvement of
the living conditions and the release of prisoners
of conscience. Individual cases are ““ adopted ” by
local committees that write to state authorities at
various levels to bring the cases to their attention.
Public attention from abroad on specific prisoners’
cases is seen as an effective means through which
state authorities can be influenced. One of the princi-
ples that was established in AI’s first years and
remains to this day is the prohibition for local and
national Al committees to adopt cases of prisoners
from their own countries. This is meant to protect Al
activists, and the prisoners they defend, as well as the
impartiality of AI's work.

AT’s work also has rapidly moved into the field of
lobbying and advocating for new international legal
norms on human rights protection. Either directly
within the UN’s official and unofficial negotiations
with state officials to draft new treaties and enforce-
ment mechanisms or through mass public campaigns
seeking to shape public opinion and create pressure
on state officials, Al has developed many new
tactics now used extensively by a variety of NGOs
throughout the world to influence transnational and
international politics.

Another practice of Al that was unheard of in
international politics when the organization first
started is public criticism of governments for their
human rights abuses. The release of detailed reports
on human rights violations based on fact-finding mis-
sions and other sources has become one of the central
activities of the organization. As a result, Al is a key if
not the most important information resource on the
situation of human rights throughout the world.
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Even though AI’s work applies to industrialized as
well as developing countries, its relevance to the poli-
tics of the latter is particularly important. Al has
always defended the rights of individuals living
under any kind of political regime. At the beginning
of AI’s work during the Cold War, local committees
were asked to adopt a prisoner from each of the three
regions of world politics: the East, the West, and the
Third World. When the activities of local committees
broadened beyond the defense of prisoners of
conscience’s rights, this rule was relaxed, but Al
maintained its impartiality through responding to
human rights abuses throughout the world.

In the 1960s, AI’'s work was predominantly fo-
cused on political prisoners, emphasizing political
and religious persecution and inhumane prison
conditions. In the 1970s, it started to work on torture
and disappearances. In the 1980s, its work broadened
to include reports on extrajudicial killings. Also in the
1980s, Al started a new campaign for the abolition of
the death penalty. In the 1990s, it campaigned for the
recognition of “women’s rights as human rights”
and for the creation of a Permanent International
Criminal Court. AI was awarded the Nobel Peace
Prize in 1977 for “having contributed to securing the
ground for freedom, for justice, and thereby also for
peace in the world.”

STEPHANIE ROUSSEAU

See also Human Rights as a Foreign Policy Issue;
Human Rights: Definition and Violations; Non-Govern-
mental Organizations (NGOs)
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ANDEAN COMMUNITY

The Andean Community, as the Andean Group has
been known since 1997, was initially formed in 1966
within the framework for economic integration laid
out in the Latin American Free Trade Association.
Under the terms of the Cartagena Accord in 1969,
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Bolivia, Chile, Colombia, Ecuador, and Peru for-
mally created the Andean Development Corporation
(CAF) and the Andean Pact, which had four
objectives:

1. To create a common market,

2. To promote industrialization through speciali-
zation in new industries,

3. To gain leverage over transnational corpora-
tions and direct foreign investment, and

4. To grant trade and other preferences to less
developed members (Ecuador and Bolivia).

The innovative Statute on Foreign Capital
imposed restrictions on foreign investment, limiting
foreign ownership to 49%. After the military coup in
1973, Chile at first resisted implementation of the
statute and then withdrew from the Andean Group
in 1976. Venezuela, meanwhile, joined in 1973. In
1979, the Andean Council of Foreign Ministers
was created, along with the Andean Parliament and
Court of Justice, adding a political dimension to the
group.

A renewed effort to strengthen the group came
after 1991, although a lingering border dispute
between Peru and Ecuador and the Alberto Fujimori
coup in 1992 created internal strains. Peru suspended
its membership temporarily in 1992, but at the same
time, Colombia and Venezuela signed a trade agree-
ment that led, in 1993, to the creation of a Free Trade
Zone encompassing Bolivia, Colombia, Ecuador,
and Venezuela. The four established a common exter-
nal tariff in 1995, making the Andean Group a cus-
toms union. In 1997, the name was changed to the
Andean Community, and its headquarters was estab-
lished in Lima, Peru, in keeping with an agreement to
reincorporate Peru gradually into the free trade zone.
In 1998, a framework was signed in Buenos Aires for
the eventual establishment of a free trade accord
between the Andean Community and the South-
ern Cone Common Market (MERCOSUR). The
current goal is to eliminate internal barriers to ser-
vices and labor so as to establish a common market
by 2005.

As of 2002, the Andean Community encompasses
some 115 million people, more than double the figure
at its inception. Its collective gross domestic product
is $283 billion, and its per capita income is $2,464.
Average inflation stands at 11%. Intracommunity
trade totals some $5.6 billion, a fifty-fold increase
over the level in 1970.

LAWRENCE BouDON
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ANDEAN SOUTH AMERICA: HISTORY
AND ECONOMIC DEVELOPMENT

The nations comprising Andean South America,
Bolivia, Ecuador, and Peru—share a common cultur-
al heritage as well as a lingering colonial legacy that
has contributed to their political, social, and econom-
ic development since 1945. During the twentieth
century, the twin forces of reformism and revolution
challenged the neocolonial order that emerged after
independence.

Geographically, these nations are located on the
Pacific coast, although Bolivia lacks a coast as a con-
sequence of the War of the Pacific (1879-1883). The
Andes cut across these nations and separate the coast
from the tropical rain forests to the east. Socially, these
nations are deeply divided by racial and ethnic
cleavages that relegated the Indians to a subservient
position within the political, social, and economic
structure. Their population can be divided into three
general ethnic/racial groups: whites, mestizos or
cholos (racially or culturally mixed peoples), and
Indians. In all three nations, the European whites are
a numerically small group possessing the wealth and
monopolizing political power, a situation challenged
by twentieth-century mass political movements.

The export economy contributed to underdevelop-
ment since their primary exports were subject to the
fluctuations of world market demand. The Great
Depression caused great havoc to the political and
economic life of these countries, with new social
forces emerging and challenging the traditional elite.
The elite responded to this threat through dictator-
ship and populism. This turbulent period created the
political leaders, social forces, and alliances that
influenced subsequent events after 1945.

In Bolivia, the early 1940s saw the rise of new
reformist and revolutionary political parties, such as
the Nationalist Revolutionary Movement (MNR)
under the leadership of Victor Paz Estenssoro,
which represented a moderate left and middle-class
alternative to the traditional parties. In 1946, a brutal

39



ANDEAN SOUTH AMERICA: HISTORY AND ECONOMIC DEVELOPMENT

populist government that came to power in 1943 was
overthrown and a left-right coalition ruled the nation
until 1952. With demands for social change increas-
ing, the MNR became important politically in the
1951 presidential elections. The traditional right-wing
elites realized that only the military could assure their
hold on power. When the exiled Paz Estenssoro won
these elections, the military annulled the elections and
outlawed the MNR, setting the stage for Bolivia’s
National Bourgeois Revolution of 1952. On April 9,
1952, the MNR organized a popular armed uprising
that led to the fall of the military and the MNR’s rise
to political power. The MNR implemented a radical
social and economic program that transformed
Bolivia’s socioeconomic structures by nationalizing
the tin mines and instituting a major agrarian reform
program that formalized the Indian takeover of haci-
enda lands. Under the revolutionary agitation from
1952 to 1956, the government included labor through
its organization, the Bolivian Workers Central
(COB). Before the 1956 presidential elections, the
MNR had split into a center-right middle-class wing
headed by Hernan Siles Zuazo and a left-wing led by
the COB. Siles Zuazo’s election shifted the direction
of the revolution by adopting a state-capitalist model.

In Peru, after 1945, the American Revolutionary
Populist Party (APRA), led by Victor Raul Haya de
la Torre, represented the populist challenge against
the traditional political and economic system. During
the 1945 eclections, APRA demonstrated its appeal
to the Peruvian masses with the election of José Luis
Bustamante y Rivero. In 1946, APRA members sit-
ting in the cabinet, the senate, and the chamber of
deputies initiated populist policies that caused a back-
lash from the economic elite and the military. The
military overthrew Bustamante in 1948 and replaced
him with General Manuel Odria, who banned APRA
and exiled Haya de la Torre.

During Bustamante’s administration, the role of
the state had increased, and the economy was redir-
ected towards agricultural diversification and indus-
trialization. Under Odria, the status quo ante was
restored with the reintroduction of economic policies
that favored the traditional exporting elites. In 1950,
Odria legitimated his rule by holding elections, which
he readily won. From 1950 to 1953, with increasing
export demand resulting from the Korean War, Odria
actively sought the support of the working masses.
Export earnings declined with the end of the war and
worker militancy increased. The 1956 -elections
brought a former president, Manuel Prado Ugarteche,
to power. Supported by APRA, Prado defeated
Fernando Belaunde Terry, a politician who later
would dominate Peruvian politics. Although Prado
continued an export oriented economic policy during
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his administration (1956-1962), he also passed legis-
lation favorable to the working masses and legalized
APRA and the Peruvian Communist Party.

When an APRA victory proved imminent in the
contentious 1962 elections, the military launched a
coup and annulled the elections. Under US pressure,
new elections were held in 1963, and the military
accepted the election results when Belatinde won.
Belatinde implemented an ambitious developmental
program that saw an increased state role favoring
the working class, the peasants and the poor. His
plans, especially those regarding agrarian reform,
were opposed by APRA, Odria’s followers, and the
traditional landowning elite. The highland peasantry
invaded hacienda lands and a guerilla movement
emerged. Belatnde reacted by sending in a reluc-
tant military, which crushed the incipient guerrilla
movement and the peasant uprising by 1966. Another
major problem that engulfed his government
concerned the International Petroleum Corporation
(IPC) and negotiations concerning partial nationali-
zation. Under pressure from the United States, the
government reached an agreement with the IPC that
Peruvian nationalists condemned as a sellout to
foreign interests. On October 3, 1968, the military
overthrew Belatunde’s government and ushered in a
period of major restructuring of Peru’s traditional
social and economic structures.

In Ecuador, the period of political instability that
began in 1931 came to an end with the overthrow of
José Maria Velasco Ibarra in 1947, and the 1948
elections brought a period of presidential stability.
During his administration (1948-1952), Galo Plaza,
a member of the landowning elite, introduced politi-
cal, social, and economic reforms. He opened up the
political sphere to all contending political parties by
incorporating all major political groupings into his
cabinet and allowing freedom of the press. He
engaged in a vigorous public works project that
benefited the banana export sector and provided
government credits to this sector, largely financed
through loans from the United States and the World
Bank. A banana boom contributed to political stabil-
ity as the Korean War increased demand for other
exports. The 1952 elections saw Velasco Ibarra as
president for the third time. The uniqueness of this
political transition was that for the first time in
twenty-eight years power had passed peacefully to
the presidential successor. During this presidential
administration (1952-1956) government largesse
continued with public work project spending and
rewards for civilian and military supporters. Velasco
Ibarra, who ran as a populist with the support of the
Guayaquil-based Concentration of Popular Forces
(CFP), had that group’s leader exiled once in office
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and shifted his base of support to the nation’s con-
servative forces. In 1955, problems surfaced with
the United States over tuna fishing within the two
hundred-mile limit that Ecuador claimed. During
the 1956 elections, three political factions ran and
another smooth transition followed as Camilo Ponce
Enriquez, a rightist candidate supported by Velasco
Ibarra, became president and ruled with relative sta-
bility from 1956 to 1960. Near the end of his term, the
banana boom went bust, resulting in increased
unemployment, strikes, and rioting in 1959. The con-
summate populist politician, Velasco Ibarra, took full
advantage of this turmoil by running on a decidedly
populist platform, promising far-reaching social and
economic reforms. He handily won the 1960 elections
and took political power for the fourth time.

The National Bolivian Revolution, under US
pressure, shifted right by taking increasingly conser-
vative economic policies. Although the United States
did not actively oppose the revolution, it utilized eco-
nomic pressure to get the government to adopt
policies favoring economic stabilization. After 1956,
the government compensated the expropriated mine
owners, allowed foreign investment, reduced labor
participation in the government, and reduced social
programs. The military benefited through US training
and aid to counter the peasant and worker militias
that had emerged during the radical phase of the
revolution from 1952 to 1956. The United States lav-
ished aid that financed a developmental program
benefiting the Santa Cruz region of eastern Bolivia
by promoting agroindustrial enterprises. The Paz
Estenssoro Administration (1960-1964) continued
these policies but, in 1964, decided to break with the
COB and the mineworkers by allying with the mili-
tary by selecting General René Barrientos as vice
president. The United States supported this move as
it prevented Juan Lechin, a Trotskyist labor leader,
from taking power. Although Paz Estenssoro won
the election, his vice president overthrew him in
November 1964, and the military dominated the
government for the next eighteen years.

The Peruvian military’s seizure of power in Octo-
ber 1968 portended a new type of military revolution
as General Juan Velasco Alvarado proclaimed a
“Revolutionary Government of the Armed Forces,”
which sought to impose a new economic order that
would benefit all Peruvians. The revolutionary gov-
ernment nationalized the IPC, a broadly supported
action, implemented a far-reaching agrarian reform
program, and nationalized key foreign-owned export
industries and enterprises. The 1973-1974 world oil
crisis had its ramifications in Peru as prices rose for oil
and technological imports, while the price of exports
fell, creating a major balance of payment problem. Il

during this critical period, Velasco saw the end of the
revolutionary experiment in 1975 as a struggle within
the military emerged. Military conservatives won the
struggle and replaced Velasco with General Francisco
Morales Bermudez, who retreated from Velasco’s
policies and purged the radical leftist elements from
government, as well as reformist officers. He instituted
an austerity program that deeply affected the working
class, ended the agrarian reform, and courted foreign
investment. The military experiment with revolution
came full circle with the gradual transition to civilian
rule, culminating with the 1980 presidential election
and the return of Belaunde Terry.

Velasco Ibarra’s 1960 victory in Ecuador did not
signify a radical alteration of the living conditions of
the urban poor as promised during his campaign. Ever
the populist, he denounced the 1942 treaty with Peru
and instigated a “Tuna War” with the United States.
His campaign rhetoric unleashed unrealistic hopes in
the masses that went unfulfilled because the govern-
ment lacked the necessary revenues as a result of
falling exports, increasing unemployment and capital
flight. Amid growing protests, the military overthrew
him in 1961 and installed Vice-President Carlos Julio
Arosemena Monroy. Amid the Cold War atmosphere
of the 1960s and the success of the Cuban Revolution,
the United States and the military feared that Arose-
mena was too leftist. In 1963, the military overthrew
Arosemena and installed a junta that repressed all left-
wing opposition while instituting a reformist program
influenced by the Alliance for Progress and subsidized
by US aid. The junta also instituted an agrarian re-
form program that abolished the feudalistic land ten-
ure system of the huasipungo but did little else. With
the decline of banana export revenues in 1965, the
Jjunta increased import duties, which set off a series
of strikes. Amid this declining economy, the junta
stepped down in 1966, and a constituent assembly
drafted a new constitution. In 1968, presidential elec-
tions were held and Velasco Ibarra, returning from
exile, won the elections for the fifth time. Not having a
clear political mandate, his political problems were
exacerbated by a balance of payment crisis. The Con-
gress and Supreme Court opposed the emergency fis-
cal measures that he instituted to raise government
revenues. In 1970, Velasco Ibarra, with military sup-
port, assumed full dictatorial powers and decreed a
number of unpopular economic measures that con-
tributed to some fiscal health. Fearing a win by
Assad Bucaram in the 1972 presidential elections
and the mismanagement of Ecuador’s new oil wealth,
the military overthrew him. Velasco Ibarra went into
his final exile as a military junta led by General Guil-
lermo Rodriguez Lara ruled the country from 1972
to 1976.
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Rodriguez Lara, declaring that his government
was ‘“‘nationalist and revolutionary,” embarked on
a state-led developmental program whose goal was
the transformation of Ecuador’s society and econo-
my by nationalizing industries and creating public
enterprises. Oil policy became very important as
control of this resource not only provided the neces-
sary revenues for the reforms proposed but also sym-
bolized the regime’s nationalist orientation. The junta
also proposed an agrarian reform, but its effect was
limited as a result of landowner opposition. Another
balance-of-payments crisis developed as oil earning
declined and public expenditures increased. Austerity
measures increased protests from the private sector
and labor, leading to the overthrow of Rodriguez
Lara. A military triumvirate assumed power from
1976 to 1979, which prepared a return to civilian rule,
a goal achieved in 1979 with the inauguration of Jaime
Roldés.

Although the Bolivian military ruled the country
from 1964 to 1982, it did not do so as a unified
corporate entity with one definable policy. Imple-
menting policies that ranged from leftist to rightist,
it had one overwriting thrust, controlling and repres-
sing the popular social forces that emerged from
the revolution. The appearance of Ernesto “Che”
Guevara’s guerrillas appeared to give credence to
the government’s repressive aims. The military gov-
ernments were not able to transcend and unify
society’s various divisions. These contradictions,
along with heavy foreign borrowing and a declining
economy, contributed to the slow, torturous transi-
tion towards civilian rule, achieved in 1982 with the
election of Hernan Siles Zuazo as president.

By the 1980s, all three nations were under civilian
rule. They would inherit the problems created by
the military governments, as well as a transformed
international economic situation that circumscribed
their options in terms of economic policies adopted,
creating the conditions for new social eruptions. In
Peru, Belaunde’s government shifted from the state-
led capitalist model of development to neoliberal eco-
nomic policies, attracting foreign capital and leading
to debt renegotiation. For Latin America, the 1980s
are known as the “Lost Decade” as a result of declin-
ing social and economic indicators. Many Latin
American nations were indebted as a result of gener-
ous foreign lending based on “‘petrodollars.” From
1981 to 1983, an international debt crisis and a world
recession created a severe social and economic crisis
for Belaunde’s government, contributing to the rise of
the Shining Path (SL) in the highlands. In Lima, a
rival revolutionary group, the Tipac Amaru Revolu-
tionary Movement (MRTA), appeared. Belatinde
allowed the military to launch a counterinsurgency
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campaign in the highlands, contributing to human
rights violations. International border problems re-
emerged with Ecuador as the two nations skirmished
for five days. Drug trafficking also increased, fueled
by the demand for cocaine in the industrialized world,
especially the United States. Peru, along with Bolivia,
became the largest coca leaf producers as this export
replaced the demand for traditional legal exports.
Although Belaunde served out his second presidency
(1980-1985), his administration appeared to be a
political, social, and economic fiasco.

In 1985, APRA’s Alan Garcia Pérez became presi-
dent, signaling a return to populism and a retreat
from neoliberal economic policies. Garcia instituted
policies to help the destitute masses that had suffered
during the aggressive international economic climate
of the 1980s. He shocked world financial markets by
defaulting on the foreign debt and limiting interest
payments on this debt to 10% of the nation’s export
earning. The first two years of his administration
proved beneficial to the overall health of the econo-
my, but by 1987, his policies were proving detrimental
as the trade deficit increased, foreign exchange
reserves declined, and private national capital refused
to invest. The nation experienced a period of hyper-
inflation and increased public sector debt as SL
and MRTA activity surged and criminal violence in-
creased. Corruption scandals also enveloped Garcia’s
government. Whilethe private sector and the right
organized against the APRA, Alberto Fujimori, a
virtual unknown, emerged as an unlikely candidate
during the 1990 presidential campaign. Igniting pop-
ular passions, his grassroots movement, Cambio
1990, won a majority of the popular vote.

As a result of the oil boom, the Roldos government
in Ecuador inherited a relatively healthy economy
from the military. Quito benefited the most from
economic expansion as government employment
increased, contributing to a burgeoning middle class
and rising income inequality. Political tempers flared
between Roldos and Bucaram, the CFP’s populist
leader, who challenged the president from Congress.
This conflict continued until May 24, 1981, when the
president was killed in a plane crash. Vice President
Osvaldo Hurtado found the nation in an economic
crisis with the end of the oil boom and mounting
foreign debt. The right and business community
organized against Hurtado’s drastic austerity policies.
During the 1984 elections, the right and busi-
ness interests supported Ledn Febres Cordero, a
Guayaquil businessman. With a narrow victory,
Febres Cordero and his technocrats instituted a neo-
liberal program that severely affected Ecuador’s
lower classes. His increasing unpopularity led to the
defeat of the right in the 1988 presidential elections as
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Rodrigo Borja of the Democratic Left party (ID)
won. Saddled with Ecuador’s gravest economic crisis
in its history, Borja’s options were limited, so he
continued the austerity policies and accepted Interna-
tional Monetary Fund (IMF) demands. Opposition
from the left and the right coupled with rising Indian
militancy made governing impossible. The Indians
became a new social force in the country’s political
equation as they demanded agrarian reform and re-
cognition of Ecuador as a multiethnic nation. Borja’s
party was defeated in 1992 with the election of Sixto
Duran-Ballén as president. His government quickly
implemented a structural adjustment package that
exacerbated the conflict between the government
and the labor unions. The Huaorani Indians in the
Amazon rain forest also protested government poli-
cies favorable to the oil industry, which had
devastated their traditional way of life through unreg-
ulated pollution and environmental destruction. In
1995, international problems also flared up as
the Peruvian boundary dispute over the 1942 Rio
Protocol reemerged as a means to deflect the internal
political, social, and economic crisis.

Duran-Ballén’s vice president, Alberto Dahik,
instrumental in fashioning the administration’s neo-
liberal economic policies that were so widely rejected,
fled the country in disgrace as a result of a corruption
scandal in 1995, which contributed to the rise of a
new populist candidate, Abdala Bucaram. Although
Bucaram won the presidency in 1996, after six months
his administration was brought down amidst charges
of corruption and mental incapacity. The Congress
deposed him and selected Fabian Alarcén, the con-
gressional president, as the interim president in 1997.
A succession crisis ensued as Bacaram’s vice presi-
dent, Rosalia Arteaga, declared herself the legitimate
successor. She abruptly resigned after her recognition
as president, and Alarcén resumed the presidency
until the 1998 elections. Jamil Mahuad Witt, who
narrowly won the election, confronted an economic
crisis brought on by declining oil prices and high
inflation, which was further exacerbated by costly
destruction from El Nifio. In 2000, large indigenous
mobilizations, supported by the military and police
forces, forced him from office. Vice President Gus-
tavo Noboa became president and steered the country
away from economic chaos by instituting a dollariza-
tion policy to stabilize the economy. The next elec-
tions brought Lucio Gutierrez, a former army colonel
and a military leader of the 2000 mobilizations, to
power in 2003. Promising to increase social spending
during his campaign, once he took office, he realized
that he had to negotiate with the IMF and institute
privatization policies. The indigenous peoples who
brought him to power felt betrayed. In 2004, higher

oil prices allowed Gutierrez’s government to survive
the political winds that had befallen his predecessors.

Fujimori in Peru continued the neoliberal experi-
ment that had swept throughout Latin America by
instituting a particularly virulent economic shock pro-
gram, popularly known as the “Fujishock.” These
measures brought down hyperinflation, but at a
huge social cost. The unpopularity of these measures
and the continuing guerilla war led Fujimori, with
military support, to launch an ‘“autocoup” against
his own government by dissolving Congress in 1992,
which had wide popular support. In September 1992,
the capture of the SL leader led to the decline of the
guerilla group. In the war against SL, the military and
police had committed numerous human rights viola-
tions, especially against the highland Indians. The end
of the guerrilla war and Fujimori’s neoliberal eco-
nomic policies brought foreign investment back,
which increased his popularity, evident by his over-
whelming reelection in 1995. In 1996, Congress
passed a law so that Fujimori could run for a third
term in 2000. He won the elections against his oppo-
nent Alejandro Toledo, an Indian with a Ph.D. in
Economics from Stanford University. A corruption
scandal soon broke out as Fujimori’s intelligence
chief was accused of bribing congressmen, participat-
ing in the drug trade, and illegal arms shipments to
Colombian guerrillas. In November 2000, Fujimori
went into exile. In 2001, the nation elected its first
Indian president, Toledo, who sought to restore de-
mocracy and heal the wounds that had cut deeply
through the society during the years from 1980 to
2000. The hopes that Toledo had inspired were soon
dashed by the continuing economic crisis. With mas-
sive protests against the government’s privatization
efforts, Toledo declared a state of emergency in
2003. Toledo also came under attack for his private
life as his popularity took a steep decline, becoming
Latin America’s most unpopular president.

Similar problems as those faced by Ecuador and
Peru have plagued Bolivia since the election of the
leftist candidate Siles Zuazo. Having a popular man-
date to implement populist policies, the nation’s politi-
cal and economic crisis circumscribed the options open
to the president. Unable to pay the foreign debt and
with a huge fiscal deficit, the worsening economic crisis
was not only exacerbated by the political, social, and
economic demands of the masses but also by the heated
debates between the executive and legislative branches
over which policies to implement to confront the eco-
nomic crisis. The political crisis not only reflected the
contending social and class forces that had divided the
nation after the revolution but also a struggle between
two different developmental models. The inability of
the government to enact its policies without provoking
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labor or business led to an impasse that created the
most drastic economic crisis in the nation’s history.
Giving up in frustration after a general strike and
an attempted coup, the government decided to hold
early elections in 1985. In the hotly contested election,
no clear winner emerged, so Congress elected Paz
Estenssoro as president for the fourth time.

In 1985, Paz Estenssoro enacted one of the most
severe economic stabilization programs in all of Latin
America, becoming a test case for a study of neoliber-
alism. The MNR government shifted its policies away
from redistribution to courting private enterprise
through reducing state intervention in the economy
through its Decree 21060, known as the New
Economic Plan, which moved away from the economic
nationalist and state-led developmental policies of
earlier MNR governments. These policies created
a backlash from the popular social forces represented
by the COB, which were quickly suffocated by
declaring a state of emergency and exiling for the
movements’ leaders. In order to implement his
program, Paz Estenssoro reached an agreement with
Banzer and the Accion Democratica Nacionalista
(ADN). In the 1989 elections, the MNR, ADN, and
the Movimiento de la Izquierda Revolucionaria (MIR)
fielded candidates, but Banzer formed an alliance
between the ADN and the MIR, which allowed for
the MIR candidate Jaime Paz Zamora’s election
by Congress. This coalition denied the presidency to
Gonzalo Sanchez de Lozada, the MNR candidate who
won the popular vote. All three candidates had agreed
to continue the neoliberal experiment.

Although representing the left, Paz Zamora
continued the patronage system by including many
conservative ADN members in his cabinet. In the
1993 elections, Sanchez de Lozada, a US-educated
businessman and a major stockholder in the nation’s
largest private mining company, and the MNR made
a comeback with the support of the Movimiento
Revolucionario Tupac Katari, an Aymara Indian po-
litical organization. To reward this support, Sanchez
de Lozada selected Victor Hugo Cardenas, an
Aymara Indian leader, as his vice president, demon-
strating the new political role of the Indian and cholo
masses. Reflecting this broadening indigenous politi-
cal participation, the 1967 Constitution was reformed
in 1994 by declaring that Bolivia was a “multiethnic
and pluricultural” nation. His continuation of the
neoliberal experiment led to major violent protests
against his government. An area of major conflict
was in the coca-producing regions of La Paz and the
Chapare as coca producers fought against the govern-
ment’s US-supported eradication programs. The
Congress decided the 1997 elections by declaring the
ADN candidate Banzer the victor, who continued the
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neoliberal program. Social protests continued and
the situation in the Chapare region grew drastic as
special police units were sent to eradicate coca produc-
tion. In Cochabamba, there also were “water wars,”
popular protests against the attempt to privatize the
city’s water system. Banzer, diagnosed with cancer,
resigned in 2001, and Vice President Jorge Quiroga
served out the rest of Banzer’ term. In the 2002 elec-
tions, the two leading contenders were the MNR
candidate Sanchez de Lozada and Evo Morales, a
representative of the coca producers and leader of
the Movement Toward Socialism (MAS). The Con-
gress once more decided the election by naming San-
chez de Lozada the winner. The social cleavages of
Bolivian society created by the neoliberal experiment
were made manifest in February 2003, when a major
revolt, the impuestazo, against the implementation of a
personal income tax and spending cuts broke out in La
Paz, leading to the death of twenty-seven people and
hundreds of injuries. The protests against Sanchez de
Lozada’s unpopular government continued and in
September and October 2003, there were mass mobi-
lizations against a plan to build a pipeline to export
natural gas through Chile, leading to numerous deaths
and injuries, as well as his resignation. As the Vice
President Carlos Mesa, a journalist and historian,
assumed power, the opposition gave him ninety days
to respond to the political, social, and economic
demands of the masses. In July 2004, there was a
referendum on the natural gas export plan, which
received support from voters but with the under-
standing that there would be more state participation
in the industry and not privatization. President Mesa
confronted a stagnant economy, the socioeconomic
dislocations caused by neoliberal economic policies,
the demands of the coca producers, as well as the
political, social, and economic demands of the
Indians, working classes, and the poor.

The shift to the left in the leadership of these
nations created by the socioeconomic devastation
caused by the neoliberal experiment that began in
the 1980s portends a pattern that can be discerned in
other Latin American nations that have also had
disastrous experiences with neoliberalism and global-
ization, such as Argentina, Brazil, Uruguay, and
Venezuela. The Andean nations’ indigenous masses
have rejected outright neoliberalism and globalization
as evidenced by their popular mobilizations against
governments antithetical to their political, social, and
economic interests. This mass participation in the
political process by the Indian masses is another im-
portant trend at the dawning of the twenty-first cen-
tury. Since the colonial period, these nations’ Indian
peoples have been shunted from full participation in
the society. After independence, they were never fully
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recognized as citizens of the new nations with full
political rights. The emergence of indigenous political
parties in the three nations signifies that conflict with
the traditional conservative criollo interests is inevita-
ble in the future. Also, the US “war on drugs,” as well
as its promotion of neoliberal economic policies
through the IMF and the World Bank, promises to
exacerbate these conflicts, especially in the heavily
Indian rural areas and Amazon region. It will be
up to the leadership of these nations to balance the
socioeconomic demands of the masses with economic
growth based on an equitable distribution of
wealth and political power in these multiethnic and
multicultural societies.

CarLOS PEREZ

See also Andean Community; Andean South America:
International Relations; Bolivia; Ecuador; Peru
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ANDEAN SOUTH AMERICA:
INTERNATIONAL RELATIONS

Introduction

The nations discussed in this essay will be those of
the Central Andes to include Bolivia, Ecuador, and
Peru. They share a common territorial and political
heritage as encompassed in the Viceroyalty of Peru
until independence in 1824. Thereafter, until the end
of World War II, these nations sought through
multilateral foreign policies to overcome economic
underdevelopment and political instability. Peru and
Bolivia’s overwhelming defeat by Chile in the War of
the Pacific (1879-1883) and a protracted border
dispute between Peru and Ecuador that erupted into
military conflicts in 1940, 1980, and 1995, continued
to shape the conduct of the foreign relations of these
Andean nations until the end of the twentieth century.
Aside from the narcotics trade, Peru and Ecuador
also enforced a two hundred-mile offshore resource
zone that primarily applied to fishing rights that led to
numerous confrontations with US fishing vessels in
the three decades after 1950. On the economic front,
the Andean nations continued to work for a viable
regional Andean free trade zone, which would give
them some economic leverage as the other Latin
American nations and the United States continued
to integrate their economies. Peru especially sought
new economic leverage that would free it from eco-
nomic trade dominance of the United States. Espe-
cially during the government of Alberto Fujimori
(1990-2000), Peru aimed to enhance its trade ties
with the Pacific Rim nations, especially Japan.

Until 1990, all the aforementioned problems were
important to inter-Andean and US-Andean relations,
but they remained secondary to the primary concern
of Cold War-related issues. Developments particular-
ly influenced by Cold War rivalries were Washing-
ton’s support for authoritarian military regimes and
related arms sales agreements. After 1990, the US-
Andean agenda was taken up almost exclusively
with counternarcotics and Andean economic integra-
tion. Closely related to the drug issue in Peru were the
terrorist activities of the revolutionary group Sendero
Luminoso (Shining Path). Largely funded by narcotics
revenues, Sendero Luminoso destroyed a sizeable
amount of the nation’s infrastructure and provoked
mass economic disorder in a reign of terror be-
tween 1980 and 1992. During these the last two
troubled decades of the twentieth century, perhaps
as many as fifty thousand Peruvians died and 2 million
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left the country as a result of the domestic violence
and economic turmoil.

The Cold War and the Andean Nations

As a small nation Ecuador has tried to maintain a
multilateral approach to foreign affairs since its in-
ception. But in reality, since the end of World War II,
Ecuador has remained one of Washington’s firmest
allies in the region. Ecuador was a signatory of the
1947 regional security treaty that laid the groundwork
for the Organization of American States and regional
cooperation during the first years of the Cold War.
US private investment, the presence of US-dominated
multilateral agencies such as the World Bank and the
Inter-American Development Bank, as well as a
strong Peace Corps contingent since the early 1960s,
have maintained a constant US presence in Ecuador
in the post-World War II era. Over the years, there
has been a growing emigrant stream from Ecuador
to the United States that has strengthened the bonds
between the two nations. Today, as many as two
hundred thousand Ecuadorians live in the United
States and fifteen thousand US citizens permanently
reside in Ecuador. Additionally, significant US tour-
ism since the 1970s has had a positive impact on the
Ecuadorian economy.

Vast reserves of petroleum were discovered in
Sucumbios province in Ecuador’s Oriente or eastern
jungle region in the late 1960s. Ecuador soon joined
OPEC, and its economy has been heavily dependent on
petroleum revenues ever since. This has resulted in
significant fluctuations in revenues as the world price
of oil stayed above $25 through the mid-1980s. This
price represented a tenfold increase in the cost of oil at
the beginning of the oil boom in 1972. Still, prices
leveled off in the late 1980s and early 1990s, placing
great strain on the heavily subsidized Ecuadorian
economy. In 2001, Ecuador drew on oil revenues to
finance 46% of its national budget. Ecuador and
OPEC’s pricing policies often have been at odds with
the priorities of the United States. Still the most con-
troversial issue straining relations between the United
States and Ecuador were conflicting interpretations of
the limits of territorial waters. As with Chile and Peru,
Ecuador claimed a two hundred-mile resource zone
and began enforcing this claim during the late 1960s.
What resulted were the so-called Tuna Wars. At its
height in 1971, this controversy saw Ecuador secize
fifty-one US fishing boats. Eventually, by the mid-
1980s, the US State Department recognized the inevi-
table and modified its own resource zone limits to
conform to those of the world’s leading fishing nations.
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Bolivia’s 1952 social revolution was one of the first
potential challenges to US policies of anticommunism
in the hemisphere. Although the dominant ideology
of the Revolution was not initially clear, the Eisen-
hower Administration sought to avoid a potential
Marxist revolution in Bolivia by channeling very
large amounts of financial aid to the Andean nation.
Recognizing that turbulent Bolivia was one of Latin
America’s poorest nations, in mid-1953, Washington
doubled its financial aid and soon after sent five mil-
lion dollars in food assistance to Bolivia. At the con-
clusion of the 1950s, Bolivia was the recipient of $100
million in direct aid from the United States. Bolivia
ranked first among all Latin American nations in
US aid revenues and the leader per capita in world.
Without US direct assistance, the Bolivian govern-
ments during the 1950s and early 1960s would have
suffered significant financial difficulties as the result
of the nationalization of the tin industry. Still, when
tin revenues declined sharply in the 1970s, Bolivia’s
economic troubles became quite severe.

Directly related to the Cold War were US bilateral
efforts to upgrade and train the Bolivia armed forces
in counter-subversion. In significant measure, the
substantial military assistance given to Bolivia by
the United States in the aftermath of the Cuban
Revolutionin 1959 paved the way for the establishment
of a series of military governments from 1964 to 1982.
Much like their counterparts all over South America,
with the notable exception of the government of Gener-
al Juan Velasco Alvarado (1968-1975) in Peru, military
dictatorships, operating with the Washington’s sup-
port effectively quelled leftist urban and rural move-
ments, sometimes at the cost of great suffering. The
most ‘“‘spectacular” success of the Bolivian army
ranger units, who were trained in part by the Central
Intelligence Agency, was the capture and execution of
Ernesto “Che” Guevara in Santa Cruz province in
October 1967. Guevara’s death effectively spelled the
demise of the foco theory of rural guerrilla warfare
modeled after the Cuba revolution. In Bolivia, the
Indian peasantry, which was a central element in the
1952 revolution, was largely marginalized in national
affairs during the period of military rule. Bolivia’s tin
miners met the same fate as declining world prices for
tin led to the closure of the nation’s biggest mines by
the early 1980s. Thereafter, substantial elements of
Bolivia’s rural population turned to coca production
for their livelihoods. The peasantry would not again
effectively organize until the 1990s under a markedly
different ideology of indigenous mobilization.

Peru and the United States experienced a troubled
relationship through most of the Cold War era that
seems to be explained only by what could be called
“Peruvian exceptionalism” on the part of Washington.
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Peru was a very cooperative ally of the United States
during World War II. During the early years of the
Cold War, the military dictator General Manuel A.
Odria (1948-1956) waged a concerted anti-communist
campaign jailing hundreds of leftists and exiling
hundreds more. During the late 1940s, the US Air
Force did provide valuable assistance to Peru with
the arduous aerial mapping of its long disputed border
with Ecuador. Still, one of the last areas to remain
uncharted, the rugged Cordillera del Condor, would
become the focal point of hostilities a half century
later.

Like Ecuador, Peru confronted US-owned fishing
vessels in the tuna-laden Humboldt current in the
1960s, seizing a significant number and imposing
heavy fines. Along with Chile, Peru declared a two
hundred-mile ‘“‘resource” zone as early as 1947. This
was only one component of an increasingly national-
istic policy that emphasized state ownership of the
nation’s resource base.

The symbolic focus of this policy was the Interna-
tional Petroleum Company (IPC) and its holdings at
Talara, in northern Peru. IPC, a subsidiary of
Standard Oil of New Jersey, dominated Peruvian
Petroleum production since the 1920s. Efforts to
nationalize the company with compensation during
the administration of President Fernando Belaunde
Terry (1963-1968) failed. The Peruvian armed forces,
under the leadership of a leftist populist General Juan
Velasco Alvarado, used the IPC issue as an excuse to
overthrow Belaunde Terry and establish a nationalist
and reformist government in October 1968.

The Velasco regime, after seizing IPC properties,
made it clear that it wanted little to do with Washing-
ton’s policy goals in the region. It quickly reestab-
lished diplomatic ties with Cuba. The Velasco
government quickly expropriated IPC holdings and,
over the course of the next five years, nationalized
almost all of the nation’s major industries including
US-owned holdings in telecommunications, mining,
tourism, and agriculture.

Peru’s army leadership was primarily reformist; its
Navy was not. This led to serious dispute within the
military over policy. Still, the Velasco leadership
clique prevailed and from the outset made an emphat-
ic statement of independence from the United States
by expelling its military assistance team from Peru in
1969. Anti-US feelings had grown in the Peruvian
army and air force when, in 1967, Congress blocked
the sale of Northrup FSA Freedom Fighter airplanes
to Peru on the grounds that it conflicted with Alliance
for Progress goals emphasizing economic develop-
ment over military spending. This Congressional
action came on the heels of the US sale of Skyhawk
attack bombers to Argentina and, more importantly,

Hunter attack fighters to Chile in 1967. Congress
went even further and blocked the sale of six British
Canberra bombers by using a clause in an Anglo-
American leasing agreement dating back to the
Marshall Plan. The Belaunde regime was thus forced
by military pressure to purchase twelve far more ex-
pensive Mirage V fighters. This type of episode would
be repeated during the government of Alberto Fuji-
mori regarding the purchase of MIG 29 fighters from
Belarus after a major border clash with Ecuador.
Clearly, the case of Peruvian ‘“‘exceptionalism” re-
garding arms sales remained a consistently troubling
issue in US-Peruvian relations.

As a result of the enmity created by the F5A
cancellation, the Velasco government was not inclined
to buy US arms when it set out to rebuild the
army’s armored division and augment the air forces
fight-bomber capability in the early 1970s. Although
influential army leaders such as General Jorge
Fernandez Maldonado later insisted that arms sales
talks were conducted with the United States, France,
and Israel in good faith, Peru’s military government
also solicited offers from the Soviet Union and quickly
agreed to a package of arms purchases from Moscow
that were by far the largest by any nation besides Cuba
in all of Latin America. In a series of purchases be-
tween 1973 and 1976, Peru purchased Sukhoi SU 22
fighter bombers, AN-26F Antonov aircraft, T-54 and
T-55 medium tanks, 122 and 133 armored personnel
carries, Mi-6 and Mi-8 helicopters, and SA-3 and SA-7
surface to air missiles. They soon led to the stationing
of as many as one hundred Soviet military advisors in
Peru over the course of the 1970s and 1980s. Addition-
ally, significant numbers of Peruvian army and air
force personnel were trained in the Soviet Union. Ten-
sions between Peru and Chile rose significantly as
many military observers in the United States and
Latin America predicted that major military conflict
between Chile and Peru would take place as the one
hundredth anniversary of the War of the Pacific drew
closer in 1979. Washington’s policy of Peruvian “‘ex-
ceptionalism” had clearly backfired with regard to
broad Cold War objectives. But the ouster of General
Velasco in August 1975 and the more moderate poli-
cies of his successor General Francisco Morales Ber-
mudez (1976-1980) soon reduced diplomatic tensions
except with the lingering problems with Ecuador.

Border Conflict Between Ecuador and Peru

At the end of World War II, Peru had a single border
issue: the international frontier demarcation of its
border with Ecuador according to the Rio de Janeiro
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Protocol of Peace, Friendship, and Limits, signed on
January 29, 1942, at Rio de Janeiro, and agreed to by
both governments following the retreat of the Peru-
vian troops from Ecuadorian territories occupied dur-
ing the war both countries fought in the previous
year. The governments of Argentina, Brazil, Chile,
and the United Status acted as guarantors of that
protocol.

Many Peruvians were disappointed with the out-
come of the Rio de Janeiro negotiations, considering
it unacceptable that after winning a war their country
should return those territories they believed were
granted by a Spanish Royal Decree of 1802. On the
other side of the border, many Ecuadorians consid-
ered that the Rio Protocol sanctioned a significant
loss of territories that at some stage had belonged
to the Audiencia of Quito, and thus they considered
them to be part of Ecuador’s patrimony. In reality,
the borderline corresponded to human occupation of
the zone instead of the legal arguments raised by both
countries for more than a century of border disputes.
The Rio Protocol validated the effective presence of
Ecuadorians in the upper jungle, with agricultural
soils, and with large oil fields which will be discovered
years later, and of Peruvians in the larger area cov-
ered by the lower jungle, with very poor soils.

The process of demarcation had to overcome fifteen
differences, and the Brazilian arbiter accepted by both
governments resolved ten of them in favor of Ecuador
and five in favor of Peru. But eventually, a conflict
arose over the true course of the Cenepa River.

In 1951, President Galo Plaza of Ecuador
announced that his country could “never accept” a
final boundary that did not recognize its rights to a
sovereign outlet to the Amazon through the Maranon
river. The situation became even more complicated
in August 1960, when Ecuadorian President Velasco
Ibarra declared the Rio Protocol null and void. The
first major conflict since 1941 was fought in January
1981, when Ecuadorian military posts were discov-
ered in the Peruvian part of the Cordillera del Con-
dor. Peruvian President Fernando Belaunde Terry
ordered the Peruvian Armed Forces to evict the inva-
ders, and the fighting lasted almost a month, with a
number of casualties on both sides. The issue re-
mained unresolved as another similar border incident
flared in 1991.

Again, this incident was quieted without resolving
the demarcation problem. The Ecuadorian govern-
ment then proposed the Pope’s mediation on the
matter in 1992, but the Peruvian government
responded instead with the first official visit of a
Peruvian President to Ecuador. During his visit,
President Fujimori announced that Peru was willing
to go ahead with the final solution to the border
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problem, framed by the Protocol of Rio, intending
not only to complete the demarcation process, but
also to establish the roads and port facilities necessary
for ready access by Ecuadorians to the Amazon River.
Fujimori also called for the creation of a Border
Integration Zone and the establishment of a public
and private plan of investments in that area to com-
pensate for its low level of development. Fujimori’s
proposal, reinforced by a second visit to Ecuador in
August 1992, received no answer, and the situation
remained static until January 1995 when a new
military conflict erupted in the Alto Cenepa.

This conflict involved almost five thousand men,
and both sides suffered significant casualties. Al-
though the fighting was limited to the Alto Cenepa
zone, there was a constant danger that it could become
a general war all along the Peru-Ecuador border. On
February 17, both governments signed a peace decla-
ration at Brasilia, agreeing to initiate conversations in
order to find solutions to their differences, whereas the
Guarantor countries formed a Military Observation
Mission Ecuador/Peru (MOMEP) to avoid further
incidents.

After several meetings, in October 1996 the
governments of Peru and Ecuador agreed to seek a
final solution to their border problems, framed by the
Rio Protocol. Accordingly, a new stage of negotia-
tions began, which lasted until January 1998 when
four commissions were established to prepare propo-
sals on a Treaty of Trade and Navigation, a Broad
Agreement of Border Integration, to define the final
border line and to establish some mechanism for mu-
tual trust and security. During the following months,
the four commissions met several times in the capitals
of the Guarantor countries, being able to conclude
their proposals by mid-1998. The most sensitive was
the disposition of the final borderline. This was adju-
dicated with the help of two juridical-technical groups
formed by experts of the Guarantor countries. The
opinion of these two teams was very difficult to accept
by the Ecuadorian public, leading to new border ten-
sions and to a point that in August 1998 it was feared
that a general conflict would again erupt between
both countries. The situation was finally solved
when the Guarantors proposed that the Peruvian
government should offer to Ecuador a square kilome-
ter as private property in Tiwinza, an area at the
Cenepa valley where the Ecuadorian resistance lasted
to the very end of the 1995 conflict. That offer was
finally accepted by Ecuador, and on October 26, 1998,
a set of treaties were signed at Brasilia that put and
end to that centuries-old border dispute. Those agree-
ments opened a new era on Peru-Ecuador relations,
and established new hopes for those Peruvians and
Ecuadorians living in the border region.



ANDEAN SOUTH AMERICA: INTERNATIONAL RELATIONS

Peru, Chile, and Bolivia

Peruvian relations with Chile and Bolivia were
strongly influenced by the outcome of the War of
the Pacific (1879-1883). According to the treaty of
1929, between Peru and Chile, the province of Tacna
was returned to Peru, whereas the province of Arica
remained definitively in Chilean hands. That treaty
established the new frontier between both countries
and the Chilean obligation to provide a number
of facilities for Peruvian use of the port of Arica.
Although some attempts were made to fulfill this
obligation, with port and rail lines being constructed,
the Tacna-Arica, this issue was only finally solved in
the year 2000, when both governments agreed that the
Chilean obligations acquired seventy years before had
already been met.

A protocol signed as a new clause to the 1929
treaty obligated Peru and Chile to refrain from trans-
ferring to a third country the territories of Tacna and
Arica, without previous consent of the other nation
involved. In practical terms, it meant that any
Bolivian aspiration to obtain a sovereign seaport
through those territories would require Peruvian and
Chilean agreement. Due to that, when in 1950, the
governments of Bolivia and Chile initiated negotia-
tions about a possible seaport for the former, the
Peruvian government showed its opposition to any
cession of territories that were previously part of
Peru. As part of these negotiations there were some
discussions about Bolivian compensation to Chile
with water from Lake Titicaca, a possibility that was
also rejected by the Peruvian government as co-owner
of that lake. To ratify this position, on July 30, 1955,
Peru and Bolivia signed a joint declaration that
included several topics of integration, as well as a
mutual recognition of their sovereignty on the waters
of Lake Titicaca, “which only could be used with
mutual consent of both states.” Two years later, on
February 9, 1957, both countries signed an additional
convention to develop a plan for the common use of
the waters of this lake, agreeing also to build a road
between the seaport of Ilo and La Paz. For a number
of reasons, these international agreements were only
ratified in 1987. With Brazilian funding, the road
began to be constructed in 2004.

In 1975, the Bolivian government began new nego-
tiations with Chile aiming to obtain a sovereign
littoral, receiving as response an offer of a thin por-
tion of land north of Arica, along the Peruvian
border. This territorial cession would be in exchange
of territorial compensation elsewhere in Bolivia. Hav-
ing been consulted, in 1976, the Peruvian government
expressed its intention to accept that transaction only

if a special zone was created between the city of Arica
and the Peruvian border, under the sovereignty of the
three nations. Chile rejected the Peruvian proposal,
arguing that such arrangement would change in a
substantial way the 1929 treaty. These consultations
were conducted at a time when Peru was in a clear
process of strengthening and modernizing its military
power, mainly with soviet armament, creating a
growing concern in Chile on the possibility that Peru
could use that power to recover, by force, those
territories lost in the War of the Pacific, whose
centennial was about to be commemorate in 1979.
Even when the presidents of Peru, Bolivia, and
Chile met informally in Washington to talk about
the Bolivian aspirations, relations between Peru and
Chile remained tense and reached a crisis in late 1978,
when a Chilean espionage network was discovered in
Peru. This led to the expulsion of some Chilean diplo-
mats and the withdrawal of both ambassadors.

This situation lasted until the end of the Military
Regime, and in 1980, when both countries appointed
new ambassadors, the situation normalized. The ad-
ministration of presidents Fernando Belaunde Terry
and Alan Garcia (1985-1990) sustained the previous
position regarding a possible solution for the Bolivian
seacoast problem, and Garcia opened negotiations
with Chile aiming to reduce tensions along the border
by withdrawing military forces from the area and
fulfilling the pending issues of the 1929 treaty. Al-
though these negotiations did not achieve their
goals, a mutual negotiating process was established
by regular meetings of the military representatives of
both countries. The Chilean government also built a
new rail station at Arica for use of the Peruvian line
connecting that port with Tacna. Other details were
worked out to ensure the autonomy of the operation
of a Peruvian pier constructed in that area. Also
ratified was the viability of some Peruvian properties
in Arica.

In this context, in February 1987, when Peru and
Bolivia finally appointed a binational Authority for
Lake Titicaca, according the agreements of 1955 and
1957, President Garcia’s government declared that
Peru would be ready to accept a Chilean cession to
Bolivia a thin strip of land in its former territories,
provided Peruvian interests in that zone were not
affected.

In the 1990s, under President Fujimori, the Peru-
vian economy was opened to foreign investment, the
majority of which came from Chile. This created un-
precedented strong economic links between the two
nations. However, bilateral relations were still over-
shadowed by the pending issues of the 1929 treaty.
In May 1993, both governments signed the Lima
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Conventions. Both governments agreed to put aside
these conventions in 1995 and continue negotiations
to reach a final solution to those long-term pending
issues. Meanwhile, the Peruvian government signed
two other agreements with Bolivia, in 1996 and 1997,
aiming to avoid its interference in its negotiations
with Chile. Finally, Peru—Chile negotiations ended
in November 1999, and early the following year,
Peru received the facilities built by Chile in Arica for
its use.

Besides the emotional value of the Peruvian pres-
ence in Arica, the operation of a pier at that port is
part of a larger issue, the long-standing dispute of
Peruvian and Chilean ports to control the Bolivian
market. In this context, in 1992 Peru and Bolivia
signed the agreements of Ilo, which provide the latter
with a portion of tax-free land for industrial purpose
and another one for a beach for leisure use. In return,
the Bolivian government gave similar facilities to Peru
at Puerto Suarez on the Paraguay River. The only
pending issue with Chile now is the maritime interna-
tional limit with arbitration recently requested by the
International Court of Law at The Hague.

Regional Issues

By the late 1940s, General Odria’s regime was
attempting to attract foreign investment to help the
country with industrialization. Most of the response
came from the United States, which reinforced the
already strong Peruvian dependence on the North
American economy. When Manuel Prado (1956-
1962) took office in 1956, he tried to diminish such
dependency by fostering economic trade with Europe
and other Latin American nations. In this context,
Peru took part in efforts to create a free Latin Ameri-
can trade zone, signing an agreement in February
1960, with other six countries, creating the Asociacion
Latinoamericana de Libre Comercio (ALALC, Latin
American Free Trade Association). Despite the free
trade of this institution, the process was ineffective.
Thus Andean countries began conversations leading
to create another mechanism to help their develop-
ment efforts. As a result of that, in August 1966, the
Presidents of Chile, Colombia and Venezuela, as well
as the President of Ecuador and the Peruvian Foreign
Minister, met and agreed at Bogota, Colombia that
they would make their best effort to promote the
Latin American economic integration process and to
undertake joint steps to accelerate the progress of
those countries that were less developed. Three years
later, on May 26, 1969, Bolivia, Chile, Colombia,
Ecuador, and Peru, followed by Venezuela in 1973,
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signed the Cartagena Agreement, establishing the
Mercado Comun Andino (Andean Common Market),
with headquarters at Lima. The main goal of this new
institution was to promote a well-balanced and har-
monious development of the country members. In
contrast with the European integration process,
Andean countries sustained a relatively small com-
mercial exchange and significant political issues, as
we have seen, impeded the process of integration.

Although some important measures were taken in
the first years of the Grupo Andino, the process has
slowed since 1975, mainly because differences about
the treatment to foreign investment. Following its
“Chicago School” of economic development Chile
left the group in 1976. Some other problems arose
with the regard to inter-regional trade. This issue
was particularly sensitive to Peru because it depended
heavily on regional markets to sustain its industry.

That situation lasted until the beginning of the
Fujimori government, which made some efforts to
reinforce the Peruvian commitment to the Grupo
Andino, Fujimori supported the political integration
process more than an economic one. According to this
new approach to the integration process, in 1991 Peru
signed the Caracas Declaration, agreeing with the
other Andean countries to establish a free trade zone
by January 1992 and a common market by 1995.
However, Peruvian relations with other Andean
countries suffered a major setback when on April 5,
1992, President Fujimori closed the Congress, thus
abrogating the Constitution. This situation, and the
Peruvian process to repair its shattered economy as
the result of the war with Sendero Luminoso, led to the
announcement in August 1992 that Peru was tempo-
rarily withdrawing from the Grupo Andino in those
aspects related to a common import tax, which in fact
was crucial to the commercial integration effort.
In 1997, after special negotiations, Peru agreed to
gradually apply that common import tax.

Another topic of regional cooperation was the
defense of the two hundred maritime miles thesis,
proposed initially as we have seen, by Chile and
Peru (1947), and afterward by Ecuador (1950). The
three countries met at Santiago, Chile, in 1952 and
agreed to proclaim their sovereignty and exclusive
jurisdiction on a minimal distance of two hundred
nautical miles from their coast, inorder to preserve
resources in that maritime zone and its continental
platform. Such a proclamation was strongly opposed
by several developed countries, especially the United
States and Japan. As part of the effort to defend their
maritime resources, in 1952, Chile, Ecuador, and Peru
created the Comision Permanente del Pacifico Sur
(Permanent Commission of the Southern Pacific),
being joined in 1979 by Colombia. The headquarters



of this commission has rotated since then until the year
2000, when it finally permanently established at
Guayaquil, Ecuador.

Conclusion

Even with active movements toward globalization in
the Andean region, progress against nearly universal
problems of poverty, poor health standards, and the
establishment of stable ethnic and cultural identities is
progressing very slowly. Still, long-standing and
potentially volatile issues such as the Peru—Ecuador
border dispute and differences among Chile, Bolivia,
and Peru are now resolved, allowing these nations to
cooperate at an international level never before possi-
ble. US—-Andean relations are at the moment far too
one-dimensional. Focused as they are primarily on
the drug trade, funds that could be earmarked for
other development issues are generally not available.
As long as US interests remain primarily focused
upon the Middle East, this situation will remain the
same. Meanwhile, the internal politics of the Andean
region is rapidly changing. The trend toward greater
participatory democracy is continuing, especially
among indigenous groups. But indications are that
this trend will hardly be synonymous with US
policies in the region.

DANIEL M. MASTERSON AND JORGE ORTIZ SOTELO
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ANGLICAN COMMUNION

The Anglican Communion is the name of the associa-
tion of Christian churches and leadership that follow
the traditions of the Church of England, as contrasted
with those of the Roman Catholic Church or other
Anglican or Christian sects. While the Anglican and
Roman churches both have their roots in the western
Christian tradition, the churches of the Anglican Com-
munion follow certain different traditions. The
churches of the Anglican Communion are very active
in the developing world, due in part to the British
colonial roots in many regions. As of early 2005,
more than forty separate organizations were members
of the Anglican Communion. However, the churches
of the Anglican Communion are not limited to former
British colonies; the Anglican Communion is active
throughout Africa, South America, and parts of Asia
that were never under British control. Since the 1950s,
this organization has worked to develop independent
“provinces” (regional church organizations) that are
united by their common beliefs and traditions.

The Anglican Communion differs from the Roman
Catholic church in that the Anglican church is based on
four “instruments of unity,” which are the acceptance
of the Archbishop of Canterbury as primate (leader of
the church); the Lambeth Conference (which takes
place once every ten years); its Primates (archbishops
and presiding bishops of the regional churches);
and the Anglican Consultative Council, a lower-level
association of ordained and nonordained church mem-
bers. The Primates and the Anglican Consultative
Council have meetings of their organizations every
two to three years. An ongoing effort of The Anglican
Communion is the reconciliation of the various
branches of Christianity.
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This effort to unify the various branches of Chris-
tianity is based on the Anglican Communion’s use of
the policy of adiaphora, the belief that while many
practices of different churches may vary from one
another, these practices should not divide people
from their fundamental beliefs that are derived from
scripture. Adiaphora, when applied to the many prac-
tices that divide Christian (or other religious) denomi-
nations, would in theory help to preclude the schisms
that fragment the followers of essentially similar
beliefs. As of the year 2005, the Anglican Communion
faced a crisis of this basis, which resulted from the
ordination of a US bishop who was involved in a
same-sex union. The more traditional provinces of
the Anglican Communion objected to the ordination,
feeling that the US diocese had rejected the Anglican
Communion’s ban on sexual relationships outside of
marriage.

The Anglican Communion should not be confused
with the Traditional Anglican Communion, a much
smaller group that split off from the Episcopal
Church in 1977 over doctrinal issues such as the role
of women as clergy. Groups such as the Traditional
Anglican Communion do not recognize the authority
of the Archbishop of Canterbury and are held to be
“not in communion’ with the Anglican Communion.
The confusion between these groups arises over the
common use of the word “Anglican.”

Many of the groups that have split from the estab-
lished Episcopal or Anglican churches maintain that
they are following the correct doctrinal path, believ-
ing that the older organizations have deviated from
correct beliefs and procedures. This is very similar to
the justification used by King Henry VIII to justify his
establishment of the Church of England in the 1530s,
that the Roman Catholic Church had strayed from
traditions and that Henry’s church followed the
correct path.

TraoMmAS P. DoLAN

References and Further Reading

Simcox, Carroll Eugene. The Historical Road of Anglican-
ism. Chicago: H. Regnery, 1968.

The Windsor Report 2004 of The Lambeth Commission on
Communion.

Welsby, Paul A. A History of the Church of England,
1945-1980. London: Oxford University Press, 1984.

ANGLO-IRANIAN OIL COMPANY

(AIOC)
On May 28, 1901, Mozaffaredin Shah Qajar, the shah
of Iran, granted William Knox D’Arcy, a British
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capitalist and speculator, a concession for sixty years
to explore for oil in Iran. In return the shah was
to receive twenty thousand pounds cash, a similar
amount in shares, and 16% of the annual profits.
With the help of the British Admiralty, a deal was
struck with Burmah Oil, which provided additional
capital. On May 26, 1908, a gusher of oil rose about
fifty feet above the drilling rig in Masjed Soleiman.
The Anglo-Persian Oil Company was formed in 1909.

In August 1914, the British government acquired a
51% interest in the company. In the meantime, the
company reached an agreement with the Admiralty to
supply it with oil at a discount price.

From the start the Iranian government and the
company could not see eye to eye on some issues.
Extensive negotiations over royalty payments were
conducted between the two sides. These negotiations
did not bear fruit, and the British government took
the matter to the League of Nations. The outcome
was that the two sides were advised to go back to
negotiations. Iran, however, did not have many
options: Britain was the dominant superpower and
Iran needed the oil revenues. Soon a new concession
was agreed upon that increased Iran’s share of the
company’s profits, extended the concession period to
1993, and reduced the area under concession by 80%.
In 1935, the company was renamed the Anglo-Iranian
Oil Co.

During World War II, Iranian oil fields were
deemed crucial for the war efforts. One reason for
the invasion of Iran by the British and Russian forces
in August 1941 was to safeguard the oil fields.

During its years of operation in Iran, the company
grew tremendously. The company built a modern
refinery, which was the largest in the world, in
Abadan on the Persian Gulf. It had subsidiaries
around the world.

After the war, nationalism was on the rise, Britain
had lost its status as a world power, and US compa-
nies had offered fifty-fifty profit sharing deals to Mid-
dle Eastern countries. In early 1951, Dr. Mohammad
Mosaddeq, the champion of oil nationalization,
became the prime minister. He ordered the takeover
of oil installations, and British employees of the com-
pany left Iran. Over the next two years, a tug of war
continued between Iran on one side and the company
and the British government on the other. The British
government imposed economic sanctions and
threatened military action against Iran.

August 19, 1953, witnessed a growing street protest
against the government, which was later joined by
some military and police units and personnel. By the
end of the day, the government was overthrown,
and General Fazlollah Zahedi became the prime
minister.



After Mosaddeq’s downfall, extensive negotiations
were held among the United States, Britain, and
Iran to find a new arrangement to restart the Iranian
oil industry. In October 1954, the Iranian parliament
ratified an agreement with a consortium of oil
companies to operate the Iranian oil industry. The
company had a 40% share in this consortium. The
rest of the shares were divided between five US majors
(40%), Shell (14%) and Compagnie Frangaise des
Pétroles (6%). The company changed its name to
British Petroleum (BP) in the same year.

KAMRAN M. DADKHAH
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ANGOLA

Located along the southwestern coastal region of
Africa, Angola roughly approximates the size and
shape of Egypt. The country stretches south of the
lower Congo River except for a small enclave,
Cabinda, lying north. The population of 11 million
is divided into an intricate web of varying ethnic
groups. As almost all peoples of Southern Africa,
most Angolans speak various dialects or languages
of the Bantu family. More than three-fourths of the
population resides in the northwest quadrant of
the country, concentrating the country’s three major
ethnic and linguistic groupings.

In the southern third of this quadrant is the largest
group, the Ovimbundu, who comprise almost 40% of
Angolans. They speak Umbundu, and their territory
stretches up from the Atlantic Ocean into the Benguela
Plateau, west and south of the Benguela River.

To the north of the Ovimbundu, between the
Cuanza and Longa rivers in the south and the
Dande River in the north, are the Mbundu, who
speak Kimbundu. Representing about one-fourth of
Angolans, they are settled from the coast into the
Malanje Plateau, below the Benguela. The national
capital, Luanda, is located in this region, lying on
the coast midway between the Cuanza and Dande
rivers. Its population of more than a million contains
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a mosaic of all the ethnic and linguistic groupings
of Angola.

Above the Dande River and descending to the
Congo River are the Bakongo. They speak Kikongo
and amount to one-sixth of Angolans. To the south
and east of these three groups lies the remaining
fourth of the population. Varying from portions
of 2%-10% of the population, these Bantu-speaking
inhabitants are settled in an arc from south to east-
northeast that comprises the Herero, Nyaneke-Humbe,
Ovambo, Xindonga, Nganguela, and Lunda-Chokwe,
respectively.

Two non-Bantu speaking groups inhabit the dry
far south. The Click-speaking Khoisan representing
2% of the population, are bush people pushed into
this region centuries ago by the advancing Bantu.

Another 2% of the population is mesti¢o, of mixed
African and Portuguese colonial breeding. Speaking
primarily Portuguese, they are interspersed through
the western half of the country and especially in the
capital.

Since the end of the fifteenth century, the Portu-
guese have been a crucial factor in the development,
or lack thereof, of Angola. As they made their
voyages of discovery during the fifteen century along
the coasts of western and eastern Africa, and on to
Asia and Brazil, Angola became important as a
source of slaves, who were shipped across the Atlantic
to the Americas. This trade reached its peak in the
eighteenth century and lasted into the middle of
the nineteenth century. During the period and with
the connivance of local chiefdoms, several million
Angolans were shipped across the ocean.

Angola, which holds significant resources of dia-
monds, iron ore, and petroleum, was one of the last
major colonies that Portugal held into the twentieth
century. Through the 1930s to the early 1970s, a fascist
regime controlled Portugal. After World War 11, with
independence movements sweeping Africa, the Portu-
guese authoritarian regime increasingly had to use
military force to keep Angola. During the 1960s, three
Angolan independence movements arose, concen-
trated among the Bakongo, Mbundu, and Ovimbundu.

In 1974, the Portuguese overthrew their fascist
regime and the following year granted Angola inde-
pendence. The three independence movements, how-
ever, rather than uniting, began a protracted civil war
that has devastated the country ever since. These
factions comprise the following: the National Front
for the Liberation of Angola (FNLA, a Portuguese
acronym), the National Union for the Total Indepen-
dence of Angola (UNITA), and the Popular Move-
ment for the Liberation of Angola (MPLA). Until
the early 1990s, each faction received outside aid
from countries reflecting the ideologies and strategic
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interests of the Cold War. Although that war has
ended, the Angolan strife has continued into the pres-
ent century, maintained by the momentum of rivalries
and resources of the three factions.

The head of the MPLA, José Eduardo dos Santos,
has been president of the country since 1979. With
power concentrated around Luanda and among the
Mbundu, he received international backing from the
Soviet Union and Cuba. He consistently blocked
UNITA leader Jonas Savimbi from occupying the
presidency. Savimbi’s power lay with the Ovimbundu,
and his foreign support included the United States and
South Africa. The FNLA, with varying leadership,
received support from the People’s Republic of China,
the Chinese thereby countering their Soviet rival.

Decades of warfare have created an economy and
society in shambles. The purchasing power of the
gross domestic product is little more than eleven bil-
lion dollars, no more than a thousand dollars per
capita. Life expectancy is just under forty years, and
the infant mortality rate is almost two hundred per
one thousand live births. More than two-fifths of
the population is below age fourteen and over half
are between fifteen and sixty-four years of age. Only
3% of the population has survived to age sixty-five
or older. Just two-fifths of the population over age
fifteen is literate, and the rate of literacy among males
is twice that among females. Many people, especially
young males, have lost legs and arms due to land-
mines. More than two-fifths of the population adheres
to animist religions; more than one-third is Catholic;
and about one-sixth is Protestant.

Angola is a society almost totally fractured along
ethnic, linguistic, economic, political, military, and
religious fault lines. No conjunction of interests has
emerged to form a sustaining national majority. The
country has wealth that could serve as a great benefit
to its inhabitants. These resources have in practice,
however, been a lure resulting in debilitating compe-
tition and conflict. An estimated 1.5 million people
have died from the combat and violence that have
continued since independence.

The death of Jonas Savimbi in 2002 prompted
UNITA to initiate a truce with the government,
which has so far endured. Most enduring, however,
is the wreckage of Angola after decades of warfare.

EDpwaArD A. RIEDINGER
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ANGUILLA
Anguilla, the northernmost of the Leeward Islands, is
an overseas territory of the United Kingdom. The
colony, which lies 240 kilometers east of Puerto Rico
and eight kilometers north of St. Martin/St. Marteen, is
twenty-six kilometers long and six kilometers wide.
There is virtually no arable land on the ninety-one-
square-kilometer flat coral island. Two small islands
lying off the coast of Anguilla—Scrub Island and Dog
Island—account for the remainder of the colony’s 102
square kilometers of land. The beautiful beaches along
the colony’s sixty-one-kilometer coastline, in addition
to the virtual lack of crime on the island, make Anguilla
an ideal tourist destination. The majority of Anguilla’s
thirteen thousand inhabitants are descendants of Afri-
can slaves. About 10% of Anguilla’s people live in The
Valley, the capital. Most people are devout Anglicans
and Methodists. Anguilla is a member of the British
Commonwealth of Nations and an associate member
of the Organization of Eastern Caribbean States.
Anguilla was first colonized by English settlers
from St. Kitts in 1650. In the early nineteenth century,
much to the chagrin of the people living on the island,
Anguilla was incorporated into a single administra-
tive unit with St. Kitts and Nevis. In 1967, in an
island-wide referendum, virtually the entire popula-
tion voted for secession from St. Kitts and Nevis.
Following a secession revolt led by Ronald Webster
in 1969, the British military intervened to restore
order and stability. In 1980, the British government,
in preparation for the independence of St. Kitts and
Nevis in 1983, officially made Anguilla a separate
British dependency. Most of Anguilla’s people do
not support total independence. Anguilla is seeking
to consolidate its dependence on the colonial power
and integrate itself into the global economy.
Although British officials are responsible for de-
fense and foreign relations, local elected officials are



responsible for all internal affairs, except security.
Anguilla is administered under a constitution that
took effect on April 1, 1982. Queen Elizabeth II is
represented locally by a governor—Peter Johnstone
since 2000—who oversees the Executive Council and
the House of Assembly. The governor is appointed by
the British government. The House of Assembly con-
sists of 11 members—seven elected members, who are
elected by the people of Anguilla every five years; two
ex officio members, the attorney general and the per-
manent secretary for finance; and two other members,
nominated by the governor after consultation with
the chief minister. Although appointed by the gover-
nor, the chief minister—Osborne Fleming since
2000—is normally the leader of the majority political
party in the House of Assembly. The Executive Coun-
cil consists of a chief minister and not more than three
other ministers appointed by the governor from the
elected members of the House of Assembly and the
two ex officio members.

During the 1980s, the House of Assembly empha-
sized a policy of revitalizing the island’s economy
through tourism and foreign investment. Anguilla’s
economic growth has been a direct result of its im-
proved standing as a tourist attraction, which pro-
vided revenue for the private sector through tourist-
related services and for the public sector through
increased duties. The Caribbean Development Bank
(CDB) funded the construction of a new airport ter-
minal to facilitate the flow of tourists. In 1978, fewer
than five thousand tourists visited Anguilla. In 1990,
the number of tourists approached one hundred thou-
sand. Although tourism has provided lucrative in-
come for the island, the annual threat of hurricanes
limits the expansion of the tourism industry. Salt
exports to Trinidad and Tobago, offshore banking,
and workers’ remittances from abroad have contrib-
uted to the growth of the economy.

Economic development, however, has led to politi-
cal and social controversy in Anguilla. The uncon-
trolled growth of foreign-owned villas on the coast
caused real estate prices to soar and threatened to
damage the vulnerable ecosystem on the island. In
response, the House of Assembly responded with leg-
islation that regulated the height and size of beach-
front homes. In addition, restrictions were placed on
land sales to foreigners. The attempt by hotel owners
to open casinos caused a fiery debate among Anguil-
la’s deeply religious population. Although maintain-
ing their moral and ethical integrity, the people of
Anguilla are losing valuable tourist dollars. The ex-
pansion of offshore banking, once seen by Anguilla’s
politicians as the panacea for economic development,
has not provided the economic windfall previously
envisioned. Rather, the island’s banking industry has
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come under the scrutiny of the US Internal Revenue

Service, which suspected money laundering from drug

trafficking in the offshore banking facilities.
MicHAEL R. HALL
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ANTIGUA AND BARBUDA

The country of Antigua and Barbuda is situated in the
Leeward Islands of the eastern Caribbean. Antigua is
approximately 108 square miles, whereas its sister isle,
Barbuda, is about sixty-two square miles. The nation
also encompasses another smaller uninhabited island,
Redonda, which is little more than half a square mile
and houses a nature preserve. Both Antigua and Bar-
buda are flat islands bounded on the west by the
Caribbean Sea and on the east by the Atlantic
Ocean. These islands enjoy a tropical climate but are
susceptible to droughts, with annual rainfall averag-
ing about forty-five inches, and hurricanes, with the
annual hurricane season lasting from July to October.
Coral limestone, swamplands, and mudflats compose
Barbuda’s topography; it also contains the largest
saltwater lagoon in the Caribbean. Antigua has a mix
of volcanic hills and plains in the south and west and
calcareous limestone soil in the north and east.
Antigua’s shoreline contains many natural harbors
and beaches. Barbuda also has beaches and a large
western harbor. Population estimates vary, but gener-
ally figures total about seventy thousand people, with
98% of this number residing in Antigua. The po-
pulation growth rate is approximately 0.6%. The
nation’s capital is St. John’s, located in the northwest
section of Antigua.
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After a period of Amerindian settlement by
Arawaks and Caribs dating back to 3100 BC,
Antigua and Barbuda’s period of European occupa-
tion began with the arrival of Columbus in 1493.
After Spanish and French attempts at settlement,
the British assumed control of Antigua in 1632 and
Barbuda in 1678. The British began production of
tobacco in Antigua, but by the 1650s, this crop was
abandoned for the more successful sugar cane, which
was manufactured regularly for commercial export
for more than three centuries afterward. Barbuda’s
topsoil could not support commercial plantation sys-
tems of this kind, and its inhabitants engaged in
skilled trades, small-scale farming, livestock raising,
or lumber production. The Codringtons, a prominent
British sugar-planting family, held Barbuda under a
two hundred-year private lease starting in 1685 and
used the island’s natural resources to supply their
Antiguan sugar estates. Antigua was populated by
the constant influx of enslaved persons from West
Africa that continued until the British government
outlawed slavery in 1834. Slave importation into Bar-
buda generally ended in the mid-1700s, and the pop-
ulation there grew naturally thereafter.

After emancipation, sugar continued to dominate
Antigua’s economy for more than a century, despite
the lag in British West Indian sugar in the world mar-
kets from the mid-1800s onward. Like elsewhere in the
Caribbean, by the early twentieth century, a trade
union movement was borne from workers’ dissatisfac-
tion with unpredictable wages and unsavory working
conditions in Antigua. Trade unionists also began po-
litical organizing from the 1930s onward, commencing
the process toward self-government. Mainly through
the island’s foremost union, the Antigua Trades and
Labour Union (ATLU), local leaders spearheaded
massive strikes and advocated constitutional reform
in the 1940s. The ATLU president, Vere Cornwall
Bird, also successfully pushed for full adult suffrage
in 1951. By 1967, the constitution was rewritten to
grant Antigua full internal self-government, officially
becoming an Associated State of Great Britain. Bird
was elected as Antigua’s first Premier. At the same
time, the Antiguan government took control of
the collapsing sugar industry and introduced other
industries to the island, particularly tourism.

Bird and the Antigua Labour Party (ALP), the po-
litical arm of the ATLU, dominated local elections and
tolerated little opposition from the 1950s through the
1990s. The Bird government displayed severely author-
itarian tendencies, and repeated instances of corrup-
tion and scandal overshadowed their contributions to
political and economic progress. But in addition to a
1971-1976 term as Premier by George Walter, a former
ATLU leader who seceded to form an opposition
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union and political party, the Progressive Liberation
Movement, Antigua remained firmly under ALP
control. Bird served as Premier from 1976 onward
and became Prime Minister when Britain granted full
independence in 1981. He retired in 1994, and his son,
Lester Bird, was elected to office. The Bird stronghold
ended in 2004, when the current opposition political
party, United Progressive Party, won elections and the
party leader, Baldwin Spencer, became Prime Minister.

Antigua and Barbuda’s economy, formerly domi-
nated by commercial agriculture, became largely
dependent on tourism during the late twentieth centu-
ry. Presently, tourism remains the major focus of the
government, but especially after recent global econom-
ic downturns and lags in international travel, the
government has attempted to diversify the economy
by introducing offshore financial services, information
technology, and telecommunications services. Smaller
industries include construction, manufacturing, and
agriculture. Per capita gross domestic product in 2004
was an estimated $11,000, and unemployment is 11%,
while poverty is 12%. The country suffers from fiscal
imbalances and high levels of external debt, and the
government has attempted to address these issues
through such measures as taxation restructuring and
a reduction in the nation’s overpopulated civil service.

Since the early twentieth century, Barbuda has
remained grossly underdeveloped relative to Antigua,
with various schemes for commercial agriculture
having failed and little resources put toward infrastruc-
ture, education, or services. Generally, residents must
go to Antigua to obtain major goods and services.
Barbuda has a small tourism industry, which, along
with a limited retail sector and fisheries, produces
revenue among its population. Barbudans elect a rep-
resentative to the Antiguan government, but generally
Barbudans consider their political and economic inter-
ests to be disregarded by Antiguans. Murmurings
about secession from Antigua began in 1968; however,
those eventually subsided with the introduction in 1976
of alocal governing body, the Barbuda Council, which
still exists. A tense but stable association between
Antigua and Barbuda continues at present.

Antigua has sufficient infrastructure, with paved
roads, a public bus system, and a deep-water harbor
in St. John’s. St. John’s also is home to an airport
where major regional and international airlines con-
duct regular service. Barbuda has a small airstrip that
allows for travel to and from Antigua only. Adult
literacy in Antigua and Barbuda is estimated at 85%,
and the government provides free and compulsory
education for primary and secondary schooling.
Tertiary educational institutions include the Antigua
State College and the University Centre, a continuing
education branch of the University of the West Indies.



Infant mortality is seventeen per one thousand live
births, and life expectancy is sixty-nine years for men
and seventy-three years for women. Health care is
available through a Medical Benefits Scheme for all
workers and their dependents; the physician-to-
population ratio is eleven per ten thousand, and the
government provides full immunization coverage for
children up to age five. At present, the majority of the
population of Antigua and Barbuda is of African de-
scent, with small numbers of other ethnic groups in
residence, particularly Portuguese, Lebanese, Syrians,
East Indians, and Chinese. Regarding religious beliefs,
the country is largely Anglican (about 75%), with
Catholicism, other Christian Protestant denomina-
tions, Islam, and Rastafarianism also present as well.

NATASHA J. LIGHTFOOT

See also Caribbean: History and Economic Develop-
ment; Caribbean: International Relations
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APARTHEID

Apartheid, or racial segregation, emerged in South
Africa within a unique context of social, political, eco-
nomic, and cultural conditions. These conditions led
South Africa on a dichotomous course of development
in which two realities existed simultaneously. During
the official years of apartheid, 1948-1990, the reality of
the white South African, either Afrikaner or British,
might generally be described as First World, devel-
oped, economically secure, educated, and politically
powerful. Conversely, the reality of the native African
population was a Third World existence, undeveloped,
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impoverished, undereducated, disenfranchised, and
oppressed. Invariably, these two realities between the
minority white population and the majority black pop-
ulation could not coexist peacefully. No amount of
ideology and religious conviction, gold wealth and
economic development, or military and police power
could sustain the white minority apartheid regime. The
disorder, chaos, and economic decline created by
the anti-apartheid liberation struggle, international
sanctions, and multinational divestment, and the
unabashed iniquity of the racist regime led ultimately
to the collapse of apartheid and the creation of a gov-
ernment of national unity with universal and equal
rights for all of South Africa’s citizens.

Prelude to Apartheid

The Europeans, specifically the Dutch, first settled
South Africa in 1652 when the Dutch East India Com-
pany arrived in Cape Town to establish a refreshment
station for its passing ships headed to the Far East. The
British officially arrived in the early 1800s in an effort
to colonize and exploit the area’s rich resources. For
years, the Dutch, British, and Africans coexisted in
relative peace, until as the populations and economy
grew, as land became scarce, and as the government
and individuals became more involved in politics,
peaceful coexistence gave way to greater conflicts
and bloodshed. In 1835, the deeply religious, Calvinist
Afrikaner/Dutch population set out east on a “Great
Trek” to find new land away and separate from the
ever-present British and African, as well as to establish
a community entirely of their own making. The trials
and tribulations of the Great Trek, and the subsequent
years of conflicts with the native African people
and the British, formed a unique Afrikaner identity
and civil society that was believed to be ordained by
God. This belief eventually provided justification for
separate social, political, and economic development
between the races.

The century between 1806 (with British occupation
of the Cape) and 1909 (the establishment of the Union
as part of the British Commonwealth) was considered
a “Period of Revelation” in which God made known
His will to the Afrikaner people. They were to estab-
lish a Christian nation among the heathen natives of
Southern Africa.

After the Union of South Africa was established
and the equality of the two white races was assured by
a constitution, the status of the African population
was degraded to the point of being deemed “‘the colour
problem.” The Africans and colored who had pre-
viously possessed voting rights in the Cape Province
were disenfranchised. Nevertheless, the Afrikaner felt
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inferior to the British during this period of imperi-
alism. English was the language spoken by most (in-
cluding Afrikaners). Afrikaans was merely a folk
language not having yet become fully developed and
accepted as an official language. Governmental
power, as well as economic power, was in the hands
of the British South Africans. The Afrikaners were
either traditional farmers or poor urban dwellers. They
were, in actuality, second-class citizens.

During the first years of the twentieth century, the
Afrikaner volk began to reestablish the identity that
had been decimated during the Anglo-Boer War years
(1899-1902). Their sense of national pride, which was
at its height during the years of the Great Trek, began
to blossom once again. A renewed pride in their histo-
ry, language, culture, and religion resulted in an erup-
tion of civic and political organizations in the early
part of the century, such as the Broederbond (a secret
whites-only organization whose aim was to solidify
Afrikaner power) and the National Party (NP),
which emphasized Afrikanerdom and Christian Na-
tionalism. During this period, the Dutch Reformed
Church (DRC), which initially accommodated all
sorts of believers—slaves, French Huguenots, German
soldiers, and officials—developed into a church iden-
tifying itself with one specific population, namely the
white Afrikaners. Itis at this point that the DRC began
to provide legitimacy for the divisive, exclusionary
policies of racial and ethnic separation, responding to
the political reality of British domination and the
pervasiveness of the African.

The early 1900s saw the development of an Afrika-
ner civil religion based on a belief of their history
being ordained by God. This belief permeated every
aspect of Afrikaner life. “In the Afrikaner civil reli-
gion, God imbues all history with ultimate meaning.
He rules sovereign over the world and works His will
in the affairs of nations—most visible in Afrikaner-
dom (Moodie 1975).” This civil religion ultimately
developed into the civic, cultural, and political
movement of Christian Nationalism.

In response to British domination and the threat
posed by the multitude of Africans, a Christian
National ideology grounded in the theologies of the
Dutch Reformed Church emerged to fulfill the need
for a political organization. The Afrikaner National
Party was founded in 1914 by the Minister of Justice
James Barry Hertzog. In 1934, a faction of the party
led by Dr. Malan, broke away and formed the “pur-
ified” National Party, which was dedicated to the
promotion of Afrikanerdom and unsympathetic to
the British. In 1939, after South Africa joined the
Second World War on the side of England, the two
national parties reunited in an attempt to gain power
from the United Party, which supported the British
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Empire (the national parties favored Germany). The
reconciliation, however, did not last because Hertzog
continued to believe in the unity between English and
Afrikaner white South Africans and insisted on the
principle of equality between them. After Hertzog
resigned from politics in 1940, Dr. Malan took over
the leadership of this version of the National Party. It
was this party, with strong Christian National ideals,
that came to power in 1948 and brought with it the
policies of apartheid.

The Apartheid System

Almost immediately, after the National Party assumed
power in 1948, a multitude of laws were passed further
separating the Africans from the whites. These apart-
heid laws included: the Mixed Marriages Act and the
Immorality Act regulating miscegenation; the Popula-
tion Registration Act, which classified the entire pop-
ulation into various racial and ethnic groups; the
Reservation of Separate Amenities Act, which ensured
the separation of the races in the “‘common areas’’; and
the Groups Areas Act, which classified whole areas of
land as suitable for whites or blacks only. De jure
apartheid was fully entrenched by 1961 when South
Africa removed itself from the British Commonwealth
and became the Republic of South Africa.

The explosion of apartheid laws in the 1950s creat-
ed two realities of development within South Africa.
One reality was that of the white population—devel-
oped, educated, politically and economically power-
ful, ethnically and culturally “superior,” yet besieged
by the perceived threat of Communism and the nu-
merically superior African on whose labor they were
dependent. The second reality was that of the African
population—undeveloped, uneducated, disenfran-
chised, impoverished, and dependent on and held
hostage by the economic and political power of the
Afrikaner government.

While all of the apartheid laws were designed to
isolate, protect, and keep “pure’ the white race (espe-
cially the Afrikaner, who distinguished themselves
from the British), there were some laws that were
especially pernicious and assured that the African
could be identified and thus kept out of sight. The
Population Registration Act of 1950 designed a sys-
tem in which every individual was classified according
to his or her race. The categories included white,
Indian, coloured (people of mixed race), and African.
These categories were further subdivided, often
depending on nuances of physical characteristics and
according to tribal affiliations. Once every individual
was classified, the apartheid government passed the
Group Areas Act under which each racial group



could own land, occupy buildings, and conduct busi-
ness only in the areas that were designated for that
race. This gave an appearance of independent and
free development for each of the races. However, in
reality, if the whites wanted a piece of property that
was occupied by any of the other races, they would
declare it a white area and take it. This began years of
forced removals and violent relocations of entire
African urban communities to lands that were unsuit-
able and far removed from areas of commerce and
employment. In essence, the Group Areas Act insti-
tuted geographic apartheid that was furthered by the
establishment of the Bantu areas. These Bantu areas
or “independent homelands” were designed to allow
each of the native African tribal groups to develop
according to their free will. In reality, they maintained
the status quo where the minority white population
owned 87% of the land in South Africa (land that
was the most fertile and rich in mineral wealth). The
“homelands” were noncontiguous pieces of land,
typically the most unproductive and infertile, and
geographically remote from the white productive
areas. These areas were so underdeveloped and
removed from the commerce of the nation that entire
populations were forced to leave their homes and
families in search of work in the white areas. These
apartheid laws assured a huge reservoir of cheap labor
to work in the factories, the fields, and the mines.

In an effort to maintain the apartheid system, the
government also enacted a number of preservation
measures. The Suppression of Communism Act of
1950 established the process by which individuals
and organizations could be banned, making them
politically impotent. Many prominent anti-apartheid
leaders and political parties were subjected to this
including Nelson Mandela and the African National
Congress (ANC). In addition, the Sabotage Act of
1962 and the Terrorism Act of 1967 gave the govern-
ment the power to indefinitely detain people without a
trial and conduct ambitious investigations and
surveillance activities in an effort to root out would-
be saboteurs and terrorists. These and other measures
created a state that was increasingly militarized and
security conscious. Indeed, a paradoxical tension was
created between the repressive self-preservation
activities of the white government and the growing
anti-apartheid liberation struggle. As the liberation
movement gained momentum and support, the state
inevitably became more repressive.

The Liberation Struggle

During the 1950s, 1960s, and 1970s, the liberation
movement grew despite the fact that most of the
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opposition, anti-apartheid political parties, had been
banned. The movement found outlets through
churches, labor unions, funeral processions, and
other manifestations of civil society. The ANC, before
it was banned in 1960, provided a solid foundation in
which the liberation movement would function. The
Defiance Campaign of 1952 called for the use of boy-
cotts, work stoppages and strikes, and other various
forms of civil disobedience to demand changes from
the state. More than eight thousand people were
arrested and detained during the six-month campaign,
and the membership of the ANC grew substantially.
The adoption of the Freedom Charter in 1956, en-
dorsing the democratic ideals of equality, universal
suffrage and basic individual freedoms resulted in
the arrest and trial of more than one hundred of the
nation’s prominent anti-apartheid leaders. The so-
called Treason Trial endured for more than four years
and ended with a not guilty verdict for all involved.

The year 1960 saw a turning point in the liberation
movement’s willingness to employ only peaceful, non-
violent means of protest. In Sharpeville, an African
township south of Johannesburg, a large crowd gath-
ered peacefully around the police station to protest the
Pass Laws (every African was required to carry a pass
identifying which ethnic group they belonged to and
what tribal area they lived in). The police got nervous
and opened fire on the crowd, killing sixty-nine people,
including women and children, many shot in the back
as they attempted to flee. With this incident, the ANC
decided it was time to form a military wing in an effort
to engage the repressive state on its own terms.

With Nelson Mandela as the commander in chief,
Umkhonto we Sizwe (Spear of the Nation) was
formed in 1961. Mandela defended the actions of the
ANC at the Rivonia Trial that found him guilty of
sabotage and sentenced him to life in prison. He said,
“It was only when all else failed, when all channels of
peaceful protest had been barred to us, that the deci-
sion was made to embark on violent forms of political
struggle. ... The Government had left us no other
choice.”

In the mid-1960s, after Mandela and other ANC
leaders were sentenced to life in prison, the momen-
tum of the ANC slowed as it was forced to function
underground and in neighboring countries where they
trained guerilla fighters. The liberation movement
continued, however, primarily through labor union
activities and strikes and through the rise of the
Black Consciousness Movement (BCM). In 1969,
the South African Students Association (SASO), an
all-black student organization, was founded on the
principle of black theology and black consciousness.
The beginnings of SASO can be traced to the black
caucus that emerged at the national conference of the
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University Christian Movement, held the previous
year. Many of the leaders of SASO and the BCM
were theological students or ordained ministers of
the English-speaking churches. The BCM worked
within civil society for the economic progress of
blacks through cooperative “Buy Black” campaigns
and trade union activity. It adopted slogans such as
“Black is Beautiful,” and ‘“Black man, you are on
your own.”

The BCM posed a new kind of threat to the apart-
heid government—the realization that despite all the
various methods employed to keep the races separate
and distinct, the government could not separate
and divide the African’s consciousness and desire for
freedom from themselves.

In 1976, the students of Soweto, empowered by the
ideals of black consciousness, embarked on a protest
against the requirement that they learn the Afrikaans
language in school (considered to be the language of
the oppressor), as opposed to any of the native Afri-
can languages. The ensuing crackdown of the police
and subsequent riots resulted in the deaths of more
than five hundred (possibly as many as one thousand)
students. The Soweto uprising radicalized the young
urban Africans and gave new energy to the anti-
apartheid liberation movement. Many young people
left the country to be trained as guerillas, while the
upcoming generation of youth would refuse to attend
school until freedom was won.

The World Community and Apartheid

Meanwhile, during these years of intense anti-
apartheid liberation efforts, there was a growing
debate within the Afrikaner community regarding
the ultimate sustainability of apartheid. A verligte,
or enlightened, attitude began to emerge among
some Afrikaners (as contrasted with the traditional
verkrampte, or closed attitude), which thought that
the Afrikaner should begin to take a more generous
and open stance with those who were different at
home and abroad. It encompassed the ideas that
Afrikaners must adapt to the changing realities in
the world, or cease to exist. Even though the verligte
philosophy was met with staunch resistance, it even-
tually did lead to changes in the apartheid policies,
such as the adoption of a new constitution in 1983
that allowed for new, but separate, parliaments for
both the Indians and the coloured. The new constitu-
tion, however, was merely window dressing, creating
the illusion that freedoms were increasing. The Afri-
cans continued to have no rights or representation
within the government.
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Amid the domestic dynamics of apartheid legisla-
tion, increased militarization and repression of the
state and the constant struggle for liberation, the
South African state was becoming an international
pariah. For all intents and purposes, the world politi-
cally, culturally, professionally, and athletically
shunned and boycotted South Africa because of its
apartheid system. Economically, however, South
Africa was quite literally a gold mine (producing
half the world’s supply) and attracted international
investment. Despite the continued efforts of the liber-
ation movement to strike, boycott, and conduct work
stoppages, the South African economy expanded at
one of the fastest rates in the world during the 1960s
and 1970s as a result of its gold. When the United
States went off the gold standard in 1971, South
Africa’s earning from gold tripled. When the price
of gold plunged in the mid-1970s, the country suffered
a recession. Nevertheless, the country continued to be
economically viable and developed during the apart-
heid years, at least for the minority white population.

Because of the exploitable resources in South
Africa, multinational corporations were not as quick
to shun the country, unlike the world’s political,
cultural, and athletic communities. Foreign invest-
ment into South Africa steadily increased during the
1960s, taking advantage of the economic boom. This
investment gave the apartheid regime a degree of
legitimacy, at least in their own perception, and
served to sustain the system and increase the gap
between rich and poor, at least for a time. Because
of so many cultural similarities between South Africa
and the United States with regards to race relations,
US corporations were especially sensitive to follow
equal and fair employment practices such as equal
pay, desegregation of facilities, and training programs
for the African employees. However, this “‘sensi-
tivity” was not enough to prevent the strikes and
boycotts that continued throughout 1960s, 1970s,
and 1980s and adversely affected the economy. The
downturn in the economy in the 1980s, the continuing
pressure from the liberation movement, and interna-
tional attention and boycotting of multi-national
corporations operating in South Africa, led to a
mass divestment from the region.

South Africa held a dominant position within the
region, economically and politically. Regardless of the
fact that most of the so-called ‘““frontline” states
(Mozambique, Zimbabwe, Botswana, Namibia,
Angola, Swaziland, and Lesotho) have been economi-
cally dependent on the South African economy, the
South African state engaged in a number of destabili-
zation maneuvers to maintain apartheid and its domi-
nance in the region. The government security forces
consistently launched raids into neighboring states



during the 1970s and 1980s in an effort to destroy
suspected ANC training camps. South Africa became
embroiled in the civil war in Angola in an attempt
to thwart the rise of communism there. Other count-
ries such as Mozambique, Botswana, Lesotho, and
Swaziland were coerced into signing nonaggression
pacts with South Africa to stave off the threats of
economic strangleholds that South Africa could easily
employ to further their political and economic agenda.
Indeed, “the regional objective [was] to create and
maintain a dependence that will be economically
lucrative and politically submissive—and will serve as
a bulwark against the imposition of international sanc-
tions (Johnson and Martin 1988).”” The role of the
South African military grew enormously during the
1970s, in which the defense budget increased nearly
1000%. While the Africans struggled for liberation on
the home front, an entire generation of young white
men was conscripted into the military and security
forces to fight the battle in the frontline states.

Collapse of Apartheid

Apartheid began to implode in the mid-1980s for a
number of political and economic reasons. Labor
strikes and unrest began to increase. Violence would
erupt when the security police would step in, often
spreading the clashes between competing African
tribal groups. The governments usually did nothing
to squelch these intertribal conflicts, and even covertly
fostered them, citing as proof that different racial
groups could not peacefully coexist. With the
violence, the death toll rose. Funerals continued to
be one means of political demonstration, often bring-
ing out thousands of people. The government banned
this form of expression, which only fueled the grow-
ing rage and cycle of violence. The new constitution
that was adopted in 1983, granting parliamentary
representation to the Indians and coloured, did not
alleviate the pressure. This simply highlighted the fact
that the apartheid regime continued its oppression
and disenfranchisement of the African population. A
state of emergency was declared in 1985 in a futile
effort to maintain control, but the strikes, boycotts,
funeral processions, bombings, and violence
continued. The security state responded with arrests,
detentions, and torture. Between late 1984 and mid-
1986, there were more than 1,600 confirmed deaths
and thousands of detentions at the hands of the po-
lice.

As anarchy reigned and resistance increased, the
government began to place greater restrictions on
the media. Indeed, many whites were oblivious to
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the unrest that was occurring throughout the country.
Foreign corporations began to get nervous, some
divesting their assets from the country (in part be-
cause of the growing international movement against
the apartheid regime). The South African economy
faced a disastrous downturn as a result of the internal
unrest, the need to maintain and increase the security
apparatus, and the international community’s politi-
cal and economic sanctions. By the 1980s, the
ANC had regained some of its lost status as an anti-
apartheid leader. It had declared the 1980s as the
Decade of Liberation. The National Party apartheid
government began to talk with Nelson Mandela (who
had taken on heroic and symbolic dimensions as the
martyred leader of the liberation struggle) in 1988.
The final blow to the apartheid system came in
1989 when President Pieter Willem Botha suffered a
stroke and resigned first as the head of the National
Party and then as president of South Africa. Frederik
Willem de Klerk, who back in the 1960s had been the
first to coin the descriptive distinction between the
verligte and verkrampte philosophies, succeeded
Botha. De Klerk, despite being a National Party loy-
alist, recognized the need for change and lived up to
his inaugural promises to work towards peace. He
immediately eased restrictions on protest rallies and
marches, and in October 1989 he released a number of
political prisoners who were Nelson Mandela’s con-
temporaries and who had been in prison for the past
twenty-five years. He also began to systematically
dismantle the apartheid structures that had been in
place since 1948. He opened South African beaches to
all people, irrespective of race, and declared that the
Reservation of Separate Amenities Act would soon be
repealed. South Africans of all colours would now
be free to mingle and socialize at parks, theaters, res-
taurants, libraries, and on buses for the first time in
generations. In addition, he announced that the secret
National Security Management System, designed to
combat anti-apartheid forces, would be dissolved.
These and other actions were profound changes to
occur within the first six months of de Klerk’s tenure.
The culmination came on February 2, 1990, when
he lifted the ban on the ANC and more than thirty
other illegal organizations, freed non-violent political
prisoners, suspended capital punishment, and lifted
restrictions imposed by a state of emergency. Then
again, on February 10, 1990, more dramatic events
astounded the nation and the world. Nelson Mandela
was unconditionally released from prison after serving
twenty-seven years of a life sentence. The political
reality of apartheid in South Africa changed virtually
overnight and without the nation succumbing to
an all-out civil war. The hard work of creating a
government of national unity was to begin.
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The process of forming a new government would not
be easy. In December 1991, after a year and a half of
negotiations and setting of ground rules, the talks on
the formation of a new government began. The Con-
vention for a Democratic South Africa (CODESA)
continued, intermittingly for over two years with the
participation of the National Party, the ANC, and
sixteen other delegations representing the gamut of
South African political stakeholders. In March 1992,
a short time into the first round of CODESA talks, de
Klerk announced there would be an all-white referen-
dum on the current political rally. Even though an all-
white vote was a vestige of the apartheid system and
was opposed on principle by the ANC and other
nonwhite groups, it ultimately provided support for
the continuation of negotiations. The question was
simple: “Do you support the continuation of the
reform process which the state president began on
February 2, 1990, which is aimed at a new constitu-
tion through negotiation?”” Sixty-nine percent of the
voters supported continuing the unity process. Even-
tually, the CODESA talks produced an agreement for
a government of national unity in which power would
be proportionally shared. The first-ever, nationwide,
universal, democratic election was scheduled for
April 27, 1994. The ANC was elected as the party to
head the new transitional government, with Nelson
Mandela as South Africa’s new president.

On that day, millions of South Africa’s citizens,
regardless of racial, ethnic, or class background, put
an end to the tyranny of apartheid rule. The insidious
nature of apartheid affected every aspect of life in
South Africa, and consequently, its development pro-
cess. The entire population, irrespective of race, was
manipulated by the system in its effort to sustain
itself. The reeducation of the citizenry would be an
enormous undertaking. Before the election was held,
it was understood by leaders of every ilk—political,
economic, and religious—that it would be necessary
to begin instilling democratic values into the millions
of citizens who had effectively been denied these
rights for hundreds of years. These lessons on democ-
racy began with the basics of voting procedures. On
a deeper level, it was understood that the adverse
consequences of apartheid must be dealt with on
numerous levels, not only practically on economic
and political levels, but on spiritual and psychological
levels as well. The rebuilding and unifying of a broken
and divided nation had begun.

DEeE F. MATREYEK
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APRISMO
The Aprista movement, which started in the early
1920s under the leadership of Victor Raul Haya de
la Torre, initially sought to create bonds between
students and workers in Lima, Peru’s capital. A “Pop-
ular University, created in 1921, it provided a place
for students to teach classes to workers. The move-
ment expanded and transformed itself through the
formation in 1924 of Alianza Popular Revolucionaria
Americana (APRA), also called the “Aprista party,” a
political party that became a key actor in modern
Peruvian political life. Haya de la Torre, originally
from Trujillo, a northern coastal city of Peru,
returned in 1931 from political exile in Mexico,
prompted by his involvement in the opposition to
the dictatorship of Augusto Leguia.

Aprismo, a Spanish term, is both the ideology and
philosophy of the APRA, as well as the activities and
role of the APRA in Peruvian society and polity.



Aprista, in turn, is the noun or adjective given to a
member or supporter of the APRA.

At the beginning, Haya de la Torre’s political pro-
gram emphasized two levels: one applied to the Latin
American continent and calling for the unity of its
peoples against US imperialism; the other concerning
Peru and seeking to end the oligarchic state in order to
foster national integration and more inclusive patterns
of development. The transversal theme was the need
for indigenous populations to struggle against the his-
torical domination of the elites since the colonial peri-
od. While Haya de la Torre was initially close to a key
Peruvian leader of Marxist thinking at the time, José
Carlos Mariategui, who contributed to forming the
Peruvian Communist party in 1929, APRA’s ideol-
ogy can best be described as reformist, populist, and
pragmatic, rather than revolutionary.

The APRA’s Role in Politics

The party’s creation has been associated with the
profound changes or ‘‘dislocation” occurring in
Peru’s coastal economy at the end of the nineteenth
and beginning of the twentieth century (Klaren
1973). From a society structured around small farm-
ing, the coastal area was transformed by the massive
entry of foreign capital and the resulting concentra-
tion of land in the hands of a few owners. The farmers
then became workers for the most part, while the rate
of urbanization was increasing throughout the coun-
try with some modest industrialization occurring
mostly in Lima. The anti-imperialist discourse of
Haya de la Torre found its main constituency within
this new proletariat. The support base of the APRA
remained predominantly in the urban coastal area
throughout the twentieth century, even though the
party also reached a national audience early on. Not
only workers but also middle classes and some sectors
of the peasantry ended up joining in the ranks of the
party. This corresponded to Haya de la Torre’s vision
of reformist political change based on a multiclass
alliance led by the middle classes. The party’s
program was geared towards creating a national
state that would carry out redistributive policies and
stimulate national development for the benefit of all
sectors of society.

In the early part of its history, the APRA con-
doned or incited its supporters to carry out violent
uprisings against the state, which led to confronta-
tions with the military. An example that served as a
foundational mythology is the uprising of Trujillo in
1932 when Apristas executed thirty-four army offi-
cers, and which ended in the death of around one
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thousand Apristas. Not surprisingly, the relationship
between the military and the APRA was one of sheer
distrust, and the tendency of the APRA to be
involved in or associated with acts of civil disorder
served to justify various forms of repression on the
part of security forces until the mid-1950s.

Haya de la Torre lost the presidential elections of
1931 and declared them to be fraudulent. In 1932,
after the revolt in Trujillo, the strength of military
repression forced APRA’s leaders to go in exile
again. The party was banned from 1933 to 1945.
From 1945 to 1948, and then from 1963 to 1968, the
APRA was a key player of democratic politics as an
elected party within political institutions, but the so-
cial disorder generated by increasing political mobili-
zation of workers and peasants, plus the lack of
capacity of the government to undertake genuine
reforms, led to military coups at the end of both pe-
riods. Between 1948 and 1956, during the dictatorship
of Manuel Odria, the APRA was banned yet another
time, and its were militants persecuted. The Confed-
eracion de Trabajadores Peruanos, the first national
labor organization created in 1944 by the APRA, was
only recognized by the state in 1964. The new left-wing
parties created in the 1960s, which grew in strength
under the military regime of 1968-1980 partly as a
reaction to repression in the late 1970s, displaced the
APRA in its ability to act as the voice of the lower
classes. The Confederacion General de Trabajadores
Peruanos, a Communist labor organization, was
recognized by the state in 1968, ending APRA’s
predominance in labor representation.

This shift in the political affiliation of the working
class was the result of the APRA’s move away from a
radical discourse toward an inconsistent alliance with
the elite, caudillo-type regime of Manuel Prado in
1956-1963. All analysts concur in describing that pe-
riod, which began with the legalization of the party in
1945 and ended with the installation of a reformist
military regime in 1968, as one of cooptation of
aprismo, when compromises were achieved by the
party for the purpose of acceding to legal status and
political power. The APRA’s strategy, in the complex
political scenario of that period, was to collaborate
with the regime just enough to maintain its political
freedom and in the hope that it could benefit from the
democratic electoral framework in the future to gain
genuine state power.

In programmatic terms, this meant a toned-down,
anti-imperialist stance and development proposals
relying not on the confiscation of foreign assets but
rather in creating new productive conditions for the
whole population. It also meant that the APRA
was no longer an unconditional ally of the labor
movement’s demands as it had been before. The
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legalization of the party launched a new phase of
burgeoning mobilization among lower and middle
classes, who made increasing demands upon the oli-
garchic state. The APRA’s decision to accept Prado’s
Convivencia pact in 1956 caused a number of defec-
tions from the younger ranks of the APRA towards
more radical left-wing organizations. The latter were
reinforced in their move by the hopes generated by
the Cuban revolution shortly after.

After a decade of military rule from 1968 to 1978,
during which a number of the reforms advocated by
the APRA for years were finally adopted such as the
nationalization of petroleum and mining, the APRA
found itself without a clear identity. On the one hand,
its reformist role had been taken over by the military
in the first years of the military regime, and on the
other hand, new parties had emerged that were
proposing more radical, revolutionary change. Nev-
ertheless, the transition to democracy starting in 1978
and ending with the first universal suffrage elections
ever held in Peru in 1980, saw the APRA as a key
civilian political force collaborating and negotiating
with the military. Partly for this and as a clear rejec-
tion of the military, however, Peruvians voted for
Fernando Belatinde Terry, leader of the center-right
Accion Popular party, as first president of the new
democratic regime.

It was only in 1985 that the APRA’s dream of
governing Peru’s destiny materialized. Alan Garcia, a
young and charismatic politician, was the first Aprista
president ever to assume state power. His government,
marked by a failed attempt at implementing heterodox
adjustment reforms, ended in a period of unprecedent-
ed economic crisis and heightened political violence
caused by the war between state forces and subversive
groups inspired by Maoist (Shining Path—Sendero
Luminoso) or Guevarist (Movimiento Revolucionario
Tupac Amaru) ideology. After attempting to national-
ize the banking and financial sectors, the Garcia’s
government alienated the economic elite and lost
the 1990 elections at the hands of a new, previously
unknown populist leader, Alberto Fujimori. Alan
Garcia went in exile for a decade during which the
APRA fared poorly in electoral terms. The return
of Garcia for the 2001 presidential elections gave a
renewed impetus to the party, which is still the most
institutionalized of the Peruvian party system.

Aprismo as Populist Politics and Its Influence
in Latin America

Aprismo 18 the incarnation of populism, a domi-
nant pattern of political rule in the Latin American
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twentieth century. A mass reform party created in
reaction to the lack of integration of popular and
middle classes in the political process, aprismo was
based on an organic, corporatist vision of society
where the sources of social ills were to be found
primarily in foreign economic domination and the
submission of the national bourgeoisie—or oligar-
chy—to foreign-imposed development priorities.
Haya de la Torre was a source of inspiration for
many other Latin American leaders of nationalistic
social change, such as Figueres in Costa Rica, Betan-
court in Venezuela, and Perdn in Argentina. In Peru,
aprismo was not the only manifestation of populism.
The first populist politician of Peru, Luis Sanchez
Cerro, who ran against Haya de la Torre in the 1931
elections, differed from the latter in that he did not
attempt to appeal to specific class actors such as
unions or professional associations. APRA’s support
base represented a more diversified class alliance, with
membership specifically drawn from organized work-
ing classes or middle classes, whereas Sanchez Cerro’s
mixed ethnic origins made his appeal greater to indig-
enous peasants, recent migrants, and lower stratum
working class.

The structure of the APRA was also typically pop-
ulist. The charismatic leader Haya de la Torre, who
remained in place until his death in 1979, headed the
organization through a direct, paternalistic, and
personalistic appeal to the masses; the party was
vertically organized to mobilize the masses in support
of the leader, with the cadres of the party mostly from
middle-class background and the majority of the
working class militants confined to the party rank-
and-file. The figure of the high leader—called jefe
madximo, meaning highest chief—inspired uncondi-
tional loyalty from his followers, with Apristas
reknowned for the intensity of their emotional attach-
ment to the chief and the party seen as a great family.
The charisma of the leader, an essential characteristic
of populist politics, derived in part from his constant-
ly referring to his suffering and that of his followers
experienced through repression and exile.

Aprismo as a Reformist Program

Aprismo historically emphasized the central role of
the state in reforming the economic structure through
the redistribution of resources and revenues and
breaking with the domination of foreign capital. Its
economic policy options favored the Latin American
development model of import-substitution industrial-
ization that dominated from the 1940s to the 1970s,



but which was only adopted in Peru at of the end of
the 1950s. The main causes of the underdevelopment
affecting Peru were, according to Aprismo, the lack of
national integration and the divorce of the state from
the rest of society.

Because of its multiclass constituency, the APRA
was characterized by its willingness to avoid alienat-
ing any class sector. While in broad terms it called for
the nationalization of land and industry, in light of
the diversity of interests of the peasantry, for exam-
ple, the APRA never committed to a radical land
reform. Moreover, it even supported military repres-
sion against peasant land invasions in the 1960s. Haya
de la Torre and later, Alan Garcia, adapted the
party’s discourse to the needs of the day, which inevi-
tably generated different ideological groupings within
the Aprista “family.”” Although the leader was usually
capable of mediating these internal differences, the
diversity of interests represented within the APRA
led to numerous contradictions. One extreme example
occurred in the late 1980s when some sectors of the
APRA were known for their links with a right-wing
paramilitary commando who assassinated suspected
members of left-wing subversive groups, while
one of these groups, the Movimiento Revolucionario
Tupac Amaru, had been founded by former APRA
militants.

The failure of the first Aprista government after
more than sixty years of APRA’s existence consisted
in its weak policy reform capacity and its demise after
one term in power. This could be explained by the
extremely difficult circumstances in which Garcia
took power in the mid-1980s—dominated by econom-
ic crisis and political violence. Yet at a more funda-
mental level, the failure of Aprismo is reminiscent of
the dilemmas faced by many reformist projects in
Latin America. It is connected to the incapacity of
the party to create a long-lasting multiclass alliance
capable of reconciling a diversity of interests around a
reformist project and winning over the entrenched
military and oligarchic powers. Aprismo’s role in the
Peruvian and Latin American politics of the twentieth
century, however, was fundamental in the transition
from closed oligarchic regimes to more inclusionary
democratic regimes based on universal suffrage and
the recognition of the state’s role in fostering national
development.

STEPHANIE ROUSSEAU
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AQUINO, BENIGNO, AND CORAZON
Benigno Simeon Aquino, Jr., (1932-1983) was born
in Tarlac Province, Philippines. At the University of
the Philippines, Aquino was a fraternity brother of
his future nemesis Ferdinand E. Marcos. Benigno
Aquino worked as a journalist in Korea, Vietnam,
and Malaya. In May 1954, he played a role in the
capture of Luis Taruc (1913- ), a top leader of the
left-wing rural Hukbong Magpapalaya ng Bayan
(“National Liberation Army”). Immediately after
the interview with Aquino, Taruc was arrested.

Aquino’s future spouse, Maria Corazén Sumulong
Cojuangco (1933-), was born into a Chinese Filipino
landowning family at Hacienda Luisita, Tarlac Prov-
ince. She majored in French and minored in mathe-
matics at Mount Saint Vincent College in New York
City. In 1954, she interrupted legal studies at Far
Eastern University to marry “Ninoy” Aquino. They
had five children. “Cory” Aquino also was treasurer
of Jose Cojuangco and Sons, Inc.

Entering electoral politics, Benigno Aquino was
elected a local mayor and then governor of Tarlac
Province. In 1967, he became the youngest person
elected to the at-large senate of the Philippines. That
year, he also was the opposition Liberal Party’s only
successful senatorial candidate. As a ““fiscalizer” (crit-
ic), he attracted national attention. In 1968, Senator
Aquino exposed plans by President Marcos to infil-
trate and subvert the government of Sabah (North
Borneo), Malaysia. Benigno Aquino initially was a
typical politician in many respects. Marcos was
reelected to a second term in 1969. In the same year,
the Communist Party of the Philippines formed its
New People’s Army. And as poverty and protests by
workers and students increased, Aquino grew increas-
ingly popular as a prospective contender in the 1973
presidential elections. When Marcos imposed martial
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law on September 21, 1972, Senator Aquino was
arrested and imprisoned.

Tried in a military court, Benigno Aquino was con-
demned to death. After more than seven years of im-
prisonment, ‘““Ninoy”” Aquino was allowed to leave the
Philippines for heart surgery in Boston. Recovering
from his hospitalization, the Aquinos lived together
in self-exile in the United States during 1980-1983.
And they met with anti-Marcos activists of all political
persuasions. Believing that Marcos’s illnesses were
life-threatening, Benigno Aquino feared that chaos
might develop if Marcos died in the absence of a
credible opposition figure. A warning from co-dictator
Imelda Marcos did not deter him from returning. With
Manila International Airport under military control,
on August 21, 1983, Aquino was shot to death in broad
daylight just after getting off his plane.

Corazon Aquino returned for her assassinated
spouse’s funeral. His assassination elicited a massive
outpouring of sympathy. Drenched by pouring rains, a
million or more marched in a somber funeral proces-
sion. No one was convicted of masterminding
Aquino’s murder. As the Filipino elite realized that
they were not immune to victimization by Marcos,
opposition spread beyond the ranks of radical work-
ers, farmers, and students to bankers and former sup-
porters of the dictatorship. In her new role as widow of
a prominent anti-Marcos politician, Corazén Aquino
became a symbol of the aggrieved anti-Marcos oppo-
sition. And despite the friendship of US President
Ronald W. Reagan (1981-1989) for Marcos, a grow-
ing faction in the White House began seeing “Cory”
Aquino as better prepared to defeat the Communist
Party of the Philippines.

Under US pressure, President Marcos announced
a “snap” election for February 7, 1986. Ignoring
massive fraud and uncounted votes, the Batasang
Pambansa (“National Assembly”) declared Marcos
the winner. In reaction to a failed election, boycotts
and demonstrations erupted for three weeks. Thus,
Corazon Cojuangco Aquino became president in the
“People Power Revolution.” Terminating the Marcos
presidency, a four-day mutiny was led by Deputy
Chief of Staff Fidel V. Ramos and Minister of
Defense Juan Ponce Enrile. Their desertion was
endorsed by Cardinal Jaime Sin, leader of the
Roman Catholic church. The rebellious military con-
tingent was protectively surrounded by a massive
demonstration by residents of the National Capital
Region. And whether freely or under duress, Marcos
left the Philippines for the United States.

On February 28, 1986, Corazéon Aquino spurned
the 1973 Constitution, having herself sworn in under
“the power of the people.” Seventeen months of rule
by decree followed. President Aquino dismissed the
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Batasang Pambansa before it could meet, proclaimed
a temporary constitution, and appointed a Constitu-
tional Commission to write a permanent document to
be submitted to the voters. Reflecting the politically
diverse forces that put Aquino in power, her highly
factionalized first cabinet lasted less than a year. But
on February 2, 1987, an 80% “Yes” vote on the con-
stitution temporarily quieted most challenges to her
legitimacy. In May, elections were held for Congress.
The winners were seated at the end of July 1987.

With mixed results, President Aquino engaged in
separate peace negotiations with the Moro National
Liberation Front (MNLF) in Mindanao and with the
National Democratic Front (NDF), which was led by
a weakened Communist Party of the Philippines.
Human rights violations by police, military, and vigi-
lantes increased during her first two years in office, and
she failed to win the Nobel Peace Prize. For editorial
writers, “Kamag-anak, Inc.” (“Family, Inc.””) symbo-
lized political corruption by Aquino’s relatives, al-
though she personally did not take public funds for
private gain.

Aquino chose not to use her powers of decree to
effect sweeping land reform in the highly agricultural
Philippines, and no major redistribution of land to
farmer laborers occurred. Despite deeper familiarity
with US culture and society than any previous Presi-
dent of the Philippines, she could not persuade the
Senate to renew the US-Philippines Military Bases
Agreement in 1991. Aquino’s task was complicated
by the unwillingness of the Association of Southeast
Asian Nations (ASEAN) to endorse the treaty. On
the other hand, she laid the basis for dismantling
“crony’” megacorporations from the Marcos dictator-
ship. And having survived two major military coup
attempts and several smaller military revolts, she
facilitated a peaceful electoral transfer of power to
Fidel V. Ramos, minority winner of the 1992
presidential election.

VINCENT KELLY POLLARD
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ARAB ECONOMIC UNITY COUNCIL
The first step toward the Arab Economic Unity
Council was the establishment of the League of
Arab States (LAS) in 1945, as many Arab countries
gained their independence. The League of Arab States
consists of three main organs: League Council,
Permanent Committees (Arab Specialized Organiza-
tions), and General Secretary.

However, because of the extensive duties of these
committees they have been replaced by the Arab
Specialized Organizations, which cover a wide variety
of specialties and support the objectives of the LAS.
Eighteen Arab specialized organizations were estab-
lished. The Arab Economic Unity Council is one of
them.

According to the charter of the LAS, political issues
were more dominant than economic ones. Only arti-
cles two and four deal with the economic issues. Article
two defined the aims of establishing the LAS in
supporting the economic cooperation between the
member states; article four established a number of
committees for taking care of this cooperation.

In 1957, the governments of the thirteen member
states (membership has since risen to twenty-two
states) signed the treaty of the Economic Unity be-
tween the Arab League’s member states, which was
then ratified by the national legislatures of all the
member states. Article number three of the treaty
established the Arab Economic Unity Council.

The Arab Economic Unity Council has a number
of objectives. Primarily, it works to promote and
expand cooperation among its members in economics
and trade. In 1964, seven years after its founding, the
council established the Arab Common Market.

The main purpose for establishing the Arab Eco-
nomic Unity Council was to determine the best ways
to raise the standard of living, upgrade the economics
of the member states, and to open the Arab markets
for moving industrial and agricultural goods with
each other freely. The steps toward these goals
include the elimination of all tariffs between member
states, to remove all internal tariffs, and to end
all restrictions on trade within the member states.
Unfortunately, however, the Arab Economic Unity
Council’s ability to achieve its goals has been limited

ARAB MAGHREB UNION (AMU)

by disagreements among member states, such as
external, political, and economic problems.
Ny KamarL EL-AMIR
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ARAB MAGHREB UNION (AMU)

In February 1989, in Marrakech, Morocco, the
leaders of Algeria, Libya, Morocco, Mauritania, and
Tunisia signed a treaty setting up the Arab Maghreb
Union (AMU).

The AMU was modeled on the European Commu-
nity (EC) and was formed principally to enable its
members to negotiate with the EC, Arab, and African
countries from a position of greater strength. In 1995,
the free movement of people within the AMU,
encouragement for joint investment projects and the
creation of a foreign trade bank were proposed, but
there was no follow-up. In 1999, a program to reacti-
vate the AMU was put forward, but in 2000, no
progress had been made.

The AMU accounts for 40% of the Arab world’s
area and, in 1998, had a population of about seventy
four million. More than million AMU citizens were ex-
patriate workers in Europe. AMU members have not
yet established a free trade area, although there are
some bilateral projects in operation and under discus-
sion. A number of these involve the European Union,
such as a gas pipeline from Algeria to Italy, which
passes through Tunisian territory, and gas pipelines
from Algeria to Spain and Portugal, which pass
through Morocco.

In 1997, about 3% of total AMU external trade
was with other members of the AMU. This compared
with trade between members of the Association of
Southeast Asian Nations (ASEAN) that equaled
22% of its total external trade (in 1998) and intra-
EU trade that equaled 61% of total EU external trade.

The barriers to closer economic integration in the
AMU are numerous. There are political barriers:
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Libya has been subject to a range of international
sanctions since 1991; Algeria has been in a state of
near civil war for years. There also are structural
barriers: the countries in the region have a preference
for European goods, and given this cultural bias, it
often is hard to sell and/or export locally made goods.
Much of the production in the region is competitive
rather than complementary, which limits trade at the
stage of development prevailing in the region. There
are, however, differences in emphasis. Algeria and
Libya are energy rich. Morocco is relatively more
developed in agriculture, manufacturing, and tourism.
Morocco and Mauritania have mining sectors.

Despite the fact that the overall level of develop-
ment is much lower than in Europe, there are consid-
erable variations in income levels within the region.
Gross domectic product per capita in Mauritania is
about 10% of that in Libya. The level of integration
into the international economy is varied. Morocco
and Tunisia are members of the World Trade Organi-
zation; they have completed International Monetary
Fund-backed structural adjustment programs and
have partly convertible currencies, relatively dynamic
private sectors, and growing nonpetroleum exports.
In contrast, Algeria and Libya are less open to inter-
national trade and have smaller and low levels of
nonpetroleum exports.

There is significant informal trade in the region
based on bartering, smuggling, and other unregistered
transactions. Morocco and Tunisia have liberalized
their import regions, and registered trade between
from them has increased steadily since the mid-1980s.

PauL Riviin
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ARAB NATIONALISM

The basis of Arab nationalism is the common culture,
history, and language of the Arab peoples. The Arab
peoples’ geographical realm ranges from the Persian
Gulf in the east to the Atlantic Ocean in the West.
Arab nationalism, in general, does not entail Islamic
ideas. Interestingly enough, many of the early Arab
nationalist thinkers were Arab Christians from Syria,
Lebanon, and Palestine such as George Antonius
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and Michel Aflag. However, Islam is not completely
disregarded, even by the Christian thinkers.

On the other hand, the idea of state and regional
nationalism has challenged Arab nationalism, espe-
cially in the minds of many Lebanese Maronites.
Ironically, this challenge has occurred in the Arab
states established at the fall of the Ottoman Empire
at the end of World War 1. Leaders ranging from
Gamal Abdel Nasser to Muammar Qaddafi to
Saddam Hussein have promoted some type of Arab
nationalism at times in their careers. Arab national-
ism has been represented in many different ways with
many different ideologies, which have occasionally
come into conflict with one another.

Early Roots of Arab Nationalism

Arab nationalism gained attention during the First
World War with the support of the Allied Powers
fighting the Ottoman Turks, but Arab nationalism’s
roots date from the previous century, the ideas of
European nationalism, and even earlier. Previously,
much of the Arab world existed under the umbrella
of a Muslim community, the Ottoman Empire, rather
than ethnic-based self-governance. Over time, Europe-
an interests began to erode the Ottoman Empire
through the establishment of European, mostly French
and British, protectorates in North Africa and the
Arabian Peninsula. When the Ottoman Empire joined
the Central Powers in World War I, it would lose not
only the war, but also most of its territory.

Arab nationalism is widely viewed as a European-
influenced development dating either from immedi-
ately before or during World War 1. While there is
some truth in this belief, Arab nationalism has native
roots from much earlier than the twentieth century
and prior to the influence of European ideas, al-
though all early efforts met failure. Several stages
exist in the coming of nationalism in the Arab
world, as well as in the existence of modern Arab
nationalism itself. It may be argued that the earliest
idea of Arab nationalism, or at least unity, can be
found in the Constitution of Medina in 622 CE. This
was perhaps the Prophet Muhammad’s way of unit-
ing the Muslim faithful, the Ummah, which all hap-
pened to be Arabs at this time. Since Islam is a
universal religion, accepting regardless of ethnicity,
the Ummah would later include other groups such as
the Persians and Turks. However, internal differences
among Arab tribes and within Islam itself kept an
enduring unity from developing. Eventually, Arab
domination in terms of Islamic rule was lost to the
Persians and the Turks.



Arab Nationalism in the 20th Century

The genesis of Arab nationalism in the twentieth
century lies with anti-Turkish sentiment. The Young
Turk movement, started by a group of young Turkish
intellectuals promoting Pan-Turkism and European
ideas of secularism in government and society, alien-
ated most Arabs who believed in the unity of the
Ummah. While the Young Turks did not succeed in
deposing the Sultan, they did succeed in removing
Arabs from key government positions, including
those dealing with religion and administration of
Arab provinces, which had been traditionally reserved
for Arabs to fill. The Young Turks took these steps
fearing the loss of Ottoman territories, which eventu-
ally did occur following the Ottoman Empire’s col-
lapse and division in its defeat in World War I, thanks
in part to the Arab revolts encouraged by the Allies.

The character of Arab nationalism underwent a
drastic change leading up to the declaration of Israel
as an independent Jewish state in 1948. The Palestin-
ian question united many Arab countries, especially
the immediately surrounding ones, in a common
cause. A resolution to the Palestinian question,
whether violent or peaceful, has been and continues
to be a top issue in many official attitudes within, but
not limited to, Arab governments. However, the issue
of Israel has also been a convenient excuse for many
governmental shortfalls within the region. In many
instances, a general anti-Israel sentiment has pre-
vailed upon generations of Arab and Muslim youth
since the country’s independence.

The 1950s and 1960s saw the North African Arab
countries gain independence from European imperial
powers. The movement against the French in Algeria
was particularly bloody, but eventually forced the
French hand to relinquish its control and allow that
county to seek its own future. This was also part of an
overall trend of anti-imperialism spreading through-
out Africa. Arab nationalist ideas did not end with
independence in North Africa, but the ideology has
been as pronounced as in the Arab states farther east.
Muammar Qaddafi was a figure to eventually emerge
as the leader of Libya and has promoted Arab nation-
alism, among other ideas, at certain times during his
career.

Pan-Arabism

An idea to originate within Arab nationalism is that
of Pan-Arabism, which advocates the ideal of a single
Arab state. Not all Arab nationalists believe in this
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ideal. The idea of Pan-Arabism was first espoused by
Hashemite Sharif Hussein of Mecca. Hussein was a
fervent Arab nationalist who sought to secede from
the Ottoman Empire to create an independent Arab
state. Through the Hussein-McMahon Correspon-
dence, an agreement was reached between the British
and Sharif Hussein for the Arab tribes to rise against
the Turks in revolt and to support the Allied effort
against the Central Powers in the desert.

However, in 1916, the British and the French
reached an agreement of their own about what
should happen to the Arab lands after the defeat of
the Ottomans. Instead of Arab independence, the
Sykes—Picot Agreement outlined the division of the
Ottoman lands between Britain and France. The
agreement from the Hussein-McMahon Correspon-
dence was negated with France and Britain establish-
ing their mandates. The Balfour Declaration of 1917,
which stated that the British looked with favor on the
establishment of a Jewish homeland in Palestine,
caused more problems for Arab nationalist efforts.
The Balfour Declaration would eventually lead to
the establishment of Israel on former Palestinian
land in 1948. Further damage to Hussein’s idea was
brought by the conquests of Ibn Saud in the Arabian
Peninsula, including the Hijaz, home to Mecca and
Medina. In the years after World War I, the Arabs, as
a whole, were still not free to choose their own desti-
ny.
The only attempt at a Pan-Arab state is the United
Arab Republic (UAR), which combined Egypt and
Syria. The idea was the brainchild of Egyptian Presi-
dent Gamal Abdel Nasser. Egypt was the driving
force behind the UAR, with the capital in Cairo.
This union lasted from 1958 to 1961, when Syria
underwent a coup, led by Hafez Assad and the
Ba’ath Party, which severed its relationship with
Egypt. Near the end of the union, the UAR sought
to include Yemen in its governance. The title UAR
was used by Egypt until 1970, when President Nasser
passed away. Nasser, himself, was a veteran of the
1948 war against Israeli independence. In 1952,
Nasser began his bid to lead Egypt by ousting King
Farouk I in a military coup. The Muslim Brotherhood
made an attempt on Nasser’s life during a speech he
gave in 1954, and when all the bullets missed, Nasser
continued his speech without flinching. This attitude
toward his adversity was characteristic of his career.
Nasser eventually became president in 1956. That
same year, Nasser launched the nationalization of
the Suez Canal, much to the chagrin of the British
and French. With Israel’s support, Britain and France
sought to take the canal by force. However, the
United States and the Soviet Union, in a rare display
of agreement and cooperation, cut this campaign
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short. The uncompromising nature of Nasser in this
situation won him the respect of other Arab countries
as a staunch opponent of the European powers and
their continued colonial attitudes toward the Arabs.
Yet, when Egypt suffered another defeat and the loss
of the Sinai Peninsula at the hands of Israel in the Six-
Day War in 1967, Nasser publicly pursued resigna-
tion of his position, whether for effect or in reality,
but was given the endorsement of the Egyptian people
to continue his post. In an effort to intimidate Israel,
a war of attrition followed with much activity on
the Egyptian-held side of the canal. A compromise
was reached to end the standoff in 1970, but Nasser
was not to continue at helm. He died from a heart
attack shortly after the agreement was reached.

Nasser’s successor, Anwar Sadat, led Egypt into
the Yom Kippur War, in which Egypt suffered yet
another defeat. This was an unsuccessful attempt to
reconquer the Sinai Peninsula. Egypt, under Sadat,
would eventually make peace with Israel, with Israeli
Prime Minister Menachem Begin, through the Camp
David Accords of 1978. This led to Sadat’s assassina-
tion by the Muslim Brotherhood in 1981. A vast
contrast to Nasser, Sadat was seen as a traitor to the
Arab and Palestinian cause.

The Question of Palestine

The events leading up to the declaration of Israel as
an independent Jewish state were tumultuous for the
Palestinians. At the onset of the Jewish migration,
Jewish immigrants bought land in a legitimate bid
for a place in the ancestral Jewish homeland in the
Levant. Before long, land seizures and acts of intimi-
dation, such as the Jewish riots of 1929, were used
against the Arabs to acquire more land and for the
Jews to become the dominant ethnic group of the
area. The Palestinians engaged in a general strike to
protest the deteriorating situation in 1936, but to little
avail. The British began formal restriction of Jewish
immigration to Palestine in 1939. This measure led
some within the growing Jewish community to
carry out subversive acts against the British. The
end of World War II and the emptying of the Nazi
death camps brought an unstoppable influx of Jews
from Europe to Palestine. These events led to the
movement of Palestinian refugees into neighboring
Arab countries.

The surrounding Arab countries prepared for a
war in support of the Palestinians in the event the
Jews declared an independent state. Indeed, when
the British mandate in Palestine was ended on May
14, 1948, an independent Israel was proclaimed. On
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the following day began Israel’s war for independence
when the neighboring Arab states of Egypt, Iraq,
Lebanon, Syria, and Jordan invaded. Much to the
surprise of the invaders and the rest of the world,
Israel emerged victorious. The 1967 Six-Day War
led to further land acquisition by Israel and embar-
rassment on the part of the attacking Arab states. The
Gaza Strip and the Sinai Peninsula were captured
from Egypt, the West Bank and East Jerusalem
from Jordan, and the Golan Heights from Syria.
Only the Sinai Peninsula was later returned.

One of the most influential and widely known
figures identified with the Palestinian situation is
Yasser Arafat. Born in 1929, the young Arafat was
inquisitive about the Jewish people that had been
arriving in his homeland of Palestine, which was
then under the British mandate. At King Fuad Uni-
versity in Cairo, Arafat read Zionist literature and
engaged in intellectual discussion with Jews in hopes
of better understanding his new neighbors. In short
order, Arafat had become a Palestinian nation-
alist. Though Arafat was never entirely committed
to Arab nationalism, he remains a symbol of Arab
resistance.

Yasser Arafat attempted to join the fight against
the newly declared state of Israel in 1948, but the
Egyptians turned him away as being untrained and
hastily armed. This was the turning point in which
Arafat lost faith in other Arab governments. He felt
the Palestinians would triumph only through their
own course of action and by winning popular sup-
port. Arafat spent much of his time moving through-
out the Palestinian diaspora in other Arab countries
in attempt to gain support and finances for the Pales-
tinian cause. In Kuwait, he began the groundwork for
the al-Fatah, or ‘“‘victory,” organization. Initially,
monetary support came from wealthy oil industry
employees. After some unsuccessful operations
against Israel, Arafat became regarded by many
Palestinians as a hero for his narrow escapes and
resolve to continue, but was branded as a terrorist
by Israel. Fatah positions became targets for the
Israelis during the Six-Day War. Arafat quickly rose
to the top of the Palestinian Liberation Organization
(PLO) during the late 1960s and early 1970s.

The 1960s were a strenuous time for Arafat and the
PLO. By 1970, the large Palestinian presence in neigh-
boring Jordan had become too much for King
Hussein to bear, and when three hijacked airliners
were exploded at the airfield in Zarqa, King Hussein
declared martial law and ordered Palestinian expul-
sion. This brought Jordan into conflict with Syria, but
Jordan was successful in its intentions. It was during
this time Arafat had risen to power. Arafat and the
PLO relocated to Lebanon, where they established a



virtual Palestinian state in the south of the country.
Southern Lebanon became a staging ground for
Palestinian attacks against Israel.

Though Arafat publicly ordered attacks against
Israel to be stopped and denied any role in such
attacks, Israel believed him responsible. Another or-
ganization known as Black September, rumored to be
the terrorist arm of the PLO, emerged and stormed
into the world spotlight at the 1972 Olympic Games
in Munich, Germany. The games were marred by the
kidnapping and murder of eleven Israeli athletes by
Black September. Arafat distanced himself from the
group but was rumored to have been briefed on the
operation.

Lebanon’s precarious balance was tipped when the
country entered a civil war in 1975. The war would
last until 1990, and the PLO is said to have played
a major role throughout the war. While based
in Lebanon in 1976, the PLO was admitted as a
full member to the Arab League. Eventually, Israel
intervened in its northern neighbor’s chaos by estab-
lishing a security zone in the south. Israel went on the
offensive shortly thereafter by occupying much of
southern Lebanon. September 1982 saw a cease fire
brokered and an expulsion of Arafat and the PLO to
exile in Tunisia, where he and the organization would
remain until 1993. The PLO received financial assis-
tance from Iraq and Saudi Arabia to reconstruct
itself.

The first Intifada uprising began independently of
the PLO in 1987, but Arafat soon took the reigns and
encouraged continued resistance from his quarters in
Tunis. The 1993 Oslo Accords promoted Palestinian
autonomy in the form of the Palestinian Authority
(PA) in the West Bank and Gaza and enabled Arafat
and the PLO to return to those territories. Arafat was
elected president of the PA in 1996. Despite negotia-
tions such as the Wye River Memorandum of 1998
and the Camp David Summit in 2000, Palestinian
statehood remains an elusive dream for the Pales-
tinians. Some within the Palestinian community and
otherwise feel Arafat demanded too much from the
Israelis, and missed an opportunity for an indepen-
dent Palestine. A second Intifada broke out in 2000 in
response to the failed negotiations for Palestinian
independence.

Arafat’s death in late 2004 signaled a new begin-
ning for the process as a power vacuum has been left
open for the time being. With both negative and
positive contributions to the Palestinian cause, the
figure of Arafat in the grand scheme will likely remain
an enduring one. The Palestinian cause is an impor-
tant one for much of the Arab and Islamic world,
although Arab governments may only lend superficial
and symbolic support.

ARAB NATIONALISM

The Ba’ath Party

The 1940s saw a new wave in Arab nationalism and
Pan-Arab thought. Noted nationalist thinker Michel
Aflaq, a Syrian Christian, and a circle of other like-
minded thinkers founded the Ba’ath Party, which
promoted Arab nationalism and Pan-Arabism with
an emphasis on socialism incorporating ideas from
Italian fascism. Ba’ath ideology accepted all Arabs
regardless of religious faith. In this respect, the
Ba’ath Party sought to bring secularism to the Arab
lands. Pan-Arabism suffered a major blow with the
defeat of those Arab states that fought Israel in the
Six-Day War. By the 1980s, the idea of Pan-Arabism
had been eroded by more Islamic ideas of unity and
governance.

Although the Ba’ath Party has promoted Arab
unity, there have been problems with the party re-
garding non-Arab minorities. For example, both
Iraq and Syria have infringed upon the rights and
freedoms of the Kurdish populations within their
territories. Although the Kurds of Iraq under the
administration of Saddam Hussein and his Ba’ath
Party enjoyed more freedoms than any of the sur-
rounding states with Kurdish minorities, it also
provided the most glaring example of violations
against its Kurdish population with the al-Anfal cam-
paigns of 1988, in which thousands of Kurds suffered
and perished in various acts of ethnic cleansing
including the use of chemical weapons.

The sole remaining country with active Ba’ath
leadership is Syria, under Bashar Assad. Saddam
Hussein and the Ba’ath Party were removed from
power in Iraq by a US-led coalition in 2003. Although
many former Ba’ath Party members are participating
in Iraq’s new government, they no longer espouse the
Ba’ath ideology.

Forums for Arab Expression

Despite the difficulties in Arab unity, several organi-
zations have provided forums for Arab viewpoints to
be brought forth, discussed, and acted upon. One
organization specifically devoted to Arab unity and
discussion is the League of Arab States (Arab
League). The Arab League was formed in 1945 by
the Arab states of Egypt, Iraq, Transjordan (renamed
Jordan in 1946), Lebanon, Saudi Arabia, Syria, and
Yemen. According to the Arab League’s charter,
member countries are prohibited from attacking one
another. The stated purpose of the Arab League is to
“serve the common good of all Arab countries, ensure
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better conditions for all Arab countries, guarantee the
future of all Arab countries and fulfill the hopes and
expectations of all Arab countries.”

Although the Arab League is the only organization
devoted to Arab views, two other organizations have
a large proportion of Arab state members, and their
ideas and agendas have been promoted. The Organi-
zation of the Petroleum Exporting Countries (OPEC)
has been a forum for action by Arab states. Excluding
Iran, Nigeria, Indonesia, and Venezuela, OPEC is
composed of an Arab majority. This body has
manipulated international oil production and prices
over the years. The 1973 Yom Kippur War led the
OPEC member states to cause an energy crisis by
raising oil prices significantly in protest of US support
for Israel. OPEC has held substantial leverage in the
realm of energy and economics.

The Organization of the Islamic Conference (OIC)
has many non-Arab members but has often supported
causes of its Arab state members. The organization
itself was established in response to vandalism against
the al-Agsa Mosque in Jerusalem in 1969. One of the
aims of the OIC is to support the Palestinians and
their struggle for political recognition and the right to
return to their former lands.

The Future of Arab Nationalism

Arab nationalism is by no means a finalized phenom-
enon. The concept is still in process with many chal-
lenges waiting. Arab nationalism has gone through
many phases over the course of the last century, and
perhaps a new phase of nationalism may arise in
the post-Yasser Arafat/post-Saddam Hussein Arab
world. Given the current standing of the various
Arab states and their relationships, the Pan-Arab
idea of a single Arab state seems far off, if not impos-
sible. The best representation of this idea is found in
the Arab League. Many obstacles must be overcome
for Arab nationalism to realize its goals.

WHITNEY D. DURHAM
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ARABIAN AMERICAN OIL COMPANY

(ARAMCO)
The Arabian American Oil Company (ARAMCO)
was originally created in 1936 in Saudi Arabia.
It was not officially named ARAMCO until 1944. It
was jointly owned by four US oil companies until the
1970s, when the Saudi government began to buy out
the company, acquiring a 25% stake in 1973. By 1980,
ARAMCO was completely Saudi-owned. However,
the name was not changed to the Saudi Arabian Oil
Company (Saudi ARAMCO) until 1988.

The company was originally formed out of the
partnership between two US oil companies, Standard
Oil Company of California (SoCal) and Texaco. SoCal
signed a Concession Agreement with the Saudi king in
1933 and obtained concession rights to Saudi oil.

This Agreement formed the mainstay of the part-
nership between the country and the oil company.
According to its terms, the Saudi king, Abdul Aziz
bin Saud, received an advance cash payment of fifty
thousand British pounds, an annual rental fee of five
thousand pounds until oil was discovered in commer-
cial quantities and he was assured of future royalties.
In return, the company received exclusive exploration
rights for crude petroleum in the eastern province of
Saudi Arabia for the next sixty years.

The agreement was amended in 1939 and late 1950,
increasing the revenues to the Saudi government and
extending concession rights to ARAMCO. Oil reven-
ues provided the foundation of Saudi Arabia’s subse-
quent economic development, allowing the country to
embark on an intensive path of industrialization and
modernization in the next two decades.



Given the underdeveloped state of the country
in the 1940s, ARAMCO had to build much of the
infrastructure it needed to transport oil and to pro-
vide suitable living conditions for its employees.
ARAMCO slowly built residential complexes for
its foreign employees and their families in the
cities of Dhahran, Abqaiq, and Ras Tanura, in
the eastern province. The company constructed high-
ways, roads, ports, airports, railroads, housing,
schools, and hospitals. ARAMCO also provided tech-
nical, financial, and material assistance to the govern-
ment, when requested. For example, ARAMCO
teams helped find water and develop agricultural
projects.

The company has contributed to the country’s de-
velopment in terms of human capital as well. It
trained Saudis as doctors, supply experts, machinists,
ship pilots, truck drivers, oil drillers, and cooks to
meet the needs of the communities it was building.
Some of these Saudis later left ARAMCO and started
their own businesses, contributing to the local econo-
my. The company also offered scholarships, training
programs, loans, subsidies, and other social service
benefits to all its employees.

Dependence on foreign labor and expertise has
been both a positive and negative factor in Saudi
Arabia’s development. ARAMCO brought its trained
US workers to Saudi Arabia in its initial oil explora-
tion and production phases. Management positions
were dominated by US workers until the 1970s and
1980s, when the government put greater pressure on
the company to place more Saudis in supervisory
positions. In 1984, Ali Naimi became the first Saudi
president of ARAMCO. In addition, the company
also hired and trained foreign workers, creating a
large semi-permanent class of expatriate workers in
the country.

Uzma JamIiL

See also Middle East: History and Economic Develop-
ment; Organization of Arab Petroleum Exporting
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porting Countries (OPEC); Saudi Arabia
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1967, 1973)

The Arab—Israeli War of 1948-1949

On April 25, 1920, the San Remo Conference gave
Britain the mandate over Palestine; two years later,
the Council of the League of Nations confirmed it. On
February 18, 1947, as a result of enormous violence
and terrorism among Arabs and Jews in Palestine,
British Foreign Secretary Bevin announced the deci-
sion of his government to submit the Palestine prob-
lem to the United Nations. The United Nations
Special Committee on Palestine (UNSCOP), com-
posed of representative from eleven nations, was cre-
ated to examine the issues and to submit proposals for
the solution to the problem.

UNSCOP was not able to present a unanimous
report. The minority recommended that Palestine be-
come a single federal state, with Jerusalem the capital,
and with Jews and Arabs enjoying autonomy in their
respective areas. The majority report proposed parti-
tion of Palestine into Arab and Jewish states. The
Zionists favored partition, while the Arabs rejected
it. On November 29, 1947, the UN General Assembly
voted to recommend the partition of Palestine by a
vote of thirty-three to thirteen, with ten abstentions.
Zionists were determined to obtain a decision favor-
ing the majority plan. Prior to the vote, and particu-
larly during the immediately preceding three days, the
US Zionists exerted unprecedented pressure on the
administration, and both delegations to the United
Nations and their governments, to secure the neces-
sary majority. Some correspondence suggests that
Truman himself might have intervened at the last
minute to ensure success for partition. The State De-
partment acknowledged that the votes of Haiti and
the Philippines, at least, had been secured by the
unauthorized intervention of US citizens. Soon
after, Britain announced that it would terminate
the mandate on May 15, 1948, and would evacuate
Palestine before August 1.

Almost immediately after the United Nations vote,
the armed detachments of Arabs began enter-
ing Palestine and attacking Jewish settlements. By
February 1, these clashes had resulted in more than
2,500 casualties, and the toll mounted as the days
went by. The British troops did not intervene—they
were interested mainly in their own orderly withdrawal
and in the progressive abandonment of strongholds.
The Palestinians were armed by the neighboring Arab
states and the Zionists by the United States and
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Czechoslovakia. Furthermore, Hagana, Irgun, and
Stern groups (Jewish paramilitary organizations)
continued raiding British depots for more arms. It is
estimated that the Palestinians had about five thou-
sand men with little experience, under the distant di-
rection of the ex-mufti of Jerusalem, who was in exile
in Cairo. The Zionists, on the other hand, were better
armed and better trained. A large number of their
officers and men were veterans of World War II.

On May 14, 1948, the British officially terminated
their mandate over Palestine, withdrawing their last
forces from the country. On the same day, the new
provisional government proclaimed Israel’s indepen-
dence, repealed the British mandatory restrictions on
immigration and the sale of land, and converted
Hagana into the Israel Defense Forces. A few hours
later, President Truman extended de facto recognition
to this new state on behalf of the United States.

On the morning of May 15, six Arab armies from
Syria, Lebanon, Transjordan (now Jordan), Iraq, and
Egypt entered Palestine. When one considers that
a nation with a population of 650,000 defeated the
combined Arab states with a population of forty
million, the result seems nothing short of a miracle.

But when actual fighting forces are taken into con-
sideration, a different picture emerges. The combined
fighting forces of the six Arab states did not exceed
seventy thousand. Of these, only about ten thousand
had adequate training. Facing the Arab armies were
sixty thousand fighting men of the Haganah. In this
army, there were three hundred British-trained offi-
cers, some twenty thousand veterans of World War
I1, and three thousand specially trained commandos
(Palmach). Their morale was high, and the Haganah
soldiers believed that they were fighting for a common
cause. The Arabs, on the other hand, had neither the
singleness of purpose nor a unified command. Most of
their soldiers did not know what they were fighting for,
and their leaders were not without their national and
personal vested interests (Armajani and Ricks 1986).

Both armies were ill equipped at the start, but the
Israelis were supplied with necessary arms by Zionists
in America and Europe, and with airplanes piloted by
volunteers from England, the United States, and
South Africa. The war lasted from May 15, 1948,
until February 24, 1949. Between January and July
1949, a series of armistices were concluded by Israel
on the one hand and Egypt, Lebanon, Transjordan,
and Syria, on the other hand. By the term of armistice
agreements, the contending armies were to hold their
positions and were not supposed to be reinforced
with additional men or arms. Both sides ignored the
second part of the agreement. The Arabs, however,
were not able to circumvent the arms embargo on
the whole area. However, the Israelis were able to
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purchase great quantities of first-class armaments
from Czechoslovakia. A large quantity of ammuni-
tion also was smuggled from the United States and
Britain into Israel.

On May 20, 1948, the Security Council appointed
Count Folke Bernadotte, president of the Swedish
Red Cross, as UN mediator for Palestine. He
arranged a four-week truce starting on June 11. Dur-
ing these weeks, he made proposals of his own for an
armistice based on an economic union of both Pales-
tine and Jordan and autonomy for the Jewish state.
Bernadotte emphasized that the Arab refugees should
have the right to return home. The following day,
Bernadotte was murdered in Jerusalem by Jewish
terrorists.

By October 31, the Israeli armies with air superior-
ity had pushed the Egyptians out of the Negev and the
“Arab Liberation Force” out of northern Galilee. In
the meantime, the United Nations debated the Pales-
tine question. Dr. Ralph Bunche, a US citizen, suc-
ceeded Bernadotte as mediator. At his headquarters
on Rhodes, he gathered Arab and Israeli representa-
tives in separate rooms (the Arabs refused to sit with
the Israeli representatives in the same room), working
and communicating with both groups until he
obtained the first armistice between Israel and Egypt
on February 24, 1949. Further agreements were soon
signed with Lebanon and Jordan, and finally with
Syria. Ralph Bunche received a well-deserved Nobel
Peace Prize for his efforts.

Three important problems were left unresolved.
The first was the question of boundaries. In all the
armistice agreements, the final position of the oppos-
ing troops was used to designate temporary bound-
aries that would presumably be changed at the time of
ultimate settlement. The original partition plan of the
United Nations was forgotten by everyone except the
Palestinians. Israel gained 21% more land than it had
under the 1947 partition plan; indeed, it covered
almost 80% of the area of the Palestine mandate.
Jordan annexed the West Bank of the Jordan River,
including Old Jerusalem, which its armies occupied at
the time of armistice. Egypt assumed the governance
of Gaza Strip.

The second unsettled problem was the question of
Jerusalem, Old and New. The city, together with
nearby Bethlehem, was envisaged by the United
Nations to be under international control. The war
changed the status of the city from an international
one to a divided one with barbed wires. The Jorda-
nians had control of Old Jerusalem and Bethlehem,
where most of the shrines holy to Christianity, Islam,
and Judaism are located. The Israelis occupied
the greater part of New Jerusalem. Although the
United Nations had not abandoned the idea of an



international Jerusalem, it allowed the demarcation
formula that had been followed in armistice agree-
ments to apply to Jerusalem also. Consequently, the
area occupied by Israel and Jordan became separate
territories and Jerusalem remained a divided city.

The internationalization of Jerusalem remained on
the agenda of the United Nations; every year during
the first twenty years of Israel’s existence, the dele-
gates passed resolutions concerning the status of
Jerusalem, but neither Israel nor Jordan paid any
attention to them. As early as 1949, Israel proclaimed
Jerusalem as its capital and moved the Knesset
(parliament) and many of its ministries there. Diplo-
mats assigned to Israel, however, did not recognize
this fact and kept their embassies at Tel Aviv.

The third and most vexing problem following the
cease-fire agreements between Israel and Arab states
was the fate of the Palestinian refugees. In 1949, the
legally certified number of Palestinian Arab refugees
was almost one million. They mainly went to Gaza,
Jordan, Lebanon, Syria, and a smaller number to Iraq
and Egypt. There have been conflicting reasons ad-
vanced as to why there were so many refugees. It
seems that the bulk of the Palestinians, like so many
people in countless wars, were in fear for their lives
and sought refuge from the war, hoping to return
when the shooting was over. At the end of the war,
however, the Israeli forces did not allow them to
return. Their homes were occupied by tens of
thousands of Zionists who poured in from Europe,
and their farms and orchards were appropriated by
the conquerors without any compensation. Most of
the refugees lived in camps and were supported by the
United Nations Relief and Work Agency (UNRWA),
Friends Service Committee, World Church Service,
and other charitable organizations. Egypt confined
most of the refugees to the Gaza Strip and discour-
aged them from swelling their already overpopulated
country. In Syria and Lebanon, the refugees were
technically aliens, but the educated among them man-
aged to get jobs and gain citizenship. Only Jordan,
which had occupied what was left of Palestine, gave
the refugees full citizenship. Nevertheless, those who
were in camps carried with them an aimless existence;
and in the course of years became a saddening aspect
of the general mosaic of the Fertile Crescent.

The Suez War of 1956

In an attempt to bring stability to the Middle East
and reassure both Israel and Arab States, the West
attempted to stabilize the situation in the Middle East
with the Tripartite Declaration made by Britain, the
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United States, and France on May 25, 1950. The three
powers pledged to limit arms shipments to the region
and to oppose any attempts to alter the existing armi-
stice lines by force. The United States intended to
have friendly relations with both Arab States and
Israel on a strictly impartial basis. It was in the inter-
est of the United States that the Middle East be
strengthened for defense against communist aggres-
sion, and that the countries in question obtain their
arms from friendly sources.

Meanwhile, the humiliating defeat at the hands of
Israel led to the emergence of Arab nationalism and
major changes in several Arab governments. Perhaps
the most significant change occurred in Egypt. The
conduct of the war against Israel convinced the youn-
ger officers that their rulers should be replaced. On
June 18, 1953, Egypt was proclaimed a republic, and
in October 1954, Gamal Abdul Nasser became the
president. Egypt under Nasser purchased a sizable
amount of modern arms from the Soviet bloc, adding
considerably to Israeli and US concern. In an attempt
to counter Soviet influence, the Eisenhower adminis-
tration, in February 1955, promoted the formation of
a mutual defense treaty among Britain, Iran, Iraq,
Pakistan and Turkey. US officials participated in
the defense and anti-subversion committees of what
became known as the Baghdad Pact, and the US
military and economic aid was granted to members
of the group. However, because of several political
considerations, the United States decided against
becoming a member of the Baghdad Pact.

President Nasser denounced Iraq, the only Arab
member of the Pact, for allying itself with the Western
powers and asked the Soviets for military equipment.
Moscow, angered over the Baghdad Pact, quickly
became Egypt’s major arms supplier and built a repu-
tation among Arabs as their principal ally in the
struggle against Israel. Israel was convinced that
the balance of armaments, stipulated by the Tripar-
tite Agreement among the United States, Britain,
and France in May 1950, was gravely upset by the
Egyptian—Soviet deals. Israel also was disturbed by
Nasser’s growing ascendancy in the Arab world and
his leadership in the Arab unity movement. These
developments convinced Israel that it must prepare
for a preventive war against Egypt before the military
balance shifted in Cairo’s favor. After being rejected
by the United States, Israel turned to France, which
was willing to sell some up-to-date military equipment.

On February 28, 1955, Israel made use of its newly
purchased weapons from France to launch a success-
ful raid against an Egyptian position in the Gaza
Strip. Ostensibly, the raid was undertaken to demon-
strate Israel’s military strength and to persuade Arab
countries to recognize its permanence. Instead of
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pressuring Egypt into recognizing Israel, however, the
Gaza raid, along with other similar Israeli retaliatory
raids into Arab territory, provoked tensions that led
to renewed war between Israel and Egypt in Novem-
ber 1956.

Egypt’s acceptance of arms from the Soviet Union,
its refusal to lift a blockade against Israeli shipping
through the Strait of Tiran and Suez Canal, and its
recognition of communist China led the United States
to withdraw promised financing for the proposed
Aswan High dam, the principal symbol of Nasser’s
ambitious plans for Egypt’s agricultural and economic
development. Nasser reacted on July 1956 by nation-
alizing the Suez Canal and refused to guarantee the
safety of Israeli shipping, actions directly threatening
Israel, Britain, and France. The British government
held 44% of all shares in the Suez Canal Company;
private French investors held 78% of the remainder.
Apart from these direct interests, both nations were
frequent users of the canal, which provided the short-
est waterway to their oil supplies in the Persian Gulf.
The two governments froze Egyptian assets and
began planning for joint military action, secretly
enlisting Israel’s participation in the plan.

In accordance with prearranged secret plans be-
tween Israel, Britain, and France, Israel attacked
Egyptian positions in the Sinai on October 29. The
attack included an Israeli paratroop drop near the
Mitla Pass to give the appearance of a threat to the
Suez Canal. On the following day, British and French
forces attacked Egypt on the pretext of separating the
belligerents and to ensure freedom of shipping through
the canal. By November 7, British and French forces
had secured control of the canal. However, responding
to intense international pressure from the United
States and the Soviet Union, Britain and France with-
drew their forces from Egypt in December 1956. Israel
was the last one to withdraw unconditionally from all
territories it had occupied during the conflict. The last
Israeli troops left Gaza on Match 9, 1957. At the
conclusion of the war, Israel failed to achieve its main
goal of securing Arab recognition of its legitimacy as
an existing state, and it remained technically at war
with Egypt as with the rest of the Arab world.

The Six-Day War of 1967

The settlement that ended the Suez—Sinai War of 1956
provided the pretext for the Six-Day War of 1967.
Israel agreed to withdraw its forces from the con-
quered territories largely because of an understanding
with Washington that the United Nations Emergency
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Force (UNEF) would ensure freedom of passage
through the Straits of Tiran. Egyptian forces did not
reenter the Gaza Strip, and Israel was free from Arab
guerilla attacks from that area between March 1957
and May 1967.

During the early months of 1967, there were a
series of clashes along the border between Israel and
Syria. On April 7, small exchanges escalated into a
tank battle and clashes between Israel and the Syrian
Air Force. Six Syrian planes were shot down, and
victorious Israeli jets swept over the suburbs of
Damascus. General Itzhak Rabin stated that the
Syrian government needed to be overthrown before
Israeli security could be guaranteed. Damascus joined
Amman in denouncing Nasser for doing nothing
against Israel. During the Independence Day parade
in Jerusalem on May 15, Israel gave Nasser the im-
pression that an attack on Syria was imminent. That
day, Nasser declared a state of alert in Egypt and sent
Egyptian troops into Sinai. On May 16, the UNEF
commander was asked to withdraw a limited number
of forces so that Egypt could occupy certain positions
on the border between Sinai and Israel. Nasser did
not ask for the withdrawal of UNEF forces from
the Gaza Strip or Sharm el Sheikh. Late on May 16,
U Thant, the secretary general of the United Nations,
told the Egyptian ambassador that a partial with-
drawal of UNEF forces was not possible. Nasser,
under pressure from other Arab states, asked for the
total withdrawal of UNEF forces on May 18. Nasser
sent advanced units to the Sinai border to replace
UNETF, but not to Sharm el Sheikh. This hesitation
met with scorn from Jordan and some Egyptian offi-
cers. Nasser gave in, and on May 21, Egyptian troops
occupied Sharm el Sheikh. On May 22, Cairo closed
the Gulf of Agaba to Israeli ships and others sailing
to Eilat with strategic cargoes. For Israel, the inter-
ference with shipping in the Gulf of Aqaba and the
Straits of Tiran constituted a violation of internation-
al law and an act of aggression. Suddenly, Nasser was
hailed by the Arabs as their savior.

On May 27, Israel’s cabinet was discussing the
possibility of preemptive military action. On June 2,
the new defense minister, Moshe Dayan, argued for
an attack without delay. Israeli military strategy,
grounded in a perception of the country’s geographic
vulnerability, placed an emphasis on capturing the
initiative by launching a preemptive first strike.
There is no evidence to indicate that Nasser ever
had a serious intention of waging war on Israel, not-
withstanding his concentration of troops in the Sinai
Peninsula. Lenczowski argues:

In fact, despite the impressive accumulation of arms of
Soviet provenance in Egypt, Nasser with his military



instinct and experience would have hesitated to launch
an offensive attack and thus risk his own survival. By the
same token, there always existed in Israel a school of
thought, which might be called territorial-military, that
viewed the existing Israeli boundaries as highly incon-
venient, insecure, and inviting disaster in case of all-out
war with the Arabs. This school was in favor of an
enlarged territory for Israel so as to ensure the necessary
margin of strategic safety. For this school, therefore as-
suming that Israel was militarily prepared, a clumsy
provocation such as Nasser had conveniently provided
by ordering the UNEF out supplied a welcome opportu-
nity for waging a preventive war. (Lenczowski 1980)

Isracl launched a well-prepared war on June 5,
1967. In three hours of precise wave attacks, Israeli
aircraft struck Egyptian airfields, destroying three
hundred of the 431 aircraft in the Egyptian inventory.
Then, during the noon hours and early afternoon,
similar attacks destroyed the air forces of Jordan and
Syria, and Iraqi aircraft deployed at a major airfield in
western Iraq. The achievement of immediate Israeli air
superiority enabled the outnumbered Israeli ground
forces to have the decisive advantage in the land bat-
tles that followed. By June 8, Israel controlled the area
from Gaza to the Suez Canal and south to Sharm el
Sheikh. By June 7, Jordan ceded Arab Jerusalem,
Nablus, Jerico, and the rest of the West Bank. Israel
pressed into Syria and secured the Golan Heights on
June 10. Israel lost around one thousand men; the
Arabs around eighteen thousand.

Israel’s smashing victory during the Six-Day War
stunned the Arabs and left Israel in a position of
strength. Arabs, charging the United States for help-
ing Israel, severed their diplomatic relations with the
United States. The USSR used this opportunity to
increase its role as arms supplier and chief benefactor
of the Arabs. The United States moved to replace
France as the main supplier of arms to Israel.

On November 22, 1967, the UN Security Council
unanimously approved a resolution (Security Council
Resolution 242) calling for the withdrawal of Israeli
forces from the occupied Arab areas. This resolution
remained the basis for all subsequent peace initiatives.

The October (Yom Kippur) War of 1973

Anwar al-Sadat succeeded Nasser after his death in
September 1970. Sadat had been among the Free
Officers cadre that had overthrown King Farouk in
1952 and had been part of Nasser’s leadership council
from the beginning. Sadat was painfully aware that
diplomacy would not move Israel out of Sinai and
other occupied Arab lands. He also doubted that
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Russians could effectively help Egypt to get back
their lost territories.

In 1972, therefore, Sadat expelled the twenty thou-
sand Russian military advisors and operations per-
sonnel serving in Egypt. He hoped that in return the
United States would persuade Israel to reach a nego-
tiated settlement. The United States made no attempt
to force Israel to compromise; indeed, the United
States looked the other way as Israelis began building
permanent settlements in occupied territories. The
expulsion seemed to diminish the possibilities that
Egypt would soon launch a war against Israel. Sadat,
meanwhile, knew that with every passing day, the
Isracli occupation of Arab lands would come to
seem more acceptable, even normal. Soon the world
would accept it as a fact. Repeatedly, Sadat warned
that war would come if the Israelis did not withdraw.
Repeatedly he was ignored.

As early as 1971, he began to prepare for war.
Sadat approached Hafez al Asad, the new president
of Syria, who eagerly supported the concept of a two-
front war. For both Sadat and Asad, receiving suffi-
cient arms from the Soviet Union was the key to their
war effort. Because the United States did not take
Sadat seriously, he swallowed his pride and turned
to Russia for arms.

On October 6, 1973, during the Jewish holiday of
Yom Kippur, Egypt and Syria jointly launched an
attack against Israel. The Israeli high command, de-
spite sufficient intelligence, was caught by surprise,
having misinterpreted the evidence of an impending
attack until just hours before it occurred. In accor-
dance with a meticulously planned and methodically
executed operation, nearly ninety thousand Egyp-
tian troops, supported by intense artillery barrages
and aerial bombardments, crossed the Suez canal,
destroyed the much vaunted Bar-Lev defensive line,
which Israelis had thought impregnable, then drove
several miles deep inside the Sinai. An elaborate air
defense system behind the canal effectively neutra-
lized Israeli air strike capabilities against the Egyptian
positions. On the Syrian front, Israelis were driven off
the Golan Heights.

These stunning victories came as a surprise to ev-
eryone except possibly Sadat. “Israel may not have
been quite on the verge of extinction, but her national
existence was threatened as it had never been before,
and her leaders knew that without outside assistance
she was doomed. Only the United States could pro-
vide the necessary help in the form of new planes,
tanks, and missiles (Ambrose and Brinkley 1997).
In all, it was estimated that Israel lost five hundred
tanks and 120 aircraft and suffered 2,400 killed and as
many wounded; the Arabs lost 1,500 tanks and 450
airplanes, while their numbers killed and wounded
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exceeded Israeli’s. Many of these destroyed tanks lie
throughout the Sinai still today. The cost to all the
combatants was staggering; it has been estimated that
Israel spent $7.2 billion.

The Israelis began making frantic demands on
Henry Kissinger for supplies, especially after October
10, when the Russians launched a large-scale airlift of
supplies to Syria and Egypt, replacing their arms lost
in battle. The Russian objective was to support a
cease fire after the Arabs had won the maximum
advantage from their surprise attack and before Israel
had time to mount an effective counteroffensive. On
October 13, President Richard Nixon ordered an
all-out airlift by US military aircraft direct to Israel.
In the end, US deliveries substantially exceeded those
of Moscow to the Arabs, proving that America’s
military capacity in time of crisis was superior to
that of the Russians. On October 15, with the US
equipment, the Israelis began their counterattack,
crossed the Suez at two points, and encircled the
Egyptian Third Army while driving the Syrians back
from the Golan Heights.

After it became clear that the tide was turning
against the Arabs, the United States and the Soviet
Union reached an understanding permitting the
adoption of UN Resolution 338 which called for a
cease-fire on October 22. UN Resolution 338 reiter-
ated that the consenting parties implement Resolution
242 in all its parts. The cease fire did not hold, and on
October 24, Soviet leader Leonid Brezhnev proposed
to Nixon that they both take action to enforce it.
When the United States rejected this, the Soviets
seemed as if they would intervene unilaterally, where-
upon president Nixon ordered a partial alert of US
forces. “The specter of a world war loomed until the
passage of UN Resolutions 339 and 340, calling for a
cease fire and providing for a United Nations Emer-
gency Force (UNEF), which began to arrive on the
lines between the Egyptian and Israeli armies on
October 27.” (Fisher and Ochsenwald 1990)

Despite the joint US-Soviet role in bringing an end
to the 1973 war, Secretary of State Henry Kissinger
emerged as the central mediator in postwar negotia-
tions. Flying from Israel to Arab capitals in his
specially equipped jet airliner, Kissinger engaged in
what came to be known as shuttle diplomacy.
Kissinger’s efforts gradually produced a series of
disengagement agreements. The first agreement, on
October 28, 1973, secured Israel’s assent for relief of
Egypt’s encircled Third Army. A subsequent agree-
ment, on November 11, committed both Egypt and
Israel to implement Resolution 242 and 338 and to
stabilize a cease fire.

In January 1974, Egypt and Israel signed a disen-
gagement agreement. Israel agreed to pull back her
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troops twenty kilometers east of the canal and
allowed limited numbers of Egyptian soldiers to be
stationed on the east bank, separated from Israeli
forces by UNEF detachments. This agreement signif-
icantly reduced the chances of a future surprise attack
by either side. Kissinger’s assurances that the United
States would work for implementation of Resolution
242 and 338 enabled him to secure Asad’s acceptance
of a Syrian—Israeli Separation of Forces agreement on
May 31, 1974. Finally, in 1975, Egypt and Israel
signed a Sinai disengagement pact in Geneva.
NASSER MOMAYEZI

See also Ethnic Conflicts: Middle East; Israel; Middle
East: International Relations
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ARAFAT, YASSER
Yasser Arafat’s very name evokes contrasting emo-
tional responses: To some, he was the personification



of legitimate Palestinian nationalism. To others, he
was a duplicitous scoundrel who told the West he had
renounced terrorism while slyly encouraging his
“Martyr’s Brigades.”

Arafat claimed to have been born in Jerusalem, but
convincing evidence shows that he was born on
August 24, 1929, in Cairo. His father was a merchant,
comfortable but not rich. His mother died when he
was five years old, and he was sent to live with his
maternal uncle in Jerusalem. Estrangement between
father and son is indicated by the fact that Yasser did
not attend his father’s funeral.

Yasser Arafat’s life was interwoven with political
events in the Middle East. In 1947, Arab states
rejected a United Nations plan to partition the Holy
Land into Jewish and Palestinian states. Arafat was
ready for guerrilla war, but Arab armies invaded the
new state of Israel. The cease-fire lines of 1948 created
the Israeli borders that most of the world now accepts
as legitimate. Arafat returned to Cairo to study civil
engineering but immersed himself in Palestinian exile
politics and led the Union of Palestinian Students
from 1952 to 1956. Arafat was in Cairo to witness
the tumultuous events that brought Col. Gamal
Abdel Nasser to power, but he always championed
Palestinian nationalism over Nasser’s wider ideal of
Pan-Arabism.

After earning his degree in 1956, Arafat joined
the Egyptian Army and fought in the Suez campaign.
He moved the next year to Kuwait, where he estab-
lished a contracting firm while devoting all his
spare time to the Palestinian cause. In 1958, Arafat
and other Palestinian exiles founded al-Fatah, an
underground group dedicated to waging guerrilla
war against Israel. In May 1964, the Arab League
formed the Palestine Liberation Organization (PLO)
in East Jerusalem. Arafat opposed the PLO
until Fatah could gain control of it. Always in
need of a patron but unwilling to cede control of his
movement, Arafat allied himself with Syria in 1966
only to find himself imprisoned and threatened with
execution by the Syrian Baathist dictator Hafez
Assad.

In June 1967, Israeli forces inflicted a swift,
humiliating defeat on the combined armies of Egypt,
Syria, and Jordan. Now the territories from which
Arafat had hoped to liberate his homeland—Sinai,
Gaza, the West Bank, East Jerusalem, and the
Golan Heights—all fell under Israeli military occupa-
tion. This new catastrophe triggered a power struggle
within the Palestinian movement. Arafat lacked any
coherent ideology but proved a master of media
symbolism. His unshaven face, kaffiyeh, sunglasses,
pistol, and ever-present military uniform were
instantly recognizable worldwide.

ARAFAT, YASSER

In 1968, Arafat relocated to Jordan, home to
thousands of Palestinian refugees. There, he recruited
so many young fighters that he threatened the power of
Jordan’s King Hussein. The king struck with devastat-
ing force in September 1970, killing thousands of
Palestinians and driving Arafat into Lebanon. The
tenacious guerrilla leader now turned to terrorism yet
retained enough legitimacy to be invited to address
the UN in 1974. He did so with a pistol strapped to
his side.

Civil war erupted in Lebanon in 1975. The next
year, Syria sent troops into that country, at least in
part to control Arafat. The Palestinian leader’s sense
of betrayal by other Arab leaders was sharpened
when Egyptian leader Anwar Sadat signed a peace
treaty with Israel in 1979. The Israeli Army invaded
Lebanon in 1982 and drove northward all the way to
Beirut. It seemed that Arafat’s forced removal to
Tunis, so far from his occupied homeland, might
signify the end of the PLO. Power struggles erupted
inside the organization. However, with funding from
sympathetic individuals and governments Yasser
Arafat rebuilt the PLO infrastructure to include
schools and welfare agencies. He was fully back in
control by 1987 when he moved his headquarters to
Baghdad. The first intifada (spontaneous Palestinian
uprising) began in that year. Arafat now found himself
struggling to stay ahead of frustrated young militants.

In 1988, Arafat embarked on the pragmatic phase
of his long campaign for Palestinian statehood. He
boldly declared his recognition of Israel and re-
nounced terrorism (without flatly condemning it
when practiced by others). In 1989, the Palestinian
National Council elected him president of the hoped-
for future Palestinian state. When Saddam Hussein
invaded Kuwait in August 1990, Arafat voiced sup-
port. This was a strategic blunder, because the Saudis
and other Gulf monarchs cut off their subsidies to the
PLO, distribution of which had been one of the ways
that Arafat maintained control of the movement.
Ordinary Palestinians working in the Gulf states
paid a price for Arafat’s endorsement of the Iraqi
invasion, too, as nearly all were summarily fired.

Arafat survived this political debacle and, no less
miraculously, walked away from a plane crash in the
Sahara Desert in April 1992. In 1993, he signed the
Oslo Agreement, which was supposed to usher in Pales-
tinian self-rule in the West Bank and the Gaza Strip
over a five-year period. For this achievement, which
ultimately came to naught, Arafat, Yitzhak Rabin, and
Shimon Peres were jointly awarded the Nobel Peace
Prize in 1994. Arafat now was able to enter the Gaza
Strip for the first time in twenty-seven years and
to begin governing there under the auspices of the
Palestinian Authority (PA). In 1996, Palestinians held
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their first election. Arafat was confirmed as PA
leader and his allies gained control of the Palestinian
Legislative Council.

From the year 2000 onward, Yasser Arafat’s posi-
tion weakened. He rejected a peace plan urged on him
by President Bill Clinton and Israeli Prime Minister
Ehud Barak. A second intifada erupted after Ariel
Sharon’s deliberately provocative visit to the Temple
Mount in East Jerusalem. In 2001, Sharon became the
Israeli prime minister and George W. Bush entered
the White House; both men regarded Arafat as un-
trustworthy. The US president urged Palestinians
to find a better leader and the Israelis laid siege to
Arafat’s headquarters in Ramallah. In the last years
of Arafat’s life, the Israeli government relentlessly
narrowed his power. He could not even leave his
compound in Ramallah until he was on the verge of
death, when he was flown to a hospital in Paris. He
died there on November 11, 2004, at the age of 75. He
was buried in Ramallah, but if the Palestinians
achieve a state whose capital is East Jerusalem, he
will be reburied there.

Ross MARLAY

See also Arab—Israeli Wars (1948, 1956, 1967, 1973);
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ARBENZ GUZMAN, JACOBO

Jacobo Arbenz Guzmén (1913-1971) was born to
a Swiss immigrant and a Guatemalan mother in
Quetzaltenango, Guatemala on September 14, 1913.
In 1932, he began attending the Polytechnic Acade-
my, where he majored in social science and military
courses. He graduated at the top of his class as a
sublicutenant in 1935 and returned two years later
to teach social science and military courses. Shortly
after meeting Maria Cristina Villanova, the rebellious
daughter of a wealthy Salvadoran family, they were
married in 1939.
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Disillusioned with the Ubico and Ponce dictator-
ships, Arbenz was a protagonist in Guatemala’s Rev-
olution of October 20, 1944. Major Francisco Javier
Arana, Jorge Torriello Garrido, and Arbenz com-
prised the revolutionary junta that governed Guate-
mala after they deposed Federico Ponce Vaides.
Shortly afterward, when Juan José Arévalo became
president, he appointed Arbenz Defense Minister.

Quetzaltenango’s National Integration Party, along
with the National Renovation and Revolutionary
Action Parties, nominated Arbenz for president dur-
ing Guatemala’s next electoral campaign. On March
15, 1951, after easily winning the presidency, Jacobo
Arbenz succeeded Juan Jose Arévalo. His government
followed the social, economic, and political reforms
brought forth by the 1944 Revolution. His administra-
tion proved to be populist and nationalistic, with a
political program that included agrarian reform, in-
dustrialization, defense of democratic institutions, and
Guatemala’s sovereignty. Among several major pro-
jects, he started the road that connected Guatemala
City to the Atlantic Coast—weakening the monopoly
that the US-owned International Railways of Central
America had on transportation to Guatemala’s Atlan-
tic ports. Arbenz’s most controversial project was his
agrarian reform program after the 1952 passage of
“Decree 900.”

Unfortunately for the landless and predominantly
indigenous majority of Guatemala’s inhabitants,
Arbenz’s confiscation of unused lands from large land-
holders like the United Fruit Co. generated open hos-
tility to Guatemala’s President on the part of the US
government. Kinship and collaboration between one
of United Fruit Co.’s largest stockholders and the head
of the Central Intelligence Agency (CIA) also contrib-
uted to increasing tensions with the Eisenhower admin-
istration under the guise of the “Red Scare” and
McCarthyism. Arbenz’s fight against US Imperial-
ism—represented in Guatemala by companies such as
Bond and Share and United Fruit Co.—branded him a
“communist” and lead to CIA plans for his overthrow.

The CIA’s plans to assassinate Arbenz, which were
active up until the day he was ousted from office, were
not carried out. However, on June 18, 1954, a
small army led by Lt. Colonel Castillo Armas—with
logistical support from the United States—entered
Guatemala from Honduras and took control of the
eastern department of Chiquimula. The US-sponsored
overthrow of Arbenz’s democratically elected govern-
ment became official on June 27, 1954, when he an-
nounced his resignation, after which he and his family
took asylum in Guatemala’s Mexican embassy. He
and his family started their life in exile in Mexico
but were forced to move to Switzerland, Czechoslo-
vakia, Moscow, Paris, Uruguay, and Cuba within six



years. In 1970, they were finally granted permanent

asylum in Mexico, where a demoralized fifty-eight-

year-old Arbenz drowned in a bathtub in 1971.
GusTtAvo ADOLFO GUERRA VASQUEZ

See also Central America: History and Economic De-
velopment; Central America: International Relations;
Guatemala
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ARGENTINA

Encompassing an area of 1,057,518 square miles,
Argentina, in terms of territorial size, is the largest
Spanish-speaking nation in the world and the second
largest country in Latin America. Argentina, with its
250,000-square-mile Pampas region, has the most fer-
tile soil in Latin America and is one of the world’s
leading beef and grain exporters. Additionally, Argen-
tina is rich in minerals and is an oil-producing nation,
with an estimated three million barrels in reserves.

Argentina’s population of 39.1 million inhabitants
is not evenly distributed. The Pampas, with 22% of
the national territory, is home to 85% of the popula-
tion. Located in the Pampas, Argentina’s capital—
Buenos Aires—contains more than one-third of the
national population. Largely as a result of a massive
European migration during the late nineteenth and
twentieth centuries, Argentina has the highest white
population in Latin America. Approximately 97%
of the population is white—mostly descendants of
Spanish and Italian immigrants.

With an impressive educational system, Argenti-
na’s population has one of the highest literacy rates
in Latin America, and its life expectancy rate of
seventy-six years is considerably higher than that of
the rest of Latin America. Although Argentina’s un-
employment rate stands at 16.3%, its gross domestic
product purchasing power per capita is among the
highest in Latin America at $11,200.

Argentina—land of silver—owes its name to the
Spanish conquistadores. Argentina, however, was a
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misnomer, for there was neither gold nor silver. As a
result, the Spanish Crowns treated Argentina with
benign neglect. In 1776, due to Spanish concerns
over possible foreign encroachments on its southern
colonies, the Viceroyalty of La Plata was established
with its seat in Buenos Aires.

Argentina became no exception as Spanish colo-
nies sought independence in 1810. The Argentines’
quest to exercise hegemony over the territories in
the Viceroyalty of La Plata led to the creation of the
United Provinces of South America. However, pro-
vincial animosity and mistrust of Buenos Aires led to
the federation’s breakup. Argentine independence
hero José de San Martin’s victory over the Spaniards
in Chile in 1818 consolidated independence in the
Southern Cone. Independence, on the other hand,
opened the way for anarchy as provincial caudillos
became the real rulers of Argentina. In 1829, Argen-
tina experienced a new era with the rise of Juan
Manuel de Rosas. This Argentine caudillo, who
ruled Argentina until 1852, gave the nation much
needed stability at the expense of violating human
rights.

During the latter half of the nineteenth century,
Argentina experienced further expansion of its fron-
tier, the rise of an effective educational system, and a
massive increase in population. European immigra-
tion contributed to the rise of the middle class, as well
as the creation of the Union Civica Radical, an anti-
oligarchical party. From 1916 until 1930, the Radi-
cales were able to curtail the power of the land-owning
estancieros, the Buenos Aires merchants, and industri-
alists. However, Radical President Hipolito Irigoyen’s
ineptitude to deal with the Great Depression led to
military intervention in 1930.

After the 1930 coup, Argentina was governed by
an ineffective coalition of Socialists, Radicals, and
Conservatives known as the Concordancia. Besides
its corruption, the Concordancia is best remembered
for the infamous Roca-Runciman Agreement by
which Argentina agreed to reduce tariffs on British
goods and guaranteed the profits of British-owned
public transportation enterprises in exchange for
increased British purchases of Argentine beef.

Dissatisfaction with the Concordancia administra-
tion and the perceived British control of the Argentine
economy prompted a group of nationalist Army
officers to stage a coup in 1943. Among these officers
was Colonel Juan Domingo Peron, who would become
the most salient figure in twentieth century Argentine
politics.

Entrusted with the post of Minister of Labor,
Perén saw Argentine labor as an untapped source
of support for his ambitions. Peron organized the wor-
kers into the state-sponsored General Confederation
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of Labor (CGT). Per6n granted workers a series of
benefits unprecedented in Argentine history.

In 1946, in the fairest presidential election ever
conducted in Argentine history, Perén became presi-
dent. Perén’s socioeconomic program during his first
presidency from 1946 until 1951 was important
for practically every sector of Argentine society.
Workers not only obtained benefits, but also received
a cumulative 30% higher wages. The military also
gained prestige, for 30% of the national budget was
earmarked for defense spending. His industrialization
program, combined with import-substitution mea-
sures, pleased Argentine industrialists who saw in
them an opportunity to increase their profits. Peron’s
nationalization of British railroads and public utilities
satisfied nationalists, because it symbolized economic
redemption. Civil servants were extremely supportive,
as their ranks grew by geometric proportions. Lastly,
Peron enjoyed the unequivocal support of the Catholic
Church. Not only did the Church view Perén as a
bulwark against Communism, but its role in Argentine
education was expanded.

The Argentine oligarchy was the one sector of
Argentine society opposed to Perén. His populist
measures represented a perceived threat to their
stability. Peron’s antioligarchical rhetoric, however,
did very little in changing the power of the estan-
cieros. Cognizant of the fact that his socioeconomic
program depended on export of Argentine beef and
cereals, he did not undertake an agrarian reform
program. To do so would have meant a decline in
agricultural production and, consequently, a drastic
reduction in export revenues.

Although Perdn was reelected in 1951, his second
term suffered a major blow with the death of his
charismatic wife, Evita, in 1952. In addition, the
Argentine beef industry with its outdated technology
began to face stiff competition from beef-producing
nations. Economic woes were exacerbated when
Argentine oil production was unable to meet Peron’s
industrialization program demand. European eco-
nomic recovery, also contributed to the downward
spiral, as European demand for Argentine beef and
grain lessened. As a result, the peso declined in value
and inflation was rampant.

With the exception of his loyal workers, Perén
began to lose the support of all sectors that previously
backed him. Finally, in 1955, Perén’s quarrel with the
Catholic Church over the government’s legalization
of divorce and prostitution resulted in his excommu-
nication. The Church’s action was the coup de grace
for the Peron regime. On September 16, 1955, the
dissatisfied armed forces overthrew him and sent
him into exile.
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The military regimes of Generals Lonardi and
Aramburu (1955-1958) embarked on a de-Peroniza-
tion campaign, which ultimately failed. From 1958
until 1973, Argentina was beset by political instabili-
ty. The non-Peronist civilian administrations of
Arturo Frondizi, José Maria Guido, and Arturo Illia
(1958-1966) were inept at best, while the military
governments that ruled Argentina from 1976 until
1983 never succeeded in de-Peronizing Argentina.
Peron, although in exile, was a political genius who
knew how to bring out the best in his supporters and
the worst out of his enemies, and in 1973, the military
had no other choice than to allow Peron’s return.
After eighteen years in exile, Perén returned to the
political arena. With his wife “Isabelita’ as running
mate, he swept into office with 62% of the vote. A
feeble figure, he lasted only ten months in office. On
July 1, 1974, Peron died of a heart attack.

Unable to contain a wave of violence between
left-wing terrorist groups such as the Montoneros and
the Ejército Revolucionario del Pueblo (ERP) and the
right-wing Alianza Anticomunista Argentina (The
Triple A), Isabel Peron’s regime also was beset by
inflation, rising oil prices, fallen export revenues, cost
of living increases, and a rift between her supporters in
the CGT. Finally, on March 24, 1976, the armed forces
staged a coup, ending the inept regime.

Military rule in Argentina from 1976 until 1983 was
known as the proceso. Led by junta leader, General
Jorge Rafael Videla (1976-1981), the military success-
fully crushed the Montoneros, the ERP, and other
terrorist organizations in less than three years. In car-
rying out this campaign, known as the “Dirty War,”
close to twenty thousand Argentines suspected of
being terrorists were secretly executed. They became
known as the desaparecidos (the disappeared ones).

Although crushing suspected terrorists was impor-
tant to the junta, economic recovery was just as im-
portant. The junta appointed a civilian technocrat,
José Martinez de Hoz, as Finance Minister. His recipe
for economic development, consisting of gradually
dismantling the number of state-owned enterprises,
bureaucratic reduction, freezing wages, canceling
government subsidies, and attracting foreign invest-
ments through favorable tax laws and tariff
reduction, was well-received by the Argentine elites.
It also met no labor opposition, because the junta had
outlawed the CGT.

Martinez de Hoz’s plan yielded positive results. By
1979, Argentina enjoyed a favorable balance of
payments and there was a considerable increase in
export revenues. The gross domestic product had
increased by 7%, and inflation had been reduced
from almost 450% to 150%. The Argentine middle



class began to enjoy the fruits of Martinez de Hoz’s
plan, as they went on a shopping spree in Miami and
New York City.

In 1981, however, Martinez de Hoz’s economic
miracle turned into a nightmare. Although his pro-
posed goal of reducing state-owned enterprises was a
commendable one, it simply was untenable. Heavy
borrowing abroad in order to keep state-owned enter-
prises afloat, combined with rampant speculation and
an overvalued peso, were directly responsible for this
economic collapse.

In an effort to divert attention from the financial
catastrophe, recently appointed junta leader, General
Leopoldo Galtieri, on April 2, 1982, undertook the
recovery of the Falkland/Malvinas Islands, which had
been under British occupation since 1823. Although
the Argentine Air Force fought bravely, Argentine
conscripts were no match for British forces, who
successfully expelled the Argentines in June 1981.
The Argentine military debacle incurred the people’s
wrath and the junta had no other choice than to
return power to the civilians.

In 1983, Raul Alfonsin of the UCR took office as
president. Although he succeeded in restoring civil
liberties and constitutional order, his administration
was beset by triple-digit inflation, the “Dirty War’s”
aftermath, and the CGT’s bitter opposition to
his economic development plan, centering on bureau-
cratic reduction, and wage controls. Numerous
CGT-sponsored labor strikes seriously impacted the
Argentine economy. Alfonsin’s inability to cope with
the economic situation, coupled with his party’s
fragmentation, resulted in the Partido Justicialista
(Peronist Party) candidate Carlos Menem’s triumph
in the 1989 elections.

Upon assuming office, Menem radically departed
from Peronist state-controlled economic policies in
favor of a development program based on a free-mar-
ket economy and privatization of government-owned
enterprises. Menem’s policies, although denounced by
the CGT, brought positive results. Inflation was re-
duced to minimal levels, and the gross domestic prod-
uct experienced a 10% annual increase. Additionally,
Menem’s measures were extremely popular with the
International Monetary Fund (IMF) and the World
Bank, which continued to issue favorable interest loans
to Argentina. On the negative side, his program was
detrimental to the Argentine poor, as unemployment
arose among the poor and less educated.

Riding a wave of popularity, Menem gained the
necessary support to change the Constitution to allow
immediate presidential reelection, which he won in
1995. Although Menem’s second term witnessed
continued economic improvement through privatiza-
tion, it was marred by widespread graft and rampant
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corruption. In spite of these maladies, Partido
Justicialista candidate Fernando de la Rua was
elected president in 2001.

De La Rua’s administration experienced recurring
economic problems of inflation and an immense
foreign debt. Concerns over the country’s inability
to refinance its debt led to capital flight and a halt
by foreign investors. As a result of the financial panic
and widespread discontent, De la Rua left his
unfinished term in disgrace.

After a two-year provisional interlude, a presiden-
tial primary was held on April 27, 2003. Menem,
attempting a comeback, led all candidates, while
Néstor Kirchner, another Justicialista candidate, fin-
ished second. A run-off election was scheduled for
May 25, 2003. On the eve of the election, Menem,
faced with countless charges of fraud and corruption,
withdrew, and Kirchner was declared the winner by
default. Although Kirchner’s administration faces the
difficult task of economic recovery and restoring pub-
lic confidence, it appears that Argentine democracy
has consolidated itself, and Argentines look for a
better future.

Jost FERNANDEZ

See also Ethnic Conflicts: Southern Cone (Latin Amer-
ica); Menem, Carlos; Peron, Juan Domingo; Southern
Cone Common Market (MERCOSUR); Southern
Cone (Latin America): History and Economic Develop-
ment; Southern Cone (Latin America): International
Relations
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ARIAS SANCHEZ, OSCAR

Oscar Arias Sanchez (1941- ) was born in Heredia,
Costa Rica, on September 13, 1941, into a progressive
and activist coffee planter’s family that believed
deeply in Costa Rican independence, democracy
and, later, the abolition of the military. Arias did his
undergraduate studies at the Colegio Saint Francis
and Boston University. He then studied law and
economics at the University of Costa Rica, San Jose,
before matriculating to the University of Essex in
Great Britain. He received his M.A. and Ph.D. from
Essex. His dissertation, later published in 1974, was
entitled, “Who Rules Costa Rica.”” The first of many
books and articles published by Arias on history and
politics, it has won awards and is a well-regarded
narrative account of Costa Rican political history.

Throughout his time in school, he was an active
member of the social democratic National Liberation
Party (NLP). In 1970, he embarked on his political
career, becoming a leading supporter of, and loyal
assistant to, reformist former President Jose Figures,
who was seeking office again. In 1972, Figures was
elected President, and Arias was appointed Minister
of National Planning and Political Economy.

In 1975, the NLP elected Arias their international
secretary and, four years later, general secretary.
During the late 1980s, he represented the NLP at
many International Socialist Congresses. In 1978, he
won a seat in the Legislative Assembly even though
the Christian Social Unity Party (CSUP) won the
Presidency and a legislative majority.

In 1981, he resigned his seat to work for his party’s
presidential candidate, Luis Alberto Monge, who won
the 1982 election. In 1986, Arias ran for the presidency,
outpolling his CSUP rival 52.3% to 45.8%. Even before
he became president, he had been a leading voice for
peace in Central America. As president, he acted to
end the bloodshed in Nicaragua and El Salvador.
Although he opposed the communist government
in Nicaragua, instead of supporting the US-backed
Contras, he engaged the Sandinistas in a peace dialog.

In May 1986, he met with the leaders of
Guatemala, Honduras, El Salvador, and Nicaragua
to discuss a peaceful solution to the region’s conflicts.
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Although no concrete plan was approved, Arias was
able to get the Central American nations to meet
again in early 1987. This time, Arias presented his
own peace proposal, one he had originally written
on a napkin. This plan became known as the ““Arias
Plan.” It called for the five states to work toward
democracy, freedom of the press, and free and open
elections for all Central American states. It also
pledged these nations to drastically limit the size of
their militaries. To this end, Costa Rica reaffirmed the
abolition of its military in 1948. The plan, officially
known as the “Esquipulas II Accords” or “Procedure
to Establish a Firm and Lasting Peace in Central
America,” was signed by all five leaders on August
7, 1987, in Guatemala. For his efforts, Arias won the
1987 Nobel Peace Prize.

Arias believed in minimal government economic
intervention. During his tenure, Costa Rica experi-
enced a 4% annual growth in its gross national
product and the lowest unemployment rate in the
hemisphere at 5.6%. Costa Rica has, over the past
fifteen years, had the most stable economy in Central
America and is a model for its neighbors.

Arias was a very visible president. He spent much
of his time, without a bodyguard, driving himself
through the towns and villages of his country min-
gling with the citizenry, often over a cup of coffee or a
meal in a local restaurant. This pattern has continued
since he left office in 1990. Moreover, Arias has
become arguably the most famous and respected
advocate for peace and disarmament in the world.
In 1988, he used the Nobel Prize monetary award to
establish the Arias Foundation for Peace and Human
Progress. Over the past decade, the Foundation has
formed: the Center for Human Progress to promote
equal opportunities for women, the Center for
Organized Participation to “strengthen the participa-
tion and action of civil society in Central America,”
and the Center for Peace and Reconciliation to work
for demilitarization and conflict resolution in the
developing world.

From these headquarters, Arias has literally
traveled the globe to speak with compelling candor
and sincerity about the need for the world to reduce
arms and military expenditures, especially in the
developing world. He has spoken in dozens of univer-
sities and colleges in the United States and Canada,
where he is received by enthusiastic and supportive
crowds of thousands. He speaks to press associations,
business conventions, and academic organizations,
such as the Association of Third World Studies’
annual international conference held in Costa Rica in
November 1999.

One writer dubbed him “Democracy’s Guerrilla,”
another named him the “Warrior for Peace.”



However apt, Arias does not just speak of peace in
abstract terms. He and his foundations” work force
have concrete plans to redirect money away from
military organizations in the developing world and
toward economic growth, human development, and
education. Arias has long argued that the military in
Latin America has seldom, if ever, been used to
defend national borders. Instead, it has been a tool
to support totalitarian governments and for the re-
pression of human rights within their own countries.
Indeed, Costa Rica has been an example to all
having nurtured a longstanding belief in demilitariza-
tion, firmly established by its abolition of its military
following its ruinous civil war of 1948. Arias’s recon-
firmation of this policy and Costa Rica’s relative
prosperity have become visible evidence to many de-
veloping nations of the validity of Don Oscar’s words
and deeds. In many ways, Oscar Arias Sanchez has
been a product of his nation’s democratic and pacifist
traditions. However, no one in Costa Rican history
and few in world history have spoken so eloquently of
the need to work for peace in order to preserve and
share the world’s dwindling resources, thus, guaran-
teeing the survival of the planet. Once when chided
for his idealism, Arias replied, “politicians have an
obligation to be dreamers. . .to want to change things.
No one in Central America can be satisfied with the
status quo. There is too much poverty, violence,

hunger, and misery.”
WiLLiam P. HEAD
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ARISTIDE, JEAN-BERTRAND

Twice-elected president of Haiti, Jean Bertrand
Aristide (b. July 15, 1953) is, and likely will remain,
a figure of controversy among Haitians, those
who characterize US actions in the Caribbean as
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imperialist, and those engaged in the neoliberal eco-
nomic policy debate. A leftist and former Roman
Catholic priest, Aristide advocated liberation theolo-
gy, which presses believers to work for political and
economic change now in order to help the poor and
the disenfranchised. His avocation put him at odds
first, with the terror-drenched Duvalier regime, and
then, in 1987, with the violent and repressive military
rulers who seized power when Jean-Claude Duvalier
fled the country. When, in 1990, the Haitians held
what many characterize as their first democratic elec-
tions ever, Aristide won the presidency with about
two-thirds of the vote.

Upon taking office on February 7, 1991, he imme-
diately implemented policies to restore and strengthen
the economy, to encourage national economic devel-
opment that would benefit all Haitians, and to respect
human rights. On September 30, 1991, after little
more than six months, a military coup d’état unseated
him. In exile in the United States, Aristide pressured
that government, as well as other Organization of
American States and United Nations members, to
help to restore Haitian democracy. An economic em-
bargo, followed by a threatened US invasion, led the
Haitian military to step down, allowing Aristide to
resume his presidency.

Returning to office on October 15, 1994, Aristide
brought a contingent of about 20,000, mainly US
soldiers. Many characterize his post-coup policies as
reflective of the neoliberal economic preferences of
Washington, DC, the International Monetary Fund,
and the World Bank, including opening Haiti’s
markets to imported rice, which eventually displaced
many domestic farmers. However, Aristide resisted
pressures for other neoliberal policies. He also
sought to neutralize the military by disbanding it
and implementing a civilian police force.

Under the Haitian constitution, Aristide could not
succeed himself. Instead, his close associate, Prime
Minister René Préval, won the office in 1995. In
2000, Aristide ran and won the presidency with
91.8% of the vote in an election that the major
opposition parties boycotted. In response to
allegations of irregularities, the United States acted
to withhold international loans and aid to the state.
Aristide was without vital resources for Haitian de-
velopment and poverty alleviation. Growing violence,
which intensified in January 2004, calls for his ouster,
and increasing antigovernment activity marked his
last months in office. Soon, significant parts of Haiti
were under rebel control. On February 29, 2004,
Aristide boarded a plane with his wife and close associ-
ates and left Haiti for the Central African Republic.

This remains one of the most contested parts of
the Aristide story. Aristide claims that he wrote a
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conditional letter of resignation, which the United
States altered to make effective immediately. Further,
he alleges that US forces kidnapped him, threatening
bloodshed, and forced him to board the plane leaving
Haiti. Aristide contends that he remains the constitu-
tional leader of Haiti and has returned to the region,
perhaps with an eye to regaining power. The
United States offers a very different story about the
Haitian president’s exile, arguing that it facilitated his
voluntary departure. Haitians remain extremely
divided over Aristide and his legacy. The state’s
grinding poverty, rampant violence, and serious un-
derdevelopment continue, however.

JANET ADAMSKI

See also Caribbean: History and Economic Develop-
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ARMED FORCES OF THE PEOPLE

The Armed Forces of the People, or Forces Armées
Populaires (FAP), was the title given to the national
military of Madagascar after the establishment of the
regime of Didier Ratsiraka in June 1975. The former
National Army of the First Malagasy Republic was
rapidly restructured in order to maintain stability and
to create an instrument that would facilitate the tran-
sition to state socialism. The Charter of the Malagasy
Socialist Revolution propagated that same year de-
clared a new role for the military that emphasized
indoctrination with the ideological program of the
leadership and dedicated subservience to the ruling
party. In order to reduce historic interethnic frictions
and limit the potential for internal disputes that
might threaten the regime, the armed services were
separated into several departments: the Air Force and
Navy were merged, and the gendarmerie (state police)
and Intervention Forces were limited in size and
as signed with the maintenance of domestic and
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presidential security, while the largest number of offi-
cers and conscripts were channeled into the Military
Development Committee (CMD) and its subordinate
People’s Army for Development. These forces were
occupied with the management of rural agriculture,
assistance to the state cooperative farms in the trans-
portation and distribution of foodstuffs, road con-
struction, and ideological work in the countryside.
In addition, elements of the army bureaucracy were
channeled into the national education system, while
officers were assigned to state corporations in charge
of agriculture and mining. While the employment of
the armed forces in the execution of “revolutionary
tasks” was not unique among the Third World social-
ist states, the extent to which the Malagasy military
were relegated to civil and economic functions is sig-
nificant in its inherent purpose. Despite the stated
goals of official doctrine, the involvement of the
FAP in development-related activities was intended
as a strategy to both curtail popular dissent and con-
tain political ambitions within the officer corps that
might foster attempted coups detat.

As Ratsiraka reoriented Madagascar’s foreign
relations from the West to the socialist world, the
traditional dependence on French training and mili-
tary aid was replaced with Soviet, Eastern European,
and North Korean arms transfers and advisors. Over
the next decade, the Ratsiraka government vastly
increased recruitment and defense spending, which
totaled nearly thirty thousand personnel and one-
third of the national budget by the mid-1980s. Despite
the expansion of its arsenal due to the influx of
foreign assistance, the FAP’s role in internal policing
and economic activity was reinforced by the over-
all absence of any significant external threats to
Madagascar’s national security.

As the leadership’s dedication to radical national-
ism gradually declined and state-led development
models failed to produce economic prosperity, the
military reverted to more traditional orientations
and sources of aid. When general unrest and nascent
democratic opposition movements began to increase
by the end of the 1980s, the Ratsiraka regime became
increasingly dependent on its elite Presidential Guard
units to suppress dissident activity. With the replace-
ment of Ratsiraka in the elections of 1993, the FAP
retained its compartmentalized force structure.

JasoN E. STRAKES

See also Madagascar
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ARMENIA

The Republic of Armenia is the smallest state of the
former Soviet Union, encompassing some 11,500
square miles of territory. This constitutes only 10%
of the ancient territory of the “Greater Armenia.”
Armenia also is the most ethnically homogeneous
state of the former union republics of the USSR.
Nearly 93% of the total population of 3.5 million
people is Armenian. The rest of the population con-
sists of Russians and Azeris. The proportion of the
non-Armenian population of the country has declined
since 1991 as a result of the intensification of political
and military conflicts in the Caucasus. This is espe-
cially true in the case of the Azeri population, whose
numbers in Armenia have been decimated because of
the ongoing Azeri-Armenian territorial dispute and
the out-migration of the Azeris to the neighboring
republic of Azerbaijan.

Significant Armenian enclaves exist in several So-
viet successor states. According to the 1979 Soviet
census, some 560,000 Armenians resided in Azerbai-
jan Soviet Socialist Republic (SSR), 550,000 in the
Georgian SSR, 330,000 in the Russian Republic
(RSFSR), and 60,000 others were scattered through-
out different parts of the Soviet Union. Although
accurate statistics of the number of Armenians in
these areas since the disintegration of the Soviet
Union are not available, it is safe to assume that
sizable numbers have migrated to the Republic of
Armenia since the late 1980s and early 1990s. The
1979 Soviet census placed the number of the Arme-
nians residing in the Armenian SSR at 2 million. Since
the birth rate in Armenia has declined since 1960,
much of the increase in the Armenian population to
the current level of 3.5 million is attributed to the
emigration of Armenians from other former Soviet
Republics, particularly Azerbaijan.

The Armenian plateau is a landlocked mountainous
region with an average elevation of 5,500 feet above
sea level. Historic or Greater Armenia includes not
only the Republic of Armenia but also a small area in
northeastern Iran, most of the eastern part of Turkey,
and sections of the present republics of Azerbaijan and
Georgia. Modern Armenia borders Iran and the
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Azerbaijan enclave of Nakhichevan to the south, the
Republic of Georgia to the north, the Azerbaijan
Republic to the east, and Turkey to the west. Although
the Armenian region of Turkey was historically
referred to as “Turkish Armenia,” all references to
this term have been removed from modern maps in
Turkey, and the names of several Armenian towns and
villages have been replaced with Turkish equivalents.

Armenia has a long history dating to the kingdom
of Urartu, which was founded in the ninth century
BC. Since the Armenian alphabet was not invented
until the fifth century AD, sources of early Armenian
history are found in documents written in Aramaic,
Syriac, Greek, and Middle Persian. Later sources of
Armenian history were rendered not only in
Armenian but also in Persian, Arabic, Turkish,
Latin, Russian, French, and Italian. This has made
it difficult to reconstruct an objective and cohesive
history of Armenia from ancient times to the present.

During the long centuries of Ottoman control,
Armenians prospered. For some four hundred years,
the Armenians generally eschewed politics and con-
centrated on commercial and financial endeavors.
Turkish—-Armenian relations deteriorated rapidly
with the publication of the Armenian National Consti-
tution of 1863, which called for enhanced autonomy
for the Armenians under Ottoman rule. The promul-
gation of this document coincided with the rise of overt
nationalistic manifestations among the Armenians.
The Ottoman Empire already had been shaken by the
increasing nationalistic demands of its subject peoples
in the Balkans and elsewhere, and it viewed the rise of
Armenian nationalism as a direct challenge to its au-
thority. This resulted in a number of violent episodes
between the Ottoman rulers and their Armenian sub-
jects. During World War I, the Armenians’ enthusias-
tic support of the Allied Powers and their welcoming of
the invading Russian army infuriated the Young
Turks, which impelled them to solve their “Armenian
problem” through mass expulsions and massacres. The
massacre of 1915 is estimated to have caused the death
of more than 1 million Armenians. Turkey’s refusal to
accept responsibility for this massacre remains a major
source of tense relations between Armenia and modern
Turkey.

During the period of Soviet control of Armenia,
Armenians remained highly nationalistic and resisted
Russification attempts. Ethnic secessionism, which
became a powerful force in the Baltic region in the
winter and spring of 1988, appeared in the Caucasus
in January 1988 with the intensification of the
Armenian—Azerbaijani conflict over the control of
Nagorno-Karabakh, a largely Armenian inhabited
area in Azerbaijan. In mid-January 1988, the
Armenians in that region, strongly supported by
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their co-nationalists in the Armenian Soviet Socialist
Republic, staged a major revolt in Stepanakert,
Nagorno-Karabakh’s capital, and demanded that
their region be allowed to join Armenia. Azerbaijan
refused to accede to this demand. Ethnic tensions
between the Azeris and the Armenians reached a
dangerously high level by February 1988, where the
two sides launched wanton attacks against each
others’ lives and properties. Many Azeris, forced to
leave Stepanakert, moved to other cities in Azerbai-
jan. With the specter of Azeri and Armenian pogroms
looming over the horizon, Moscow suspended
Nagorno-Karabakh’s local government and imposed
direct rule over the area in January 1989. Members of
the elite Soviet Interior Ministry troops then occupied
the area to maintain order and prevent further inter-
ethnic bloodshed in the Caucasus. This measure did
not satisfy either side, especially the Azeris, who ac-
cused Moscow of aiding the Armenians in Nagorno-
Karabakh. Although the Nagorno-Karabakh conflict
has now been contained and the area is stabilized, this
conflict has had a disastrous impact on Armenia’s
economy. For example, when the Republic of Azer-
baijan accused the Armenian government of provid-
ing military support, including troops, to the
Nagorno-Karabakh insurgents, it imposed a punish-
ing blockade on Armenia. The blockade of raw
materials by Azerbaijan has severely hampered
the economic recovery of Armenia as it had denied
the country easy access to the energy resources of the
region, especially access to Russia’s gas and oil
supplies. This also has contributed to political turmoil
and uncertainty that have hampered Armenia’s
democratization.

NADER ENTESSAR
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ARMS AND ARMAMENTS,
INTERNATIONAL TRANSFER OF

The term “‘arms transfer” describes the transfer from
one country to another of weapon systems, ammuni-
tion, and tactical support equipment. Such transfers
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are typically conducted on a commercial basis, entail-
ing the sale of arms for cash credit, but are sometimes
provided gratis through military assistance channels.
In addition to these overt, state-sanctioned transfers
of arms, there is also a significant black-market trade
in weapons to insurgents, separatist groups, and other
paramilitary formations. The international arms
trade increased about threefold between the begin-
ning of the 1970s and the mid-1980s. By the 1980s,
as much as $74 billion worth of defense goods were
being transferred internationally each year. In the
past two decades, countries in the Middle East,
which together contain about 3% of the world’s pop-
ulation, have imported more than 30% of all weapons
transferred among exporters and importers. After
booming in the 1970s and early 1980s, the Middle
East arms race slowed in the late 1980s as the Iran-
Iraq war drew to a close and the global economic
recession cut into the military budgets of regional
powers. However, it appears that the arms trade
is on the verge of a new expansionary cycle, similar
to those of the mid-1970s and the early 1980s. Adding
credence to this assessment are a number of dis-
turbing trends: (1) the reinvigoration of the Middle
East arms race; (2) the emergence of a major new
arms race in the Pacific Rim areas; (3) and the grow-
ing intensity of ethnic, tribal, and national conflicts
(Klare 1994).

Although the industrialized nations account for a
significant portion of global arms imports, the largest
share is consumed by the less-developed countries
(LDCs). According to the US Arms Control and Dis-
armament Agency (ACDA), the LDCs were the reci-
pients of approximately 75% of all arms traded on the
international market in the 1980s. During the period
from 1995 through 1998, the developing Global South
countries accounted for 77% of all arms deliveries
worldwide, which in 1998 alone were valued at $23.2
billion. There are, however, significant regional varia-
tions in arms imports by the LDCs. Not surprisingly,
the primary market for arms is to be found in the
Middle East, where a potent combination of vast oil
wealth and intense regional antagonisms has gener-
ated an insatiable demand for modern weaponry.
According to the ACDA, Middle Eastern countries
jointly imported $203 billion worth of arms in the
1980s, or nearly half of all arms acquired by the devel-
oping countries in those years. Large arms markets
have also emerged in other conflict-prone areas, in-
cluding South Asia, East Asia, and Sub-Saharan
Africa.

For most of the post-World War II era, arms sales
were considered a legitimate form of international
trade, or, in the case of the superpowers, as a neces-
sary adjunct to East-West competition in the Third
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World. Following the Iraqi invasion of Kuwait,
however, the international community became much
more concerned about conventional arms traffick-
ing. The fact that Saddam Hussein had been able to
accumulate such a massive military arsenal—35,500
tanks, 3,700 heavy artillery pieces, 7,500 armored
personnel carriers, seven hundred combat planes,
and so on—led many world leaders to regret their
earlier failure to control the arms trade. Thus, when
the Gulf conflict was over, these leaders pledged to
improve constraints on the global arms traffic. Iraq’s
arsenal, which was made up of weapons and tech-
nologies provided mainly by the industrial countries,
prompted the Bush administration to reevaluate the
wisdom of its past practices. For a time, an interna-
tional consensus for more effective controls over the
diffusion of conventional military technologies
appeared to be growing. Nevertheless, even under
the succeeding presidents, US nonproliferation policy
remained predominantly focused on controlling the
diffusion of nuclear, chemical, biological, and missile
technologies—not conventional arms.

The international transfer of arms is a composite
of a vast number of individual transactions between
particular suppliers and recipients. Each of the indi-
vidual transactions that constitute the weapons trade
entails a bilateral arms transfer relationship, involving
some manners of exchange in which the supplier
provides military equipment to the recipient in return
for cash, credit, barter goods, or political/military
services (such as participation in military alliances or
support for the supplier’s positions at the United
Nations). Depending on the strength of the motives
involved and the extent of the recipient’s resources,
these relationships can be relatively brief and shal-
low or can develop into long-lasting associations,
involving multiple transfers of major weapons
systems.

International System and Arms Transfer

Like all other international relationships, the bilateral
linkages that make up the arms trade are to some
degree shaped and influenced by developments in
the international system as a whole. Developments
in the international system affect the directions and
magnitudes of the arms transfer. In periods of high
international polarization, such as that which
prevailed during much of the Cold War era, recipients
tend to align with one polar supplier or the other,
depending on their geopolitical situation and their
ideological preferences. Both superpowers had large
numbers of client states that received all or most

of their weapons from them or from other North
Atlantic Treaty Organization (NATO) or Warsaw
Pact suppliers. These patterns were quite predictable.
There were few surprises, and much of the arms trade
could easily have been correlated with the UN
General Assembly votes. Hence, the Eastern Europe-
an countries procured most of their arms from the
Soviet Union during this period, while the Latin
American countries procured most of their arms
from the United States. Similarly, in times of dimin-
ished polarization, such as that which prevails today,
recipients tend to be more eclectic in their buying
patterns; they seek arms from several major suppliers.
The status of global economy also has an impact on
the dynamics of the arms flow: periods of prolonged
recession tend to produce a decline in arms imports,
while periods of growth are usually accompanied by
an increase in military orders.

The collapse of the former Soviet Union, and the
resulting disappearance of the bipolar system, has
produced a significant rearrangement in North-
South arms transfer relationships, with many former
clients of the USSR turning to suppliers in the
West. The political change has removed the competi-
tive ideological dimension from Superpower—Third
World relations. It has also reduced the willingness
of either the United States or Russia to offer military
assistance in the form of grants to arms clients. The
resulting difficulty of financing imports of arms is
likely to become an increasingly significant restraint
in the global arms trade. The end of the Cold War has
greatly altered these patterns, presumably in the di-
rection of a more random pattern dictated by the
dominance of commercial over the previous mixed
ideological and geopolitical considerations. One re-
cent analysis of global arms transfers concluded that
“the political factors that dominated the arms trade in
the recent past are yielding to market forces. ... The
arms trade is returning to its patterns prior to World
War II, when the trade in military equipment was not
dramatically different from the trade in many other
industrial products™ (SIPRI Yearbook, 1988). That
would, indeed, represent a return to those policies
evidenced earlier, in the 1920s and prior to World
War L.

The Persian Gulf War of 1991 has also had a
significant impact on the global arms flow, with the
United States emerging as the supplier of choice for
countries that seek high-tech weapons of the sort used
with such devastating effect in Operation Desert
Storm. In 1995, the United States accounted for
42% of the total deliveries of major conventional
weapons, compared with 28% in 1989. Members of
the European Community (EC) accounted for
roughly 25% of the deliveries of major conventional
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weapons recorded in 1995—an increase from the
roughly 20% recorded five years earlier. Within the
EC, Germany, France, and the United Kingdom
accounted for almost 85% of total EC exports of
major conventional weapons. In 1995, Russia
accounted for 18% of total deliveries, compared with
39% for the former Soviet Union in 1989. The Stock-
holm International Peace Research Institute (SIPRI)
estimated the global value of the trade in major
conventional weapons in 1995 at almost $23 billion
in 1990. The Middle East accounted for 23% of
imports in 1995 and Asia and Europe accounted for
44% and 20%, respectively, in the same year. In re-
gional terms, Asia and Europe replaced the Middle
East as the primary market for major conventional
weapons in 1988. The primary reason was the end of
the Iran-Iraq war and subsequent reductions in
imports, particularly by Iraq. Regional governments
in the Middle East continue to regard the prepared-
ness of their own armed forces as the most important
component of their national security. While this
consideration is likely to lead to new orders for
military equipment being placed with foreign suppli-
ers, it is unlikely that Middle East sales will return
quickly to the levels of the 1970s and 1980s. Much
attention is now focusing on Saudi Arabian arms
imports. While Saudi Arabia has long been a
major arms-importing country, demography places a
limit on how much equipment its armed forces can
absorb.

The extent of US dominance may be greater than
the statistics suggest. Major weapons systems per se
are not the central factor in military balance among
states. Rather, it is the systems in combination with
the required training, logistics, and support. While
there are several suppliers of advanced military
hardware, by 1992, only the United States was able
to deliver the full package, and only that package
could give one side a decisive military advantage in
an interstate war. Although European countries could
achieve such a capability through collaboration, it
would take time for the requisite degree of policy
coordination to develop, if it did so at all. However,
West European companies are not competing success-
fully with the United States in many markets. The
most severe competition for US companies is usually
that of other US companies. In recent years, for ex-
ample, McDonnell Douglas and General Dynamics
have contested several fighter aircraft contracts.
General Dynamic’s F-16 was successful in Japan
and South Korea, as was the F/A-18 in Kuwait.
This concentration of market share with one
supplier reversed the trend of the previous fifteen
years, when a growing number of countries became
active suppliers.
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Recent Trends in Arms Transfers to
Developing Nations

The amount of new arms transfer agreements with
developing nations has generally declined since 1993.
In 1998, developing nations purchased $13.2 billion
worth of arms, which was a substantial decline from
the value of 1997 deliveries. The decline is partially
due to the end of the Cold War. Prior to the Cold
War, both the United States and Soviet Union were
prepared to subsidize exports of arms transfers and to
overlook their political differences with recipients, as
those differences were considered to be subordinate to
the Cold war competition. The Soviet Union supplied
arms to extend its ideology and influences as it com-
peted against the United States for leadership. During
the Cold War, both the United States and Soviet Union
used arms transfers to promote diplomatic and mili-
tary ties with emerging powers in the developing world.
Between 1975 and 1990 alone, the two superpowers
together supplied an estimated $325 billion worth of
arms and ammunition to Third World countries.
International arms embargoes are another reason
for the decrease in arms transfers to developing nations.
Arms embargoes were seldom used during the Cold
War, however, such embargoes have been declared
in the 1990s against a number of states because of
aggression (Iraq), internal wars (Somalia, Liberia, the
former Yugoslavia), human rights violations (Haiti,
Sudan), and support of terrorism (Libya). It also
seems that informal arms export bans, encouraged
by the United States but without legal or internation-
ally agreed upon political basis—for instance, on Iran
and some other countries— had a restrictive influence
on export policies of countries in Western Europe.
Throughout the 1990s, most arms transfers to
developing nations were made by two or three major
suppliers in any given year. The United States has
ranked either first or second among these suppliers
every year from 1991 to 1998, with the sole exception
of 1997. France has been the most consistent compet-
itor for the lead in arms transfer agreements with
developing nations, ranking first in 1992, 1994, and
1997. As competition over shrinking international
arms market intensifies, France seems more likely to
rank higher in arms deals with developing nations
than Russia, a supply nation with seemingly more
significant limitations in its prospective arms client
base than other major Western suppliers. Major
arms suppliers like the United Kingdom and
Germany may, from time to time, conclude significant
orders with developing countries. Yet it seems that,
presently the United States is best positioned to lead
in new arms agreement with developing nations. At
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the same time, it seems likely that very large weapons
orders from individual developing nations will be less
frequent in the near term.

There are a few reasons for optimism concerning
the prospects of initiatives and diplomacy from the
more active developed countries on behalf of interna-
tional restraint in conventional arms transfers. It is
conceivable that countries engaged in joint defense
programs could be induced to accept a code of
conduct restricting a particular type of exports to vol-
atile regions of the world, in return for access to high
technology and assured outlets for exports in the de-
veloped world. A selective system of restraints on the
supply of certain key technologies may prove feasible
at this point. Attempting a more comprehensive arms
control regiment at this stage could possibly prove
elusive and perhaps self-defeating. Any new initiative
to regulate international arms trade will increasingly
require coordination of both developed and develop-
ing states. Those designing new policies will have to
confront the primacy of the commercial pressures that
are currently driving the quest for arms exports, do-
mestically and internationally. A major impediment to
progress internationally continues to be reluctance or
inability of the advanced countries to renounce their
own dependence on military exports and to move for-
ward with economic restructuring. Even relatively
modest control policies will face intense opposition
from US industries and European suppliers.

Arms Transfer and Development

According to critics of military spending, arms trans-
fer and procurement is a burden on a nation’s econo-
my. Government spending on defense and social
programs compete for the same limited government
budget and thus must constrain each other. The main
argument claims that the opportunity costs associated
with arms procurement in general, and arms imports
in particular, are too high. Resources used for
military purposes compete for resources that other-
wise could have been available for socioeconomic
development. As military analysts, Saadet Deger and
Somnath Sen contended, ‘“‘the first casualty of
enhanced military burden is the reduction of state
spending on health, education, and so on, as a share
of gross domestic product” (Deger and Sen 1987). In
other words, the escalating demand for increasingly
sophisticated weapons and the rising price of these
imported weapons places pressure on central budget-
ary expenditures, leaving fewer resources for other
purposes. Not only do weapons purchases adversely
affect the balance-of-payments position of most Third

World countries and increase their debt burden, but
they also crowd out public and private investment,
depriving the economy of vital growth opportunities.
Generally, these purchases are thought to preclude
productive investments in human capital that can
greatly assist development.

On the other hand, some scholars point out that it is
not procurement that burdens most less industrialized
countries, but arms imports, whether paid for fully or
by foreign aid, which carry with them hidden costs,
such as servicing, training of mechanics, and building
infrastructure. Allowing for such factors as mainte-
nance and training personnel, and other support, the
actual resources commitment for the import of weap-
onry could easily double the cost of the equipment’s
purchase price.

In addition to the potential allocation effect, it is
also possible that greater military burdens may have
an impact upon human development as a conse-
quence of an increased militarization of society. For
instance, the acquisition of arms may increase the
influence of the military at the expense of individual
liberties. As former Secretary of Defense Robert S.
McNamara said in 1992:

One of the most important effects of military spending,
and one that has serious implications for political and
economic development, is the degree to which it
strengthens the political influence of the armed forces
at the expense of civilian groups within society.

For those concerned with the role of the military in
society, arms transfers can hinder attempts to serve
basic public good and assist in maintaining other
nondemocratic elites in power. From this perspective,
arms transfers to developing countries are not condu-
cive to social and economic welfare.

However, consensus is lacking as to the harmful
effect of militarization on human and economic de-
velopment of LDCs. The predominant tendency in
defense economics regards military spending as the
purchase of “defense” or ‘“national security” as
public good and, therefore, similar to other public
programs. One analyst contends that militarization
may instead lead to greater domestic and external
stability, providing an environment in which socio-
economic change and pursuit of a better quality of life
can take place. The import of arms typically strength-
ens the military, and in developing countries, the
military is often the strongest and most cohesive
institution—often more powerful than the govern-
ment itself. Not only do arms enhance the ability of
military to maintain order, but stimulated by arms
acquisitions, the organizational development of the
military furthers its ability to play a modernizing
role in society. It is argued that the military fosters
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the kind of attitudes necessary for development, both
economically and socially (Blanton 1999).

Reginald Bartholomew, former US undersecretary
of state for international security affairs, notes that:

Arms transfer promotes stability in a number of ways, by
deterring aggression, by promoting regional cooperation
and credible deterrence, by reducing the likelihood
that US forces will have to be employed ... and by
enhancing, indeed our influence among key regional
decision makers. (Morrison 1993)

These analysts have been joined in recent years by a
growing number of Third World leaders whose policy
decisions reflect their tacit agreement with this position.
Government officials maintain that arms purchases by
developing countries is a way of luring developmental
investment, creating competitive trade opportunities,
promoting industrialization, improving the country’s
technological capabilities, creating employment, and
promoting technology transfer. For example, only a
fraction of the price of weapons purchased is being
paid for with cash. The remainder is paid with consum-
er goods produced in recipient countries.

There is no widespread consensus among those
concerned with the possible impact of arms imports
on developing countries. For example, Natalie
J. Goldring, former deputy director of the
Washington- and London-based British American
Council, acknowledged that:

Unfortunately, most arms transfers have immediate ben-
efits, and most arguments against them involve longer-
term costs. One of those costs is that arms sales do not
always deter aggression. Sometimes they stoke the fires
of war. (Morrison 1993)

Obviously, the characterization of arms transfer as
unproductive and socially wasteful is subject to some
qualifications. Many experts believe that the acquisi-
tion of arms has been followed by the outbreak of many
civil and interstate wars in those same countries that
have followed the realists’ dictum that to obtain peace
it is necessary to prepare for war. This has renewed
concerns about whether the continued dispersion of
weapons will increase the probability of future wars.
NASSER MOMAYEZI

See also Arms Industry; Middle East: International
Relations; War and Development
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ARMS INDUSTRY

The study of the role of arms industries in the devel-
oping world concerns a phenomenon that appeared
on the international scene in the 1960s. Several devel-
oping countries began to pursue domestic arms pro-
duction, some with notable success. By the middle of
the 1980s, several of these new producers had man-
aged to increase greatly the share of world arms sales
by developing countries. However, by the end of the
decade, and continuing through the 1990s, the success
of some of these producers declined. The claims for
what indigenous arms industries could do for their
countries’ defense, development, political autonomy,
or prestige seemed no longer enticing or persuasive.

Arms Industrialization: Motivations and Goals

The motivations for leaders of developing countries
to actively pursue arms industrialization fall roughly



into four categories. The first occurs in states in a
hostile security environment, where reliability of
supply of arms of any type is seen as a pressing
security need. Second, there are political considera-
tions, such as the desire to lessen dependence on
outside suppliers, or the potential use of arms sales
as a political tool, or to enhance national prestige.
Third, many proponents of arms industrialization
touted the promise that such programs could serve
as the motor to drive general industrialization, tech-
nology acquisition, and economic development. Fi-
nally, there often were straightforward economic
goals, as the profits from the lucrative world arms
markets were expected to be substantial. In practice,
the various arguments in favor of establishing arms
industries overlapped, and in the experience of the
countries under discussion, every imaginable combi-
nation of these reasons may have played a role in
policy formulation.

International Political Conditions for Arms
Industrialization

The great powers, which were also the great arms
producers, essentially had control over the provision
of those arms to their former colonies. Newly inde-
pendent states scrambled for whatever supplies and
training they could get for their fledgling militaries,
whether it was by inviting European officers to help
train their officer corps, or by acquiring the latest
weapons that the Europeans or Americans deigned
to sell them. This situation applied first to Latin
American states that had gained their formal indepen-
dence in the early nineteenth century. The process
continued in the same general form as states in the
Middle East, then Asia, and then Africa began to gain
independence.

In the twentieth century, the major powers con-
trolled the amount and level of sophistication of
the arms that the developing countries could receive.
In this way, these powers hoped to prevent regional
arms races from creating regional crises. With the
emergence of the Soviet Union as a major rival to
the Western powers, the United States and the USSR
began a strategy of using arms to bolster friendly
regimes in strategically important regions. This
did not always prevent the leaders of developing
countries from searching for ways to break away
from this particular form of dependency. In fact,
the Cold War itself created some of the first
opportunities for certain countries to take the first
steps in establishing independent domestic arms
industries.

ARMS INDUSTRY

For example, the United States had always consid-
ered Latin America as its natural sphere of influence,
and there was relatively little penetration of Soviet
bloc arms exports into the region (except for Cuba
and, briefly, Peru). Nevertheless, the rapid profession-
alization of the Latin American officer corps after
World War 11, especially in the Southern Cone
of South America, created a more sophisticated
officer corps that chafed at the arms acquisition
restrictions imposed upon them by the United States.
When US involvement in the Vietnam War intensi-
fied, more and more of US arms production was
absorbed by the war effort, so that fewer arms were
available to be shipped to Latin American client
states. At the same time, the defense industries of
Western Europe were coming into their own and
technologically advanced weaponry was available in
unprecedented quantities on the market. But in order
to maintain their production levels, it was necessary
for European producers to penetrate the markets that
had been controlled by the United States.

The Politics of Arms Acquisition

The Southern Cone countries, especially Brazil, took
advantage of this situation. In the mid-1960s, Brazil
was ruled by a military regime intent on pursuing an
aggressive industrialization policy. The Brazilians
wished to bring arms production over from Europe
to Brazil, and to eventually own the factories that
produced the weapons concerned. The United States
could not prevent the Latin Americans from acquir-
ing arms elsewhere, and the Europeans had to sell
their weapons or risk serious financial losses that
could place their industries at risk. The Brazilians
were able to exploit this situation. Any number of
advantageous licensing agreements were entered into
with European manufacturers of light aircraft,
armored vehicles, missiles, ships, and computer sys-
tems. The agreements allowed for production runs to
be shifted over time from their European base to
Latin America, and for Latin American engineers
and managers to be involved in all phases of produc-
tion. The end result was that technological and
managerial know-how were transferred from Europe
to Latin America. This furnished the foundation for
the development of domestic arms industries. The
Brazilians arms producing complex grew to include
wholly owned state enterprises, mixed public-private
ventures, and private corporations.

It should be noted that the Brazilians were not
located in a hostile security environment. The last
conventional war in which Brazil was engaged on its
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own borders ended in 1870. Though the Brazilian
military regime was concerned with guerrilla insur-
gencies and internal subversion, pressing security con-
cerns cannot be numbered among the primary
motivations for pursuing an arms industrialization
policy. In Brazil, the main motivating factors were
lessening arms dependence on the United States, and
using arms industrialization to induce rapid economic
and technological development.

In contrast to Brazil, the cases of Israel, South
Korea, and India, among the other successful Third
World arms producers, were much more clearly related
to their direct security needs. Along with Brazil and
China, they became the leading arms manufacturers
and exporters outside of the North Atlantic Treaty
Organization (NATO) or Warsaw Pact alliances.

As for Israel and South Korea, these were relative-
ly small countries with high security needs. The pri-
mary motivating factor for promoting domestic arms
industries was defense, followed by a desire to de-
crease dependence on the United States and gain
more political maneuverability. These two countries
had military institutions of limited size, and therefore
had a limited capacity to absorb the number of weap-
ons that would have to be produced in order to make
the industries economically viable. Economies of scale
dictated that weapons would have to be produced
in large quantities, and therefore an aggressive sales
policy also would have to be pursued.

Israel, having arguably the most pressing need,
started out manufacturing small arms and refurbish-
ing antiquated arms from World War II stocks. After
1967, as Cold War pressures fueled an arms race
between Israel and its Arab neighbors, Israel began
to move into higher tech production, relying on its
domestic pool of European-educated engineers and
scientists. In addition, its frequent military engage-
ments, and its unique situation as fielding a “citizen
army” where many of the technicians involved in
arms production were also those who used the weap-
ons systems in the field, gave the Israeli industry an
unusual advantage for innovative design and testing.
The Israelis excelled at small arms and tank manufac-
ture and refurbishing, later moving into aircraft, and
finally into areas such as remote-piloted vehicles
(RPVs) and electronic surveillance.

South Korea was also in a worrisome security
arena, but in terms of defense, the thousands of US
troops based in the country functioned as a deterrent
force, allowing the Koreans, after the seizure of the
government by Park Chung-Hee, to concentrate on
rapid civilian industrialization. However, in the late
1960s, as a result of increased hostile activity on
the part of North Korea, and the declaration of
the “Nixon Doctrine” in 1969, with its subsequent
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reduction of US troop strength on the peninsula,
South Korean leaders sought to enhance their mili-
tary capabilities. The country already was geared to-
ward rapid industrialization. Government policies
shifted more emphasis into arms production, with
packages of investment credits, tax incentives, and
guaranteed purchases with generous advances. Major
industrial conglomerates (known as Chaebol), which
had already adjusted themselves to take advantage of
the government’s industrialization drive, shifted easily
over to defense production, building on advances
already made in steel, shipbuilding, and automotive
industries.

India also found itself in a unique defensive situa-
tion. On the one hand, it had fought several wars with
Pakistan, and the threat of more warfare was a con-
stant, especially with the Kashmir dispute. India had
also fought a war with the People’s Republic of China.
Pakistan’s role in two military alliances sponsored by
the West (CENTO and the Southeast Asia Treaty
Organization, or SEATO) made it the recipient of
coveted US weapons, especially aircraft. Responding
to infusions of these arms into hostile Pakistan, India
responded by turning to other arms manufacturers,
regardless of bloc. When it appeared that a contract
for French Mirage fighter jets would take several
years to be completed, the Indians turned to the Sovi-
et Union and entered into licensed production agree-
ments to build MiGs under Soviet supervision in
India. While the initial motivation for this move
came in response to US weaponry in Pakistan, the
agreement also was pursued in the hopes that this
would bolster India’s efforts to establish a technolo-
gically sophisticated weapons industry, and help it to
achieve some self-sufficiency.

Market Niches and Restrictions

It was quite clear to those producers who were achiev-
ing some success that they would not be able to
compete with the arms manufacturers in the NATO
and Soviet blocs. Only Israel had a modicum of suc-
cess in selling to NATO buyers. Most producers
made a virtue of necessity, and aimed their products
toward those countries and military establishments
that could not afford or maintain the extraordinarily
high-tech (or so-called baroque) weapons systems
available from the advanced industrialized suppliers.
Brazil pursued this course most aggressively, with
heady success in the 1980s. The material produced
by Brazil, tested in its own jungle or desert terrains,
was designed to meet the needs of many African and
Middle Eastern militaries. Brazil often was able to



barter its arms in elaborate deals for petroleum from
the Middle East and African countries. Its relative
neutrality allowed it, for example, to be a major sup-
plier of Iran and Iraq during their prolonged war in
the 1980s. (Israel, for obvious reasons, was not able to
sell its arms in the Middle East market, the most
lucrative region in the world for arms sales.)

Nevertheless, there were disadvantages for arms
exporters in developing countries that were impossible
to overcome. To illustrate, in one widely reported
incident, Brazil was preparing to close a very lucrative
contract to sell a large number of its Osorio tanks to
Saudi Arabia in the late 1980s. In tests under desert
conditions, the Osorio outperformed other tanks
from US and European suppliers. However, in large
part because of its political and economic weight, the
United States was able to pressure the Saudis to forgo
the Osorio and purchase US-made M-1A1 Abrams
tanks instead.

This points to one of the frustrating hazards that
many of these Third World arms producers faced.
Part of the rationale for cultivating domestic arms
industries was to make the country less dependent
upon the arms suppliers. For many, the relative inde-
pendence that indigenous arms production promised
was traded for either a new form of technological
dependence or a new version of political dependence.
There also were limits on potential arms sales for
these new competitors, because while they may in
many cases have been able to provide competitive
products, they did not have the political or economic
clout to “sweeten” the deal with other offers.

The Israelis and the Koreans often found them-
selves at a loss when marketing their arms abroad, as
the United States had veto power over the arms
transfer in so-called Third Country Sales if sensi-
tive technology supplied by the United States or
significant parts of US manufacture were used in the
production of the weapons system for sale. If the arms
manufacturer were negotiating a sale to any country
that the United States deemed to be supporting ter-
rorism, engaging in hostile actions, to be involved in a
regional arms race, or to be too closely aligned with
the Soviets or their clients, such a veto was very likely
to be used, often with very dire economic conse-
quences for the producer.

Arms Industrialization and Development

The arguments proffered in favor of arms militari-
zation often included predictions that successful
industries, which were always at the cutting edge of
technological innovation, could bring much needed
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technology from the advanced countries to the devel-
oping countries. Once local engineers, scientists,
and technicians were involved in the research and
development and production processes, they, too,
would become involved in the dynamic of techno-
logical innovation. As the pool of experienced
nationals increased, domestic industry would profit
from the vaunted “spin-off” effect, bringing new
technologies and techniques to other sectors of the
economy.

Domestic political controversies raged over wheth-
er the vast resources expended on the new industries
and related efforts might have been better spent on
social programs, education, or indeed, different sorts
of economic investment. It also was not always clear
that professional officers always favored domestic
arms industrialization. For some officers, there was
a fear that investment in the domestic production of
weapons might take years before coming out with a
usable product. Even then those products were all too
likely to lag far behind the technological sophistica-
tion of weapons available of the market. Some offi-
cers would prefer to acquire the best arms on offer,
made by experienced manufacturers, in order to be
sure that they would not fall behind their rivals in
combat readiness.

At the peak years of arms industrialization and
exportation for the developing countries, for two
countries only did arms exports account for more
than 5% of the value of total exports (Israel, 11.2%
in 1987; China: 6.3% in 1988). In these peak years,
arms accounted for 1.5% of the total value of exports
for all developing countries, with a few averaging
somewhat more. (Some countries show very high ex-
port ratios for arms exports in these years, when in
fact those countries, such as Egypt, were serving
as conduits for arms destined for the Persian Gulf.)
By the 1990s, very few of these countries, again
with China and Israel as exceptions, were registering
significant levels of arms exports.

Overall, the “spin-off”” dividend does not seem to
have materialized. In some cases, the organization
and technological know-how that allowed for success
in the arms industry was already in place, to be
exploited by the new arms industries, as in South
Korea. In others, local critics alleged that the reverse
might have actually taken place, where engineers,
managers, and resources were pulled out of other
domestic industries and concentrated in arms indus-
tries and related research institutions, as in Brazil.
In short, very few of the developing countries
that were heavily involved in the arms-exporting
boom of the 1970s and 1980s have much to show for
it in terms of contributions to long-term industrial
growth.
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The Decline of the World Arms Market

Total world arms exports from all sources peaked in
the late 1980s. Not surprisingly, arms from all devel-
oped countries together still accounted for the lion’s
share of exports. But developing countries accounted
for more than 10% of all arms exports in their peak
year of 1988.

After 1988, however, the formal world arms market
declined dramatically. In 1987, world arms exports
from all sources were at their highest point, valued at
more than $84 trillion. Since then, the value of total
arms exports from all sources had fallen to $39.5
trillion by 1994. The value of arms exports from the
developing world decreased from $8.5 trillion in 1988
to $1.5 trillion in 1996. The developing world’s share
of total arms exports decreased from 10.5% in 1988 to
3.4% in 1996. This trend seems to be replicated by
almost all of the countries that had actively promoted
a vigorous national arms industry in the 1970s
and 1980s. The drop in arms exporting activity is
remarkably similar in such countries as Argentina,
Brazil, Chile, China, Egypt, South Korea, and to a
lesser extent, Israel. Though the value of total world
arms exports began to rise again in 1998, the partici-
pation of arms producers from the developing world
is not increasing. The role of the arms industry as
such in developing countries seems to be no longer
prized.

Exceptions such as North Korea do exist, but that
country’s Juche policy of extreme autarchy makes its
arms exporting policy truly exceptional. Such a coun-
try can clearly fuel regional arms races, for example,
by its sales of missiles to Iran and Pakistan. As for
special governmental efforts in developing nuclear
technology or chemical and biological weapons by
marginalized states such as Iran, North Korea, or
possibly Iraq under Saddam Hussein, these fall
outside of the experience of those states developing
conventionally organized industries. Their “success”
also is in doubt.

The confluence of the end of the Iran-Iraq War
and the disintegration of the Soviet bloc initiated
this rapid decline. The fall of the Soviet Union
meant that the Cold War practice whereby the rival
powers supported their client states through the sale,
leasing,or grant of weapons systems to pursue global
strategies essentially ended. While arms still flowed
from Russia, much was now being sold to raise
hard cash rather than to achieve political ends.
Russian arms of all types also began to flood the
black market. Many sophisticated arms that flowed
into Central Asia during the war against the Soviet
occupation of Afghanistan now flowed out onto the
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black market as well, adding to the worldwide glut of
arms.

Another fall-out from the end of the Cold War was
the more aggressive pursuit of neoliberal policies by
the advanced industrialized democracies, which
translated into pressure on developing countries to
reduce government expenditure and government
involvement in economic enterprises. This pressure to
privatize government-owned enterprises extended
to many firms involved in defense production.
New initiatives in establishing production lines for
armaments would be discouraged, and under the new
fiscal pressures, would become more difficult than ever
before. The idea that military industry led industriali-
zation and technology acquisition was a plausible
means for getting developing countries on the high
road to successful development was losing ground. In
addition, the advances in weaponry in the advanced
industrialized countries pushed the technology gap to
grow ever more rapidly (as indeed had always been the
case). The combination of reduced financial resources
and an ever expanding technology gap brought many
developing countries back to relying on arms made
in the United States and Western Europe, rather than
on domestic arms production.

Davip ScHwAM-BAIRD
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ASEAN FREE TRADE ASSOCIATION

Introduction

The member states of the Association of Southeast
Asian Nations, or ASEAN, include Brunei, Cambodia,
Indonesia, Laos, Malaysia, Myanmar (Burma), the
Philippines, Singapore, Thailand, and Vietnam. The
association promotes trade, generates investment and
industrial development, resolves disputes among
ASEAN-based and external entities, and fosters re-
gional stability and security. Trade promotion is
central to the association’s aims and objectives. The
ASEAN Free Trade Area (AFTA) is the module
through which trade is promoted via tariff reduc-
tion and eventual elimination on a broad array of
products exchanged among member nations. Three
concepts explain the impact of reduced or eliminated
tariffs: trade creation, diversion in the short run, and
long-run trade expansion.

In the short run, lower intraregional tariff rates
create trade among member countries when lower
cost items produced within member nations gain
access to markets of the other ASEAN countries that
lower or eliminate their tariff rates on these items.
Trade is thereby created within Southeast Asia, replac-
ing a situation where previously only intracountry
exchange took place. Trade diversion occurs when
lower intraregional tariff rates permit producers with-
in the region to gain access to markets once served by
“outside” sources. Since only ASEAN producers re-
ceive reduced tariff rates, ASEAN produced items
become less expensive than the items produced be-
yond the region.

In the long run, intraregional trade is expanded due
to investment and industrial development that occurs
because of the growth in the exports that are triggered
by trade creation and trade diversion. ASEAN-based
producers take advantage of potential longer run
economies of scale by investing in industrial projects
that lead to increased levels of production at lower
costs. This phenomenon further expands exports.

The Initial ASEAN Effort to Expand Trade

Creating, diverting, and expanding trade requires
broad and deep tariff rate cuts. Initially, this failed
to occur when the association first took steps aimed at
promoting trade among member countries. Its 1977
Preferential Trading Arrangement (PTA) had no
more than a minimal impact on export levels, as the

ASEAN FREE TRADE ASSOCIATION

rate cuts to which it led were neither broad nor deep.
The PTA aimed at lowering tariffs through a mecha-
nism referred to as the “margin of preference (MOP).”
The MOP had only limited success for three reasons.
First, the “product by product” approach was on a
voluntary basis, and countries chose products
that were insignificantly traded. Second, a number of
voluntarily chosen products faced either minimal or
zero tariff rates and therefore the MOP mechanism
had little or no effect. Third, the PTA permitted
countries to place products on an ‘“‘exclusion list.”
Countries often chose to place potentially trade-sensi-
tive products on the list of items that were excluded
from MOP treatment.

The member governments that were more enthusi-
astic about trade expansion were discouraged by the
PTA’s minimal impact. They tried but failed to
introduce measures to add breadth and depth to the
scheme, and finally gave up on the PTA idea. In 1992,
key member governments persuaded all ASEAN
members to create the ASEAN Free Trade Area
within which a Common Effective Preferential Tariff
(CEPT) mechanism would provide deeper and broader
tariff rate cuts.

How AFTA and the CEPT Function

The CEPT scheme functions in ways that add greater
depth to tariff rate reductions, as the 1992 agreement
put products with existing tariff rates of 20% or less
on a fast track toward tariff elimination. The goal was
to eliminate tariffs over the period of a decade, or by
the year 2003. Tariff rates in 1992 exceeding 20% on
protected products were to be reduced in three stages
over a fifteen-year period and eliminated by 2008.
However, when ASEAN economic ministers met in
1994, they successfully proposed speeding up the time-
tables for tariff elimination. Both the fast- and normal-
track timetables were shortened in order to meet the
progress toward free trade that was made during the
Uruguay Round of the General Agreement on Tariffs
and Trade (GATT). Tariff rates on items placed on the
fast track were to reach zero by 2000 rather than
2003, and those placed on the normal track were to
be free of tariffs by 2003 rather than 2008. AFTA has
met most of its goals and is on schedule to meet the
remaining tariff elimination timetable.

Unlike the PTA, CEPT encompasses all manufac-
tures, processed agricultural products, and capital
goods. Discussions continue on issues such as the
inclusion of primary agricultural items and services
and the elimination of some nontariff barriers to
trade. However, there are limits to how quickly the
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CEPT can eliminate tariffs: as ASEAN (and therefore
AFTA) has gained more members, the association’s
composition has become progressively more asym-
metrical in terms of national per capita income,
state of national development, and competitiveness.
Brunei and Singapore are higher-income economies,
Malaysia and Thailand are strong middle-income
economies, the Philippines and Indonesia remain
in the lower range of middle-income countries, and
the newer members (Laos, Cambodia Myanmar,
and Vietnam) continue to be less developed, lower-
income, and less competitive economies.

Producers mainly located in the less competitive,
lower-income member countries are given more time
to meet the amended 1994 timetables in two ways.
First, they are given more time to adjust to the occa-
sional negative impact that trade has on domestic
employment. Affected products can be put on a tem-
porary exclusion list, but only if a member country
proves its case to AFTA. Second, other products are
put on a sensitivity list that gives less competitive
producers opportunities to expand their productive
capacities, particularly in “infant industries”” wherein
long-run competitiveness can be enhanced. These are
industries that require heavy investment and involve
long periods before bringing about the industrial ex-
pansion that is key to improved competitiveness par-
ticularly in situations that have profound effects on
countries’ macroeconomic performance. However,
while affected producers are given longer periods to
conform to the principle of tariff elimination, they
must eventually conform to AFTA’s goal of free
trade within Southeast Asia.

RoBEerT L. CURRY, JR.
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ASEAN MEKONG BASIN
DEVELOPMENT COOPERATION

(MEKONG GROUP)

In 1957, the Mekong Committee was formed by the
United Nations, but on a limited scope, focusing only
on the Mekong River and the Yunnan Region of the
People’s Republic of China.

In order to attain high rate growth among the
developing countries in Asia and to promote regional
economic cooperation, the Asian Development Bank
(Manila, Philippines) started some workshops on
growth triangles in the early 1990s. The goals of
growth triangles are to maintain competitiveness in
trade. Among these cross-boundary experiments, the
southern China area is considered as an opening for
the liberalization of economic policy in the region. In
order to reduce transaction and transport costs, geo-
graphic proximity was a necessity; infrastructures
were an absolute necessity to attain proper function-
ing of cross-boundary experiments.

In 1992, the Asian Development Bank launched
an ambitious program for the ASEAN Mekong
Basin Development Cooperation, named the Great-
er Mekong Sub-region (GMS), with a cost of $10
billion. This region comprises regions like the Yunnan
Province of the People’s Republic of China, Laos,
Vietnam, Cambodia, Thailand, and Myanmar.
These participants belong to ASEAN, except Yunnan
Province of the People’s Republic of China (Than
Mya 1996). The GMS region comprises 2.3 million
square kilometers and includes more than 260 million
inhabitants.

The GMS system prefigures future global region
projects. For that purpose, feasibility studies have
been undertaken in order to develop vast business
opportunities representing this innovative regional co-
operation program. The GMS system aims to develop
an interrelationship between domestic sectors and
regional economic integration and to pump develop-
ment aid into the region (Abonyi and Pante 1998).
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The financial commitments: $2 billion was invested
from 1998 to 2003; and for the next ten years, $8 billion
will be allocated to infrastructures. The primary
objective was to set up regional integration and coop-
eration, and the second objective was to increase trade
and foreign direct investments in the subregion (Asian
Development Bank 1997).

The main lines of development undertaken in the
framework of GMS are as follows: interregional
investment and trade, infrastructure in view of
improving regional competitiveness through the
transboundary experiment, and capacity building,
which means training a supply of labor and managing
human resources.

The significant elements were to facilitate transfer
of technology and production links and to increase the
complementarities between the economies of the sub-
region, thereby sustaining domestic economic develop-
ment and leading toward regional integration. In order
to achieve these ends, governments have played an
active part in coordinating and implementing policies.
The dynamism of the governments of the subregion
has encouraged the private sector to deregulate foreign
direct investment and trade (Abonyi 1997). And to
involve the private sector in infrastructure projects, a
financing mechanism, called build-operate-transfer
(BOT) mechanism, has been developed. With this
mechanism, a private company is given the concession
to build and operate a project, such as a power plant or
a road network. In this way, the government transfers
its prerogative to the private sector.

The Global Vision of the Project and
Priority Sectors

Because of its greater economic weight in the region,
Thailand attracts most of the foreign direct invest-
ments. As for public development aid, starting in
2000, the other five countries/provinces have received
the greatest share. Thailand, unlike the five other
countries/provinces, espoused development and an
open economy in the early 1980s. The others have
more recently started this double transition, which
means changing from a subsistence economy to a
diversified economy and from a centralized economy
to an economy that is moving toward a market econ-
omy (Asian Development Bank 1997).

The rhythm of setting up new projects has been
accelerated and the GMS program has initiated
study contracts to be used as the basis for these new
projects. Eleven priority sectors have been defined
as follows: telecommunications; transport; Greater
Mekong subregion transport projects and Greater

Mekong subregion cross-border transport agreement;
energy (interconnections and energy exchanges); en-
vironment; natural resource management; tourism;
agriculture; trade facilitation and pilot testing of
single-stop customs inspection; investment; and the
Greater Mekong subregion business forum.

The estimated cost for the ten-year strategic frame-
work program (January 2003-December 2012) is
$12.1 million; this figure does not include all of the
projects (Asian Development Bank 2003). This flag-
ship program includes East-West and North—South
economic corridors; telecommunications backbone
and information and communication technology; re-
gional energy power; human resources and skills; pri-
vate sector and tourist development competitiveness;
environment framework; and cross-border trade and
investment (Asian Development Bank 2003).

The telecommunication and information technolo-
gy backbone comprises five projects, some of which
have already been implemented: reform of policies
and capacity building in the telecommunications sec-
tors of phase one (Cambodia, Lao PDR, and Vietnam)
and phase two (People’s Republic of China, Yunnan
Province of PRC, Lao PDR, Myanmar, Thailand, and
Vietnam). The installation of the telecommunications
network that started in 2004 comprises several exten-
sions using fiber-optic technology, which concerned in
the first instance Lao PDR and Cambodia and cost
$46 million. This is the first phase of the project link-
ing Vientiane to Phnom Penh with the extension
toward Vietnam and Thailand. As a part of this tech-
nical assistance, the road link Kunning-Haiphong
program is under construction and is called the
Northern Economic Corridor.

For the production of electric power, Cambodia
received a loan of $66 million for the GMS transmis-
sion project, which will be used to establish the link
between northwest Cambodia and southwest Thai-
land. The energy independence rate of the Greater
Mekong region is 80%, which means it is more than
sufficient for its own consumption. Nevertheless, the
sale of energy has not yet developed, with the excep-
tion of Thailand. Therefore, the GMS will increase
the sale of energy, and it is a priority sector for all the
GMS countries. With more than eighteen hydraulic
power sites, these countries will earn a great deal
through the exportation of electric power. Great hy-
draulic resources have been identified in Yunnan,
Myanmar, and Lao PDR. The most industrialized
country in the GMS is Thailand, which has an ad-
vanced electric power system. For some years now,
Thailand has been producing and selling electric
power, especially to Cambodia; but after the setup
of the regional electric market, Yunnan, Myanmar,
and Lao PDR also will become electric power export
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countries. Nevertheless, rate barriers are preventing
the export of electric power. In 2002 in Cambodia, the
Inter-Governmental Agreement (IGA) on regional
power trade in GMS was signed. This agreement
established the Regional Power Trade Coordination
Committee.

In the flagship initiative of the GMS, the tourist
sector also is considered. The launching of the
Mekong Tourism Development Project, which con-
cerns Vietnam, Lao PDR, and Cambodia, represents
a total cost of $48 million. For this tourism sector,
infrastructures are needed, such as road networks,
ports, and airports. These infrastructures are included
in the program of northern and southern economic
corridors.

The ASEAN Mekong Basin Development Coop-
eration will change the face of the region, but without
the decision of the local people. In the six countries/
provinces affected by the program, groups of civilians
gather together to protest against the project.

ANNE ANDROUAIS
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ASIAN DEVELOPMENT BANK (ADB)

The Asian Development Bank (ADB) was established
in 1966 with the aim of improving economic develop-
ment in the Asia-Pacific region. It was one of several
regional banks instituted during this period as a
response to discontent with the lending policies of
existing institutions such as the World Bank and the
International Monetary Fund (IMF); a perception of
an inadequate supply of funds; and a recognition of
the special needs of the regions, in particular the need
for more flexibility and local control in the determi-
nation of lending policies and the use of resources.

Since its inception, the ADB’s membership has
grown from thirty-one to sixty-three countries, all of
whom are members of the United Nations (UN)
or members and associates of the UN’s Economic
and Social Commssion for Asia and the Pacific
(UNESCAP). While most of the Asian Development
Bank’s member states are from the region, stretching
the definition to include Central Asia, eighteen mem-
bers are external, including one of the bank’s larg-
est shareholders, the United States. West European
countries also are strongly represented.

The ADB’s major focus since 1999 has been the
elimination of poverty in the region through the pro-
motion of economic growth, social infrastructure, and
good governance. The bank meets these objectives by
primarily providing loans and investments to devel-
oping country members and assistance in planning
and managing development projects. It also can pro-
vide analyses and recommendations to countries or
regional forums. Loans are granted on ordinary or
concessional terms to governments and public and
private enterprises in diverse sectors including agri-
culture, infrastructure, transport, communications,
energy, natural resources, and finance. In 2003, the
bank approved more than $6 billion in loans for sixty-
six projects mostly in the public sector. Indonesia,
India, China, Pakistan, Bangladesh, and Sri Lanka
were some of the largest recipients. The ADB also
provides grants and technical assistance, worth some
$660 million in 2003. Almost 70% of the bank’s lending
is from its Ordinary Capital Resources (OCR, www.
adb.org/About/fnncemgt.asp), which are sourced from
issuing bonds, loan repayments, and contributions
from donor countries. The bank’s Asian Development
Fund (ADF) provides concessional loans that are
mostly sourced from donor contributions, with some
loan repayments and a portion of resources from
the OCR.

The ADB’s highest policymaking body is the
Board of Governors. Meeting annually, the board
comprises one representative from each member
country. The president, elected for a five-year period,



heads the day-to-day running of operations and poli-
cies, assisted by a managing director general, four vice
presidents (appointed by the Board of Directors on
the president’s recommendation and generally repre-
senting nonregional countries), and the heads of
departments and offices. The president must be from
the Asia-Pacific region and has traditionally been a
Japanese national. Japan has historically been influ-
ential in the establishment and operation of the bank.
The Governors elect a twelve-member Board of
Directors every two years, eight of whom are elected
by Asia-Pacific states and four who are elected by
nonregional members.

Despite its original objectives of overcoming the
limitations of international funding bodies, the ADB
has been subject to many of the same criticisms,
including that it is dominated by a few countries
(the United States and Japan in particular), and that
it favors spending on a particular model of develop-
ment. While confined by its charter to focus on
project lending, the ADB has at times suggested asso-
ciated policy changes or tied project management and
consultancy with loans (Wihtol 1988). Japan and the
United States were the largest shareholders in 2004,
with almost 16% each of total subscribed capital, and
therefore voting power of almost 13%. These two
countries have more than a quarter of the total voting
power between them. Voting power can fluctuate over
time depending on the level of contributions and
membership. However, in 2004, twenty-four donor
countries were responsible for almost 62% of sub-
scribed capital and had a combined voting power of
just more than 57%. This position of strength has
led at times to various donor countries delaying or
decreasing subscriptions to capital funds to express
dissatisfaction with the bank. Therefore, the goal of
regional control and flexibility depends to some
degree on the cooperation of donor countries.

The most contentious issue has been that of voting
rights. ADB voting is weighted toward financial con-
tribution, or shareholdings, and this has generated a
fundamental conflict between donors and developing
countries. Voting power is determined by the equal
distribution of 20% of basic votes plus a proportional
vote based on the number of shares of the capital
stock in the OCR held by that member. This voting
formula was subject to a process of intense negotia-
tion that reflects the inherent tensions between donor
and borrowing countries. Initially, Japan had wanted
the basic vote to be only 10% but agreed to 20% on
the pro visa that the Board of Directors have ten seats
only, not the twelve that had been proposed. Devel-
oping member countries countered with a claim for
greater representation on the board (seven seats as
opposed to the six that donor countries suggested).
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The final proposal was a board of ten for two
years, then an increase in board members to twelve
and a ratio of eight developing to four donor country
representatives. This meant an actual decrease
in developing countries’ representation (Wihtol
1988).

The ADB did undergo a reorganization in 2002,
moving away from project and sector applications
toward a stronger, more holistic countrywide and
subregional focus as the key planning strategy. Five
regional departments covering East and Central Asia,
the Mekong, the Pacific, South Asia, and Southeast
Asia have been established, each with a regional man-
agement team. This may assist in targeting key areas
of need and ties in with a more community-oriented
approach to development; however, the larger issues
of control of funds and donor country interests still
remain to be resolved. Donor and borrowing govern-
ments’ policies and interests, organizational con-
straints, and the socioeconomic conditions in the
borrowing country will all impact the outcome of
any ADB-funded project.

MELISSA BUTCHER

See also International Monetary Fund

References and Further Reading

Alley, R. The United Nations in South East Asia and the
South Pacific. London: Macmillan Press, 1998.

Bennet, A. L. International Organisations: Principles and
Issues, 4th ed. Englewood Cliffs, NJ: Prentice Hall, 1988.

Coleman, D. “The Role and Function of International
Donor Agencies.” In Aid Management Program Coordi-
nation Training Module. Sydney: Research Institute for
Asia and the Pacific, 2002.

Nelson, P. Anatomy of a Bank Job. Tanzania: Nelson Inter-
national, 1995.

Singh, K. The Globalisation of Finance. New Delhi: Mad-
hyam Books, 1998.

Wihtol, R. The Asian Development Bank and Rural Devel-
opment. London: Macmillan Press, 1988 (www.adb.org).
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East Asia emerged in the 1970s and 1980s as a partic-
ularly dynamic region of the wider world economy.
By the early 1990s, Japan, along with the newly indus-
trialized countries (NICs) or newly industrialized
economies (NIEs) of South Korea, Taiwan, Hong
Kong, and Singapore, and the growing economic dy-
namism of Thailand, Malaysia, and Indonesia, were
widely celebrated collectively as the Asian “Economic
Miracle.” They also were known as the “East Asian
Miracle” or the High-Performing Asian Economies
(HPAES) in this period. For some observers, the rise
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of East Asia also was seen as a serious challenge (or
threat) to North America and Western Europe. Both
the celebration and the concern dissipated rapidly
with the onset of the Asian financial crisis (1997—
1998) and the era of the Asian “Economic Miracle”
can now be seen as a relatively discrete period in the
twentieth century history of the region and the world.
The debate over the causes and lessons of the Asian
“Economic Miracle” was a highly politicized affair.
Some of the most influential explanations for the
origin and dynamics of the Asian “Economic Mira-
cle” viewed it as evidence of the efficacy and general
applicability of a “free trade” and ““free enterprise”
model of economic development. A less influential,
but still very significant, set of approaches argued that
the key to the Asian “Economic Miracle” was the
intervention and guidance of the developmental states
of the region. At the same time, a growing number of
observers inside and outside of East Asia attributed
the region’s economic success to Confucianism or
other cultural/racial characteristics. This approach
was encapsulated by the notion of “Asian values”
that was held up as both a key to the region’s success
and a panacea for North America and Western
Europe.

Viewing the Asian “Economic Miracle” more
broadly, the economic dynamism of a growing num-
ber of nation-states in the region can be seen to have
been grounded in important ways in the history of the
Cold War (particularly the period from the late 1940s
to the 1970s), during which the United States led a
push to contain communism and secure a capitalist
economic order in Asia, combined with the resur-
gence of Japanese corporate activity in the region to
provide the overall framework for the Asian “Eco-
nomic Miracle.” By the time the Marshall Plan (1947)
for Western Europe had been promulgated, the
United States also had embarked on a major effort
to facilitate the industrial rebirth of Japan. This was
part of what would become a wider effort to turn as
much of East Asia (and then Southeast Asia) as pos-
sible into a bulwark against the USSR and then,
increasingly, China. With the Chinese Communist
Party’s victory in October 1949 and the onset of the
Korean War (1950-1953), the governmental and mil-
itary institutions and structures of the US national
security state were consolidated as instruments of
regional and global power. Meanwhile, the arrange-
ments set down at Bretton Woods in 1944 that had
produced the International Monetary Fund (IMF)
and the International Bank for Reconstruction and
Development (World Bank) contributed to the wider
framework for economic recovery and development
between the late 1940s and the early 1970s.
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At the beginning of the 1950s, the Korean War
provided a crucial stimulus to industrial production
in Japan as a result of the dramatic increase in the
purchase of military equipment and war-related
products by the United States. After the Korean
War, the sustained US economic and military aid
(and capital) that went to South Korea and Taiwan
in the 1950s and 1960s played a major role in
strengthening the capabilities of these emergent devel-
opmental states. Between 1945 and 1979, US military
aid to South Korea was $7 billion, while US economic
aid from 1945 to 1973 was $5.5 billion. This was more
than all the US economic aid to Africa and half the
figure for all of Latin America over the same period.
In the 1950s, more than 80% of South Korean
imports were financed by US economic assistance.
The growing power of these states also was linked to
the relative weakness of business elites in South Korea
and Taiwan and to the weakening of the power of
large landowners, as a result of the implementation of
land reforms under US auspices. In the 1950s and
increasingly in the 1960s, manufacturers based in
South Korea and Taiwan (and Japan) also gained
privileged access to the North American market, for
US geostrategic reasons, at the same time as the
United States tolerated protected markets and tight
controls on foreign investment in East Asia. Further-
more, the East Asian NICs (South Korea, Taiwan, and
Hong Kong), along with Singapore, all entered the
world export markets in the 1960s when a consumer
boom was under way. Meanwhile, in the 1960s and
1970s, Japanese companies increasingly avoided the
rising cost of labor in Japan by relocating operations
to the emerging NICs. In this period, Japanese
corporations also provided a substantial portion of
the machinery and the other components needed
for industrialization in Taiwan and South Korea, and
they also were an important source of technology
licenses.

South Korea emerged as the greatest success story
of the wider Asian “Economic Miracle.” At the be-
ginning of the 1960s, the country’s gross domestic
product per capita was comparable to the newly inde-
pendent former Belgian colony of the Congo Demo-
cratic Republic, and many South Koreans viewed the
idea of South Korea catching up economically to
the Philippines as impossible. By 1996, however, the
South Korean economy was the twelfth biggest in
the world and the country had become a member of
the Organization for Economic Cooperation and
Development (OECD). General Park Chung Hee,
who ruled South Korea from 1961 until 1979, had
been an officer in the Japanese Kwantung Army dur-
ing the Pacific War, and his approach to economic



development was clearly influenced by the Japanese
colonial industrial pattern, most importantly the
state’s close links with the zaibatsu (the Japanese
conglomerates at the center of Japan’s pre-1945 in-
dustrialization process). Between the 1960s and the
1980s, state-guided national development in South
Korea rested on a close relationship between the
South Korean national security state and the country’s
burgeoning conglomerates (chaebol ) at the same time
as workers and trade unions were controlled via re-
pression and top-down corporatist arrangements. The
rapid economic growth and the dramatic social
changes of these decades paved the way for the rela-
tive decline of the authoritarian developmental state
in South Korea during the regime of General Chun
Doo Hwan (1980-1988). Although the US reinvigo-
rated the security alliance with Seoul in the Reagan
era, Washington also increasingly began to question
South Korea’s financial and trading practices. These
external shifts meshed with domestic pressures for
political and economic liberalization and resulted in
a transition to democracy by the end of the 1980s. The
liberalization of the political system was closely
connected to the liberalization of the economy, and
Kim Young Sam, the first civilian president of South
Korea (1993-1998) in more than three decades, made
globalization (segyehwa) the centerpiece of his admin-
istration.

With the Asian crisis in 1997-1998, the pressure for
liberal economic reform in East Asia increased. The
IMF loan to South Korea, an unprecedented $58
billion, as well as smaller but still substantial loans
to Thailand and Indonesia that came in the wake of
the crisis, were conditional on the implementation of
a range of austerity measures and economic reforms.
IMF officials required the setting up of new regulato-
ry procedures, the shutting down of a range of banks
and financial institutions, and the liberalization of
capital markets. The IMF also requested that public
enterprises be privatized, that cartels be broken up,
and that more flexible labor market arrangements be
introduced. In South Korea, the IMF found an ally in
the government of President Kim Dae Jung (1998-),
whose own political and economic goals were
strengthened by the early IMF demands. Kim Dae
Jung was as committed as his predecessor to globali-
zation, while the combination of the crisis and his
assumption of the presidency in early 1998 was seen
as an opportunity to undermine key aspects of the
collusion between the chaebol and the political elite
that were central to the developmental state. Howev-
er, while the crisis has further weakened key elements
of the developmental state in South Korea and its
variations elsewhere in the region, many of the
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arrangements and practices associated with the earlier
era of the Asian “Economic Miracle”” remain in place.
At this juncture, the economic future of East Asia
is uncertain. It is clear, however, that China is
now emerging as increasingly central to wider eco-
nomic developments in the region, while the era of
the Asian “Economic Miracle” centered on Japan
and the NICs of East Asia has clearly passed into
history.

MaRrk T. BERGER
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Proposal for the Creation of the Asian
Monetary Fund

During the Asian financial crisis that started in July
1997, Japan tried to organize a new financial plan in
spite of US opposition. In September 1997, Japan
proposed creating the Asian Monetary Fund. This
proposal was rejected because it was feared that
the AMF would become a rival of the International
Monetary Fund (IMF) in the region. So, a few
months later, Japan launched a new plan called the
Miyazawa New Plan, different from the AMF in style
and scope. These changes gained the approval of
Western countries. Japanese monetary policy, greatly
influenced by the United States up until the Asian
crisis, began to break free of US influence, especially
concerning East Asian countries, which in turn
are changing their attitude toward the Japanese
government (Kwan 1998).

The globalization of financial markets can increase
in East Asia. Emerging market countries are not yet
counting so much in global capital markets but are
vulnerable and, in the instance of a financial crisis,
need to be supported (Freeman 2003). The IMF has
explained that during market turbulence, emerging
market countries should be protected. In the event
of international capital market failure, domestic
markets with their central banks should be equipped
with safety nets in order to avoid bankruptcy, and
after the 1997 Asian financial crisis, a new interna-
tional financial architecture was formed (Goldstein
1998).

For the prevention of financial crisis, three actions
are needed: (1) strengthen the supervision of creditors
and debtors at an international level; (2) increase the
liquidity provision of banks; and (3) create an Asian
Monetary Fund.

In Asia, a monetary fund could be useful in en-
couraging the central banks of Asian countries
to have sound macroeconomic policies and greater
financial market transparency. Such a fund was pro-
posed by the Japanese government in September 1997
at a finance minister meeting in Bangkok to provide
financial assistance to countries in crisis (Bergsten
2000). This Asian Monetary Fund proposal was im-
mediately torpedoed by the US government and the
IMF. The main reasons advanced were that, on one
hand, IMF activities would decrease, and on the other
hand, the Chinese government was suspicious of
Japanese intentions in the region.
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An Arrangement: The Chang Mai Initiative

In 1997 in Manila, a framework group formed by the
APEC finance ministers made a proposal to create a
common basket peg for exchange rates, as a step
toward a single Asian currency (Eichengreen 2002).
Three different subjects were considered: (1) the role
of currency pegs in Asian countries; (2) the role of
the yen/dollar fluctuation; and (3) the tendency for
one currency to depreciate and cause the others to do
the same (McKinnon 2001).

In March 2000, an ASEAN swap arrangement was
proposed at the ASEAN finance ministers meeting.
And in May 2000, this arrangement was transformed
into Chang Mai Initiative (CMI) (Henning 2002).
This initiative encompassed the ten ASEAN countries
and also Japan, People’s Republic of China, and
Republic of Korea. The CMI could include the cen-
tral bank swap arrangements and IMF arrangements
that are subject to conditionality. The IMF would
include the same CMI system. This initiative was
well-received by Asian policymakers in order to link
their regional financial markets to the global market.

Observations were made for the proposal of a
system of collective currency pegs the US dollar, to
the yen or a basket of Asian and major currencies
(Kwan 2001). These three bases were proposed
by French and Japanese officials at the Asia-Europe
finance minister meeting in 2002 in Japan.

An Option: The Asian Financial Institute

B. Eichengreen (2004) argues in his book, Financial
Options, that the creation of a zone of financial
stability in the region can upgrade the prudential su-
pervision and promote initiatives, done directly by
Asian governments and policymakers. One of these
initiatives is called the Asian Financial Institute (AFI)
and could be established, as the CMI, by the ASEAN
ten countries (Brunei, Cambodia, Indonesia, Laos,
Malaysia, Myanmar, the Philippines, Singapore, Thai-
land, and Vietnam), plus Japan, People’s Republic of
China, and Republic of Korea, which could have the
task to set up standards for the Asian financial mar-
kets. The creation of the AFI would permit subscrip-
tions and swap lines mentioned in the CMI and define

other goals such as financial stability in the region.
However, the question remains concerning the
setup of a financial institution for Asian countries
and the way to strengthen cooperation among the
economies (Yamazawa 1999). The Asian way for

financial cooperation is still under consideration.
ANNE ANDROUAIS
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ASIAN TIGERS

Introduction

Asian Tigers is a term used to refer to those develop-
ing economies in Asia that have been most successful
since the 1970s. Of this group, those referred to as the
East Asian Tigers comprise the most developed
countries in the region, including Hong Kong, Singa-
pore, South Korea, and Taiwan. These economies are
the most advanced, compared with others in the re-
gion. In contrast is the group of countries referred to as
the Southeast Asian Tigers comprised of countries such
as Indonesia, Malaysia, the Philippines, Thailand, and
Vietnam. Asian tiger economies (also referred to as
newly industrializing countries [NICs] that grew by
promoting exports while often stifling domestic com-
petition. As well, the export-oriented industries were
built with large infusions of foreign investment capital.
The dramatic growth of the Asian tiger economies was
based on the export of manufactured goods. As an
example in the late 1980s, the four East Asian tigers
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produced 77% of total manufacturing exports from
developing countries. But, as shown by developments
in the 1990s, such tactics were unsustainable and
other growth engines were being sought. One of these
was to deregulate domestic markets in order to stimu-
late growth.

According to a World Bank Report (1993), the
East Asian miracle—achieving high growth with eq-
uity—is due to a combination of fundamentally
sound development policies, tailored interventions,
and an unusually rapid accumulation of physical
and human capital. The tiger economies are part of
this success and have been referred to as high-
performing East Asian economies. Such economies
have a record of high and sustained economic growth.
In addition, these economies displayed high per capita
incomes, along with a much-improved income
distribution, compared with most other developing
economies. Private domestic investment and rapidly
growing human capital were the principal engines of
growth. Educational policies were focused on increas-
ing labor skills, and agricultural policies stressed
productivity.

Export-Oriented and Import-Substitution
Strategies

Outward-oriented export-promotion strategies, as
well as import-substitution strategies, in theory,
do not discriminate between production for the
domestic market and for exports, or between purchase
of domestic goods and foreign goods. International
development agencies like the World Bank are strong-
ly committed to encouraging developing countries
to adopt outward—rather than inward—oriented
strategies.

A World Bank study in 1987 of forty-one develop-
ing countries covering 1963-1985 has shown that if
countries are placed along a continuum of strong-
ly outwardly oriented strategies at one end and
strongly inwardly oriented strategies at the other,
economic performance, including gross national
product growth, tends to decline from outward to
inward orientation. The study suggests that strongly
inwardly oriented economies fared badly. While the
results of the study are highly persuasive, they fail to
take into account the relative poverty of the inwardly
oriented group of countries, compared with the other
group of outwardly oriented countries, a characteris-
tic that is even more important than the lack of
economic performance. It may be that poorer coun-
tries have greater difficulty than relatively richer
countries to progress up the ladder of development.
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On another analysis, trade orientation is positively
related to levels of per capita income, and outward
orientation is more closely associated with a balanced
export structure. Where the export structure is depen-
dent on a narrow range of primary products, such
economies urgently need to diversify their external
trade to remove the threats emanating from the vag-
aries of international trade.

Export-promotion strategies encourage -efficient
production where there is no discrimination between
the domestic or the export market. The East Asian
tigers have successfully generated exceptional growth
rates in their economies by using import-substituting
and export-oriented strategies.

An indicator of economic development is that, as
the country’s per capita income and stock of human
capital rises, there is a shift from being a net importer
of technology and skills to being a net exporter. In
this transformation, a transitional stage may occur
wherein the economy exports a narrow range of high-
ly specialized technological products while remaining
a net importer of technology in aggregate terms. The
suggestion is that in the 1990s, some successful
developing countries may have reached this phase in
their development.

Any one of the East Asian tigers would make an
ideal case study for examining issues associated with
early stages of technological exports. Such exports
comprise the international flow of basic technical
know-how management services and other skills. The
technology includes the technological components of
foreign investment and overseas construction, licens-
ing and technical agreements, consulting services, and
other commercial agreements.

The Korean Path

Korea is the classic Asian tiger economy. It had
blazed a path to industrial strength based principally
on domestic savings. Foreign capital also played an
important part in tandem with local financial
resources obtained from a rigorous system of taxation
and profits derived from the sale of goods to a pro-
tected domestic market and to foreign markets. In
addition, an institutional framework provided the
infrastructure to build a close working relationship
between government and private sectors. In the early
1980s, the state-chaebol (conglomerate) appeared
omnipresent. The deep pockets of the commercial
banks together with government wishes provided the
entrée for Hyundai, Samsung, LG, and others to
carve out market shares in Europe, Asia, and North
America.

106

One pressing issue that impinges on the intermedi-
ate economies concerns their spectacular growth and
continued impressive performance, compared with
other developed economies. The East Asian tigers,
for example, have been able to sustain high growth
rates, compared with the richer industrial countries
over the past 20-25 years. Their per capita incomes
have nearly quadrupled, poverty rates have shrunk,
and if such growth is sustained, the East Asian region
may overtake North America as the world’s domi-
nant economic region. How and why this has
come about is the subject of contentious debate and
divided views.

Sustaining the Growth

Walden Bello (1990) outlined in his book Dragons in
Distress: Asia’s Miracle Economies in Crisis some very
telling reasons why tiger economies were in crisis. In
1990, Taiwan recorded its lowest annual rise in gross
national product since 1982, and South Korea
suffered a $21 billion deficit on its current account
after five years of surplus. The crisis of the tiger
economy strategy of export-oriented trade and high-
speed growth is said to stem from the intersection of
three trends:

¢ The deterioration of the external trade environ-
ment because of rising protectionism;

e The loss of export competitiveness as tiger
economies continued to depend on labor-inten-
sive production even when labor was no longer
cheap; and

¢ The eruption of long-suppressed environmental,
agricultural, and political costs exacted by pre-
vious rapid growth.

Many of the tiger economies still remain structured
as of the previous pattern of export-led growth at a
time when many markets, especially in the United
States, Europe, and Japan, were becoming increasing-
ly protected. The markets in Eastern Europe and the
Commonwealth of Independent States are hardly sig-
nificant in either the short or medium terms given
their depressed purchasing power and developing
economies. Even without trade barriers or apprecia-
tion in value of their currencies, tiger economies have
lost their competitive edge. Multinational corpora-
tions (MNCs) have moved elsewhere in search of
cheaper labor, and the product cycle has reached
maturity so that goods that were previously profitable
and exclusive are now less profitable and are being
produced for the mass market. Higher wages have
pushed up the cost of living, rural labor reserves



have dried up, and as labor has organized itself, it has
meant, for example, that many South Korean and
Taiwanese manufacturers have relocated their opera-
tions elsewhere in Southeast Asia and China.

Free-market economists have long recognized that
the close relationships between industry, finance, and
politics carried with it the seeds of eventual calamity.
In South Korea, the government directed bank loans
to favoured chaebols in an effort to achieve growth
through exports. Interest rates in Korea also were
capped, and tough labor rules were imposed on com-
panies, making it illegal, for instance, to fire anyone
without union permission.

Thus, it can be observed that the rapid growth
rates in the tiger economies have been won at great
cost. Notwithstanding the authoritarianism in South
Korea and Taiwan and the subsequent eruption in
1987 in South Korea, after two decades of tight con-
trol, of new democratic policies that have forced
responsibility and accountability, environmental deg-
radation itself is threatening productive capacity.

Previously, Korea with its protected home mar-
ket allowed the biggest chaebols to build huge
manufacturing operations without having to develop
world-class design and marketing skills. But this has all
changed after the economic crisis of the mid-1990s.
The government has since passed legislation to encour-
age competition at home and to give consumers more
choice. It has allowed greater foreign ownership of
companies, liberalized foreign-exchange transactions,
and removed import restrictions.

In Taiwan, the pollution of rivers by upstream
industries has devastated the shrimp, oyster, and fish
aquaculture industry downstream. Environmental
activists in Taiwan have succeeded in delaying the
construction of more petrochemical and nuclear
power plants—seen as necessities by technocrats to
sustain export-oriented growth. Such developments
have forced a reevaluation of benefits of past growth
in comparison with the value of personal freedom and
quality-of-life issues.

Hong Kong, on the other hand, has so far weath-
ered the storm with much less damage than its neigh-
bors. Analysts credit its free-market policies for
creating a resilient economy. Companies that made
bad investment decisions were simply allowed to go
bankrupt without any hint of a government rescue.

Future Prospects

After the economic crisis of 1997, tiger economies
are showing tentative signs of recovery, and market-
shaping trends that had begun earlier in the decade
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have begun to accelerate. Fast-moving technology is
cutting product cycle time, while oversupply is push-
ing prices and profits everywhere. These are chal-
lenges to tiger economies that previously had
prospered by coupling imported technology with
cheap labor. The biggest challenge, of course, will be
the new and vigorous competition from other
emerging markets from around the world. Asian
tiger economies now have to grapple with all the
implications of market liberalization and try to build
growth from the start of the new century of around
8-10%, compared with the former halcyon days of
18-20% of the 1980s.

It may well be that the East Asian tigers are paying a
high price for their industrial maturity. The super-
competitive economies seem not to be able to avoid
the kind of labor confrontations that beset supposedly
industrial giants as Britain and countries in the Euro-
pean Union. The main issue seems to be that many of
the tiger economies believed that their “Asian values”
would help them pull through their travails. But that
may be one side of the problem, because there may yet
be a close correlation between economic change and
political change as well. The economic wonders
worked by cheap labor, weak exchange rates, and
closed domestic markets may not be sustainable forev-
er. It is ironic that what the Asian Tigers are facing
now is the challenge of success. While the Asian Tiger
economies have transferred labor from agriculture to
industry, invested heavily, and benefited from invest-
ment and transfer of technology from abroad, these
same economies have to demonstrate their ability to
deliver “quality-based growth” rather than growth
based on adding ever-increasing quantities of capital
and labor.

GEORGE CHO
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ASIA-PACIFIC ECONOMIC

COOPERATION (APEC)

The Asia-Pacific Economic Cooperation (APEC)
forum serves as the primary vehicle for regional eco-
nomic integration through promoting open trade and
competitive market economy in the region. In order to
realize long-term goals of free trade, APEC members
are committed to completely eliminating regional trade
barriers within two decades. Mutual ties are designed
to improve access to the region’s growing export mar-
kets. Increased exports, in turn, are expected to boost
the economy and decrease unemployment.

In parallel with the emergence of other regional
trading blocs in Europe and North America, APEC
has been aiming to stimulate regional economic
growth through relaxation of trade barriers and in-
vestment liberalization. APEC drew attention with
the involvement of all the major economies of the
region, some of which are the most dynamic, fastest
growing in the world. APEC currently remains a huge
trading group accounting for about half of the
world’s exports and imports.

Origin and Evolution

APEC began as an informal dialogue group with
limited membership, in 1989, following the initiatives
of the United States, Japan, Canada, South Korea,
and the Southeast Asian countries, which wanted to
form a regional free-trade pact. Its original aim was to
harness economic growth with intertwining econo-
mies on both sides of the Pacific Rim. APEC was
expanded and more formally institutionalized with
the recognition of the significance in economic coop-
eration among regional political leaders. It was later
joined by China, Taiwan, and Hong Kong in 1991, by
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Russia in 1998, followed by Mexico in 1993, and such
Latin American countries as Peru and Chile in 1994.

The region includes the most wealthy and popu-
lous countries in the world. In particular, APEC
members constitute the world’s biggest exporters in
Asia, such as Japan and China, as well as the world’s
biggest importer, the United States. APEC member-
ships are further divided into groups of countries
reflecting the diverse nature of the region’s economic
development: advanced economies (United States,
Canada, Japan, and Australia), developing countries
(Indonesia, Vietnam, Malaysia, Thailand, and the
Philippines), rapidly growing but state-dominated
economies (China), and transition economies follow-
ing privatization (Russia).

APEC, reflecting the views of economically ad-
vanced countries, in particular, the United States,
holds a view that in response to recent economic
slowdown, free trade helps build confidence in the
markets and guards against protectionism. In partic-
ular, APEC gained strength with the support of for-
mer US President Bill Clinton, who considered the
economic health of the APEC region vital to the
continued prosperity of the United States. The US
government continues to see a vital economic interest
in the development of free trade in the Pacific region
given its exports to the region reached a total of $500
billion in 2000.

In developing a road map for the envisioned Free
Trade Zone, it was agreed at the 1994 Indonesian
meeting that full trade and investment liberalization
in the Pacific would be implemented among devel-
oped countries by 2010, with extension to developing
countries by 2020. As stepping measures, APEC
member states elaborated, in 1997, a plan to liberalize
trade in chemicals, fish, forest products, and twelve
other major sectors with a reduction in import tariffs
on $1.5 trillion in goods. Trade and investment flows
to be freed across this vast region, which account for
more than 50% of the world gross domestic product,
will have an impact on the global economy.

The formation of regional trading agreements may
well accelerate the process of global economic expan-
sion. Unlike the Word Trade Organization, APEC
depends on voluntary cooperation rather than the
binding agreements for promoting expanded econom-
ic relationships. By serving as an alternative path to
trade liberalization, however, APEC can be seen as a
galvanizing force for global talks such as the Uruguay
Round Table negotiation. In fact, APEC traditionally
has pushed for a move to launch a new global trade
agreement to build a basis for future economic
growth. In the past, its summits strongly endorsed
launching new rounds of free trade negotiations.



Annual Meetings and Institutionalization

A series of yearly meetings, culminating in a heads-
of-state summit, held each autumn since 1993 have
brought top-level attention to regional free trade and
investment. These annual forums have reiterated the
member countries’ commitment to build the world’s
largest free trade area around the Pacific Rim. As the
single most important institution in the Asia-Pacific
region, these gatherings serve as ideal venues for
the head of states not only to meet regularly as a
group but also to discuss current issues on a bilateral
basis. Along with top-level meetings designed for
both formal and informal discussions about major
issues in the region, APEC also provides consultation
and negotiation forums among trade and economic
ministers.

The exchange of information and views among
member economies has been institutionalized through
such forums as the Economic Committee transformed
from the Ad Hoc Group on Economic Trends and
Issues at the Sixth APEC Ministerial Meeting in
Jakarta in November 1994. The formal policy
committee has been addressing central economic
issues that concern member governments and
providing the analytical basis useful for advancing
agendas.

Agendas

APEC emphasizes economic deregulation and
increased competition with reduction in trade bar-
riers. Along with this emphasis, APEC meetings
promote increased transparency, openness, and pre-
dictability based on the rule of law for the accelerated
pace of financial and other market-oriented reforms.
Other agendas include higher productivity and inno-
vation with the application of new technology for cost
reduction and improved efficiency. Reform of outdat-
ed telecommunications regulatory practices is critical
for promoting e-commerce. Entrepreneurship devel-
opment and support for increased competitiveness of
small businesses and human capacity building also
have been serious agendas for ministerial meetings.
In response to the attacks on the World Trade
Center and Pentagon in September 2001, terrorism
has also emerged on APEC’s new agenda, as it is
seen as a major challenge to free, open economies.
In a pledge for full cooperation to prevent interna-
tional terrorism from disrupting market activities, the
2001 APEC summit emphasized close communication
and cooperation among financial and economic
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policy-making authorities. Capacity building and
technical cooperation also have been discussed in
terms of putting counterterrorism measures into place.

Investment for financial infrastructure and institu-
tions is designed to foster safe and efficient capital
markets. As part of enhancing counterterrorism co-
operation, APEC members also began to discuss fi-
nancial measures that can prohibit the flow of funds
to terrorists. APEC’s Finance Ministers’ Working
Group on Fighting Financial Crime is looking for
strategies to adopt internationally standardized mea-
sures such as the use of common accounting rules.

Whereas strengthening financial markets and de-
veloping more efficient investment procedures re-
main key concerns, APEC has been addressing other
issues related to trade facilitation through working
groups. Modernization of customs procedures and
reduction in tariffs are linked to bringing down the
ultimate cost to businesses. One of their priorities is
to strengthen customs communication networks and
enhance a global integrated electronic customs net-
work, by which customs authorities can have a better
ability to enforce laws without interrupting the flow
of trade. Development of electronic movement
records systems focuses on protection of border secu-
rity, as well as ensuring the smooth movements of
goods and investment.

Other areas of economic cooperation include ener-
gy security in the region through the mechanism of
the APEC Energy Security Initiative. The mechanism
looks for various policy tools to respond to challenges
for the region’s energy supply, as well as short-term
supply disruptions. In addition, there has been discus-
sion about the involvement of the public sector in
developing electronic commerce and region-wide in-
formation technology programs.

APEC also promotes social infrastructure building
to take advantage of trade and investment opportu-
nities. Basic education and social services are not
adequately provided in underdeveloped parts of the
region. In redressing unequal labor productivity, at-
tention also has been directed to improving educa-
tional standards and training of skills that are
essential for production and trade.

Economic Reform

Because many Asian countries are vulnerable with
currency devaluation, financial stability is essential
for trade and investment liberalization. Since the struc-
tural weaknesses of dynamic economies of Southeast
Asia and East Asia were revealed through the Asian
financial crisis of 1997-1998, the Pacific Rim leaders
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consider fiscal and monetary policies to mitigate the
adverse effects of a synchronized slowdown of the
world economy.

Major Asian economies are called upon to embark
on reform of their banking and corporate sectors in
order to reverse the slowdown and restore confidence.
In alignment with the International Monetary Fund
(IMF) and other international financial institutions,
APEC supports economic policies that stimulate do-
mestic consumption, promote corporate and corpo-
rate restructuring, and attract investment. However,
the heavy-handed nature of the IMF rescue packages
has not gained economic confidence in the region.

The regional economy has been hit badly by the
falling global demand for many of the Asian mem-
bers’ exports (such as electronics). In particular, the
recession in the United States is expected to have an
impact on the growth in the region due to its heavy
dependence on the US market. The prospects for
economic growth—especially for China, Mexico,
Japan, the Philippines, Taiwan, Malaysia, South
Korea, and Singapore—are negatively affected by
reduction in their exports to the United States. Insta-
bility of member economies (the slowdown in dynam-
ic economic growth in many parts of the region)
weakened the impetus for fulfilling a trade liberaliza-
tion agreement.

Challenges

In spite of the promise of an integrated Pacific trade
zone, unity seems to be illusive due to continuing
economic and political divide, as Malaysia and other
developing countries are opposed to adverse effects of
globalization. In addition to the discord between de-
veloped and developing countries, the rapid rise in
Chinese economic power also is seen as an uncertain
factor. Through its expanded role, China wants to
challenge Japan as a regional economic leader by
offering trade and financial deals to other coun-
tries. The Association of Southeast Asian Nations
(ASEAN), making up a subregional trade bloc, is
wary of the emerging economic power of China
while seeking to avoid dependence on Japan. Some
countries, such as Mexico, are concerned about the
flood of cheap Chinese products in their markets. The
tensions over military and political matters between
the United States and China, along with US skepti-
cism about China’s commitment to free market econ-
omy, also can divide APEC in the future.

Gross economic imbalance and wide differences in
economic policies provide challenges for further eco-
nomic expansion of the region. The goal of bringing
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prosperity to the region through free trade has been
hampered by unequal benefit of economic growth and
ensuing disparities. As APEC markets are more open
today than they were a decade ago, big trading
countries with fast-expanding exports can benefit
more from participating in regional trade liberaliza-
tion. Imbalance in trade competitiveness (ascribed
to a gap in technology and infrastructures such as
transportation and communication) serves as an
obstacle to progress towards the regional economic
integration.

Despite an emphasis on economic growth, there
has been comparatively little focus on social progress.
Despite commitments to clean manufacturing and
clean energy, there have been few advancements in
environmental standards. Economic inequity also
remains a problem.

Future Prospects

The free trade pact was forged in the entire region of
the Pacific to prevent the imposition of protectionist
trade measures. Whereas the main emphasis in APEC
still remains the establishment of an open trading and
investment system, economic issues are difficult to
disentangle from politics. In particular, the incidents
of September 11, 2001, put various agendas for
economic cooperation in the context of national secu-
rity and the fight against terrorism.

Strengthening a stable political and social environ-
ment for trade, investment, and travel is essential for
regional economic growth. As demonstrated by the
European Union and the North American Free Trade
Agreement (NAFTA), the trend toward further inte-
gration and expansion of trade blocs seem to be an
irreversible process in an ongoing process toward
economic globalization.

Ho-WoN JEoNG
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ASSOCIATION OF CARIBBEAN

STATES (ACS)
The Association of Caribbean States (ACS) was
established in Cartagena, Colombia, in 1994 to pro-
mote social, political, and economic cooperation
among the nations in the Caribbean region. The
groundwork for the formation of the ACS had been
laid at the Conference of the Heads of Government of
the Caribbean Community in Port of Spain, Trinidad
and Tobago in October 1992. The creation of the
ACS was seen largely as a reaction to the North
American Free Trade Agreement between the United
States of America, Canada, and Mexico, which went
into effect on January 1, 1994. As such, the ASC
was a response to the challenges and opportunities
presented by the globalization of the international
economy and the liberalization of trade relations in
the Western Hemisphere. The 25 ACS member states
are Antigua and Barbuda, the Bahamas, Barbados,
Belize, Colombia, Costa Rica, Cuba, Dominica, the
Dominican Republic, El Salvador, Grenada, Guate-
mala, Guyana, Haiti, Honduras, Jamaica, Mexico,
Nicaragua, Panama, St. Kitts and Nevis, St. Lucia,
St. Vincent, the Grenadines, Suriname, Trinidad and
Tobago, and Venezuela. Three associate member
states—Aruba, France (on behalf of French Guiana,
Guadeloupe, and Martinique), and the Netherlands
Antilles—also are part of the association. The main
administrative organs of the association are the
ministerial council and the secretariat. Dominican
intellectual Rubén Arturo Silié Valdez, the former
director of the Latin American Faculty for Social
Sciences (FLASCO), has been the secretary general
of the association since 2004. The headquarters of
the ACS is located in Port of Spain, Trinidad
and Tobago.

The ACS is dedicated to strengthening regional
cooperation in cultural, economic, political, scientific,
social, and technological relations among the member
states. As such, the member states hope to build upon
their geographic proximity and common historical
experiences to create future cultural, economic, and
social development for the 250 million people they
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represent. The ACS strives to facilitate economic de-
velopment in the region, with the ultimate goal of
making member-state economies more competitive
in the international market. In addition to economic
development, the ACS also strives for the promotion
of social development, which includes the fortification
of democratic government and respect for human
rights. The association also supports the environmen-
tal protection of the Caribbean Sea, a body of water
that is regarded as the common patrimony of the
peoples of the region. The association’s four main
areas of activity are trade, transportation, tourism,
and natural disasters.

The Special Committee on Trade Development
and External Economic Relations encourages eco-
nomic cooperation to expand economic activities, es-
pecially trade and investment, in the Greater
Caribbean. Special attention has been paid to the
efforts of small economies to penetrate the markets
of larger trading partners, such as the European
Union and the United States. Efforts also have been
made by the association to present a common agenda
when dealing with agencies such as the World Trade
Organization (WTO). The ACS has collected data
and statistics about economic performance in the
Greater Caribbean. This information, which is avail-
able on the Internet, is provided with the goal of
increasing and facilitating trade within the Greater
Caribbean. In an attempt to increase economic pro-
duction, foreign loans and grants have been obtained
to strengthen the infrastructure of the member
nations.

The Special Committee on Transport is charged
with increasing the number of flights between the
member states, while simultaneously providing great-
er access to the airlines of member states to the air-
ports of other member states. One advantage of
increased air traffic between the member states is the
possibility for an increase in regional tourism. The
committee also has created a Port and Maritime In-
formation database that includes information on
shipping costs. This information should facilitate the
expansion of exports and imports in the Greater
Caribbean region. In the aftermath of the September
11, 2001 events, the committee has focused on
increasing security for air and sea travelers. The com-
mittee also cooperates with other organizations in an
attempt to limit illegal drug trafficking.

The Special Committee on Sustainable Tourism
seeks to promote the expansion of tourism in the
Greater Caribbean while simultaneously attempting
to ensure the protection of the physical environment.
Ecologically and environmentally sound sustainable
development policies regarding tourism, one of the
largest foreign exchange revenue generators in the

111



ASSOCIATION OF CARIBBEAN STATES (ACS)

region, is essential for the economic development of
the Greater Caribbean. Given the importance of the
Caribbean Sea to the future growth of tourism in
the region, the member states have a vested interest
in limiting pollution and monitoring waste disposal.
The committee has worked to increase multiple-
destination tourism in the region by encouraging
more direct air linkages between the member states,
organizing language training classes to provide local
workers with the skills necessary to handle the
increased number of foreign tourists, and developing
and expanding local health care programs to deal
with such problems as AIDS. The committee also
has evaluated the negative impact of the September
11 events on the tourist industry.

The Special Committee on Natural Disasters has
encouraged the cooperation of disaster planning and
relief agencies in the Greater Caribbean, an area that
has been subjected to hurricanes, earthquakes, and
volcanic eruptions. The committee is especially
concerned with the development of early warning
systems that could limit the loss of life during natural
disasters.

MicHAEL R. HALL
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ASSOCIATION OF SOUTHEAST
ASIAN NATIONS (ASEAN)

Historical Background

The formal creation of the Association of Southeast
Asian Nations (ASEAN) took place at the First
ASEAN Ministerial Meeting held in August 1967 in
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Bangkok, Thailand. Five Southeast Asian nations
(Indonesia, Malaysia, the Philippines, Thailand,
and Singapore) signed the ASEAN Declaration.
The declaration sought to accomplish three primary
objectives. First, the declaration’s intent was to accel-
erate economic growth, social progress, and cultural
development in the region through joint endeavors,
conducted in the spirit of equality and partnership, in
order to strengthen the foundation for the pursuit of a
prosperous and peaceful community. Second, it
sought to promote regional peace and stability
through an abiding respect for justice and the rule of
law in the relationship among countries of the region,
and to promote adherence to the principles of the
United Nations Charter. Third, the declaration com-
mitted members to promoting active collaboration
and mutual assistance on matters of common interest
in the areas of economic, social, cultural, technical,
scientific, and administrative affairs.

The declaration made it clear that association
membership was open to all Southeast Asian nations
provided that they agreed to adhere to the three
primary objectives of ASEAN. Upon admission to
the association, members must be willing to bind
themselves together in friendship and cooperation.
According to the declaration’s provisions, members
must commit themselves to joint efforts aimed at
securing for the people of Southeast Asia the blessings
of peace, freedom, and prosperity. Prior to being
admitted to the association, each member must have
signed an Amity Agreement that expresses a willing-
ness to abide by the provisions of the declaration.

Brunei joined the original five in 1985 and during
the late 1990s Vietnam, Laos, Myanmar (Burma), and
Cambodia became ASEAN members. Throughout its
history, the association’s primary objectives have
been to accelerate economic growth and development
among the region’s countries and to bring about re-
gional security and stability. The overriding principle
underlying the agreement was that all endeavors
would be undertaken in a spirit of equality and part-
nership wherein decisions would be based upon con-
sensus. Peace and prosperity within the community of
nations would be built on the cornerstone of nonin-
tervention and respect for national sovereignty. Via
signing Amity Agreements and eventually becoming
full Association members, the four newcomers
brought the association’s membership to ten nations.

The Structure of ASEAN

ASEAN’s institutional structure evolved into a set of
operational modules targeted toward intraregional
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trade expansion, investment generation and industrial
development, dispute settlement, and regional securi-
ty. Trade expansion is promoted through the ASEAN
Free Trade Area (AFTA) and the Common Effective
Preferential Tariff (CEPT) system via which tariffs
are lowered among member countries. Investment
and industrial expansion are promoted through
three initiatives: the ASEAN Industrial Project
(AIP), the ASEAN Industrial Complementation
(AIC), or the ASEAN Industrial Joint Venture
(ALJV). The ASEAN Dialogue Partnership System
(ADPS) and Post Ministerial Conferences (PMC)
are in charge of settling disputes involving an
ASEAN member (or members). Regional security is
sought through a relatively new module called the
ASEAN Regional Forum (ARF).

Six policy arenas are used in order to design,
coordinate, and implement the modules that the asso-
ciation uses. The first is the ASEAN summit among
the heads of government that meets every three years
and in a member country chosen on the basis of
rotation. The summit is the highest-level instrument,
and it involves the determination of the overall
direction of the association. Second is the ASEAN
ministerial meeting, the next highest decision-making
forum. Held annually, it covers various economic,
diplomatic, social, and cultural matters. The third is
the PMC that follow the ministerial meeting in which
ASEAN foreign ministers meet with their dialogue
partner counterparts. The primary function of the
PMC is to make certain that both ASEAN members
and their global partners avoid serious and unneces-
sary conflicts. Fourth, a senior officials meeting
consisting of officials representing ASEAN foreign
affairs ministries is held three or four times a year.
Its purpose is to provide consistency in diplomatic,
political, and strategic matters among the associa-
tion’s membership. The fifth instrument is an annual
meeting of ASEAN economic ministers, wherein an
array of economic matters is discussed. Sixth and
lastly, senior economic officials meetings are held
every three months. This is a working-level group
that oversees all aspects of economic cooperation
among the association’s membership in the fields of
trade, tourism, industrial development, mineral and
energy, finance and banking, transportation and com-
munications, and agriculture and marine resources.

Intra-ASEAN Trade Promotion

The institutional structure outlined above provides
both ASEAN’s broad policy aspect and the direct
operational framework within which the association

undertakes its various activities. Those activities are
highlighted by trade promotion. Initially, ASEAN’s
effort to promote intraregional trade expansion was
via a Preferential Trade Agreement (PTA) that
proved to be a failure. It provided neither suffici-
ently deep tariff rate reductions nor sufficiently
broad product coverage to yield more than minimal
increases in trade among association members. In
response to the PTA’s unsatisfactory performance,
governments of trade-oriented member states called
for a full-scale free trade area within the region. The
result of their effort was the AFTA/CEPT mechanism
that was introduced at the Fourth ASEAN Summit,
held in Singapore in 1992.

The aim of free trade proponents was to reduce
and ultimately to eliminate tariffs among ASEAN
members through the implementation of a two-
track, tariff reduction process that added substantial-
ly deeper tariff rate cuts and covered a much broader
range of products. According to the 1992 agreement,
products with an existing tariff rate of 20% or less
were put on a fast track toward tariff elimination. The
goal of the fast track was to do away with tariffs on
affected products in a decade, or by the year 2003. On
a normal track, 1992 tariff rates exceeding 20% were
to be reduced in three stages over a fifteen-year period
culminating in zero tariff rates by the year 2008. The
1992 agreement was modified in 1994 in order to
match and conform to the deeper and broader tariff
reductions that were negotiated during the Uruguay
Round of the General Agreement on Tariffs and
Trade (GATT). The GATT tariff reductions were
deeper than those called for in ASEAN’s 1992 accord.
Both the fast- and normal-track timetables were
shortened so that items placed on the fast track were
to reach zero tariffs by 2000 rather than 2003, and so
that those assigned to normal track status were to be
eliminated by 2003 rather than 2008.

The 1992 CEPT mechanism provided greater
breadth of coverage than the PTA. It encompassed
all manufactured items, processed agricultural pro-
ducts, and capital goods. ASEAN officials continue
to explore the possibility of extending CEPT coverage
to agriculture and services and eliminating nontariff
barriers.

As ASEAN grew, it was faced with serious pro-
blems that were brought about because of substantial
economic and political asymmetry within its member-
ship. In order to deal with the gap in national income
levels and market competitiveness, the association
provides two exceptions to generalized CEPT cover-
age. First, the products of noncompetitive industries
are put on a temporary exclusion list if such industries
need more time to adjust to the microeconomic dislo-
cation that trade can bring about. Second, a member
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nation can request that certain industries be placed on
a sensitivity list in cases where a negative economic
impact would be difficult to sustain. The exceptions
are important variances to the fast- and normal-track
mandates, but they are needed because ASEAN’s
membership includes higher-income economies such
as Brunei and Singapore and middle-income countries
such as Malaysia, Thailand, the Philippines, and
Indonesia. Membership also included low-income
countries including Cambodia, Laos, Myanmar (or
Burma), and Vietnam. While lower-income, less com-
petitive, and more sensitive economies need more time
to adjust to the micro and macro impact of trade
liberalization and openness, ultimately, they must
adhere to the general principle of tariff elimination.

Investment Generation and Industrial
Development

The generation of investment from both internal and
external sources and the industrial development that
accompanies it provides the platform from which
exports, import substitutes, and nontraded goods
are produced throughout Southeast Asia. ASEAN
promotes investment and industrialization through
three modules: ASEAN Industrial Project (AIP),
ASEAN Industrial Complementation (AIC), and
ASEAN Industrial Joint Venture.

AIP projects are large-scale enterprises, are located
within a single country, are without forward or back-
ward linkages to other project, and have extensive
government involvement. There was initial enthusi-
asm about the AIP module, but it soon waned when
it became clear that there were serious implementa-
tion problems. One problem had to do with conflicts
among member states regarding the location of
single-country projects. Additionally, the bureaucrat-
ic approval process was cumbersome, and there were
conflicts among members over whether certain
projects were financially feasible, as many would be
large-scale enterprises requiring levels of investment
so substantial that they exceeded funding capacities.
Consequently, few ventures reached fruition after the
1980 Basic Agreement that created the AIP module.
However, during the process of evaluating potential
AIP projects, the process identified a number of enter-
prises that were successfully pursued outside the para-
meters of the AIP module.

The AIC module was a direct result of the limited
success of the AIP approach, where large-scale, gov-
ernment-dominated ventures left little scope for pri-
vate industry expertise in both project planning and
implementation. The Basic Agreement that created
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the AIC in 1981 corrected this oversight by involving
private-sector personnel who were familiar with
market conditions. They collaborated with their
public-sector counterparts and became a primary
source of ideas. Private-sector leaders helped to put
together a system that involved forward and back-
ward linkages among ASEAN producers wherein the
stages of production leading to final products were
located in different countries. However, the module
did not suit all proposed projects because of compli-
cations inherent in approval processes and conflicts
about where linked projects would be located. More
importantly, the AIC did not contain an effort to
draw investment capital from outside ASEAN.

ASEAN Industrial Joint Ventures are private sec-
tor projects. They operate in more than one country,
are neither forward- nor backward-linked to other
products, and involve external investment partners.
Investors in AIJV projects can locate production
facilities anywhere within ASEAN provided that at
least two participating member countries are
involved. Non-ASEAN financial partners can partici-
pate in AIJV projects provided that ASEAN equity
participation is 51%.

An ASEAN Industrial Cooperation (AICO)
scheme accompanies the three modules, but it differs
from them in that firms operating under the scheme
are not legal business entities but rather operate under
umbrella associations. The AICO requires a mini-
mum of two companies that are domiciled in at least
two ASEAN member countries, and there must be at
least 30% national equity participation in the business
enterprises that operate under the scheme. The AICO
provides participant companies opportunities to
cooperate and coordinate their business activities,
particularly in export promotion.

These modules and schemes are used by ASEAN
to generate investments, develop industrial capacities,
and expand exports directly. They enable the associa-
tion to create a regional investment climate that
draws other, nonparticipating investors from outside
the region, as well encourage capital formation from
sources within ASEAN. However, as more trade and
investment involving ASEAN-based enterprises and
outside entities take place, more opportunities for
conflicts arise. Avoiding conflicts and settling disrup-
tive disputes that threaten to deteriorate economic
climates have become an important aspect of
ASEAN’s activities.

Dispute Settlement and Regional Security

The integration of ASEAN into global goods,
services, and financial markets brings about an



ASSOCIATION OF SOUTHEAST ASIAN NATIONS (ASEAN)

environment within which disputes and conflicts oc-
casionally arise. In response to the threat that unre-
solved disputes pose to Southeast Asian interests, the
association created the ASEAN Dialogue Partnership
System (ADPS). The system links the association’s
membership to key global partners via an ongoing
forum that seeks to settle disputes between ASEAN
and external entities and, when possible, to prevent
disputes from arising. ASEAN launched its dialogue
program at its second summit in 1977. Its first linkage
was with the United States. The association currently
has partnerships with the European Union, Australia,
New Zealand, Japan, and other countries important
to the region, as well as with international institutions
such as the United Nations Development Program
(UNDP).

Subministerial dialogue meetings take place every
year and a half, with a preparatory meeting prior to
the higher-level gathering. The agenda includes both
ASEAN’s and its partner countries’ views on key
issues. In addition, some partner countries and
ASEAN members have bilateral dispute settlement
procedures in the form of joint management commit-
tees that oversee the operational details of the proce-
dures. In some cases (such as in the United States and
Singapore), bilateral free trade agreements have been
negotiated as a direct result of broader ADPS rela-
tions.

In 1979, ASEAN initiated a companion feature to
the ADPS in the form of a series of post-ministerial
conferences (PMCs) that, at the conclusion of
ASEAN’s annual ministerial conference, bring to-
gether high-ranking officials with their ministerial
counterparts in partner countries. In this way, at the
very highest levels of government, the work of stand-
ing committees is supported at a high-level intergov-
ernmental superstructure. The concept of high-level
contact was extended to noneconomic issues when the
association created the ASEAN Regional Forum
(ARF) involving its membership, the countries with
which it has ADPS agreements, and other important
states, particularly China. The ARF is a nonformal
process whereby political, strategic, and security dis-
putes and issues are discussed among the forum’s
members. It compliments the ADPS and PMC
arrangements by extending the scope of high-level
discussions beyond economic and financial matters.

Evolving Issues

ASEAN’s evolution into a ten-nation country group
challenges the association’s capacity to secure the
three primary objectives contained in the Declaration.

The largest challenge is molding an organization that
meets both the founding Declaration’s objectives
and the specific needs of member countries whose
economies range from high income, competitive, and
highly developed to very low income, noncompeti-
tive, and persistently underdeveloped. In an effort to
alleviate economic asymmetry, the association is
working to eradicate poverty. The membership has
agreed on principles contained in a recently signed
Hanoi Declaration that moves ASEAN in new anti-
poverty directions, most importantly via concerted
efforts to improve human resource bases within the
region. In 1999, ASEAN labor ministers acknowl-
edged the importance of improving human resource
bases and agreed to exchange information about
meeting human needs, providing appropriate intrar-
egional training, offering work-study and on-the-job
training opportunities, and discussing individual
country experiences. Their aim was to close the devel-
opment and competitiveness gaps found in Southeast
Asia.

ASEAN pursues regional development in a num-
ber of other ways, including an attempt to involve the
private sector in growth-enhancing economic activ-
ities, particularly in lower-income member countries.
The association has also created fourteen ASEAN
centers throughout the region. Since the Association’s
membership includes low-income countries, the cen-
ters focus on integrating official development assis-
tance with other sources of capital and transfers of
technology in order to enhance productivity in agricul-
ture, energy, culture and tourism, and social and insti-
tutional development. The association seeks to involve
itself in the internal economic development processes
of member countries, but it is careful not to intrude
into the internal political affairs of member states due
to ASEAN’s commitment to nonintervention and the
protection of national sovereignty.

The growth in the number of member nations taxes
the ASEAN commitment to nonintervention. The
egregious domestic actions of sovereign states such
as Myanmar (Burma) clash profoundly with ideals
shared by almost all of the association’s other mem-
ber states and expressed in the Declaration. At
present, the association is absolutely committed not
to intervene into the internal affairs of any member
state even when it conducts oppressive practices. But
since a country such as contemporary Myanmar oper-
ates outside the framework of the acceptable
standards governing human rights, as well as the
concept of the civil state, at some time in the future,
ASEAN might be compelled to take punitive action
against a “rogue” member state. If this happens,
ASEAN’s actions will challenge the association’s
avowed commitment to nonintervention.
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Other challenging issues face ASEAN. One has to
do with finding ways to cope with the cross-border
haze pollution stemming from agricultural burning;
this may force ASEAN to intervene in members’
domestic environmental policies. Another matter is
the association’s approach to subregional economic
integration; currently, two subregions are evolving
into “natural economic territories.” One is a mature
economic growth triangle that involves private sector
enterprises in southern Malaysia, Singapore, and sev-
eral offshore islands of Indonesia. The second is an
emerging arrangement in the Mekong Basin subre-
gion where the Mekong Basic Development initiative
is attempting to bring about a functional subregion
that includes parts of Thailand, Cambodia, Laos, and
Vietnam. While governments assist the private sector
by financing infrastructure improvements, ASEAN
provides technical assistance.

RoBERT L. CURRY, JR.
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ASWAN HIGH DAM AND

DEVELOPMENT IN EGYPT

The Aswan High Dam on the southern Nile River in
Egypt is one of the largest engineering projects of the
modern era, and it also is a symbol of modernization
in a country that was undergoing tremendous social
changes in the mid-twentieth century. Construction of
the dam involved balancing of complex international
politics, as well as nationalist concerns for Egypt and
preservation of archaeological sites, and has brought
about some degree of control over the seasonal floods
brought by the Nile and has made hydroelectric
power available to a region that has benefitted from
this. However, the damming of the Nile on the scale
made possible by the Aswan High Dam has had
unforeseen ecological ramifications as well.

Background

The Nile River is one of the longest rivers in the
world, originating in Lake Victoria and flowing
more than 6,600 km to the Mediterranean Sea. It
has long been recognized as the source that allows
life to flourish in the Egyptian desert, and the silt that
it brought down to Egypt enriched the soil to permit
the harvests necessary to support the population
there. However, the flooding that brought the silt
also ravaged the low-lying areas along the river. In
the late nineteenth century, the first attempt was made
to control the waters of the Nile with a dam at Aswan,
in southern Egypt north of the border with Sudan.
This was the first Aswan Dam, for which construction
began in 1899 and was completed in 1902 by a British
engineering firm. This first dam rose fifty-four meters
above the level of the river and was 1,900 meters wide.
The dam was originally built for flood control and
was increased in size in 1907-1912 and 1929-1934.
In 1960, it was upgraded to generate hydroelectric
power.

The increasing population of Egypt in the mid-
twentieth century, plus a desire to modernize the
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country after the embarrassment of defeat by the new
state of Israel in its 1948 war of independence and a
subsequent military coup in Egypt, led the new gov-
ernment to make grand plans that would enable the
development of more land and provide electrical
power for the growing population. However, the en-
gineering expertise and financial resources for projects
of the scale necessary were not available in Egypt, so
cooperation with the developed nations would be
required. This cooperation was jeopardized when mil-
itary officers staged a coup and replaced the Egyptian
government in the summer of 1952.

Planning for the Aswan High Dam

The Aswan High Dam was just one part of a massive
effort to stimulate the Egyptian economy. Plans were
made to industrialize the country, to replace the
goods that Egypt had needed to import, and to con-
tinue producing the things Egypt could export. In
addition, the growing population would require
more food; instead of importing this, the dam would
permit use of more land for farming. Only 3% of
Egypt’s land was cultivated before construction of
the High Dam. For this reason, the dam was consid-
ered to be primarily an agricultural investment, not
an industrial one, and land reclamation projects con-
stituted a major part of economic planning. However,
land reclamation (use of formerly desert areas made
useful by irrigation) has proved to be a failure.

Financing of Major Economic Development
Projects

In the early years of the Cold War, the United States
and the Soviet Union both courted the nonaligned
nations, of which Egypt was one. The Soviets had a
particular interest in Egypt since it had seaports that
could be used by the ships of the Soviet Black Sea
fleet, which otherwise would have to return to their
bases in the Black Sea and thereby could be kept away
from the Mediterranean Sea by a simple blockade.

America’s interest in Egypt was in part due to
wanting to keep the Soviets from exercising too
much influence there, but also to ensure that the
Suez Canal stayed open and available for US use.
The billions of dollars in aid that the United States
had provided to western European nations had kept
Soviet influence there at a minimum, and concerns
over the nations that were developing made the idea
of helping Egypt attractive as well.

To President Nasser of Egypt, the financial assis-
tance proposed by the West brought about concerns
of economic exploitation. While the United States
and Great Britain had offered to provide a portion
of the funding for the dam as a grant, a larger part of
the financing was to be in the form of a loan from the
World Bank. This would obligate Egypt to pay back
the loan, with interest, to an institution that Nasser
considered to be a part of the Western world.
Additionally, Nasser was concerned that accepting
US aid would encourage the US to push for Egyptian
acceptance of Israel’s existence.

The United States was at first eager to provide
financing for the Aswan High Dam project, but
when the military government of Egypt made a
major purchase of weaponry from Czechoslovakia
in 1955, violating a Western arms embargo on that
Soviet ally, the United States withdrew its offer of
support in July 1956, ostensibly because it did not
believe that the Egyptian economy could support
payment of the loan. In response, Egypt took control
of the Suez Canal Company, a British-French corpo-
ration that operated the Suez Canal. Great Britain
and France, along with Israel, made plans to attack
Egypt to regain control of the canal and destroy the
Egyptian military, thereby undermining the Egyptian
government. The “Suez Crisis” of October 1956
resulted in the United States criticizing the British—
French action, and the event drew attention away
from another major military event, the Soviet inva-
sion of Hungary, which occurred at the same time.

The involvement of Great Britain and Israel, two
U.S. allies, in the attack on Egypt further alienated
Egypt’s President Nasser, and he turned to the Soviet
Union, which had provided other funds for develop-
ment in Egypt. Eventually, the Soviets obtained
financing for the Aswan High Dam. Other projects
financed by the USSR were a major expansion of the
port of Alexandria and the construction of the Helwan
Iron and Steel Complex near Aswan.

Construction of the Aswan High Dam

The location of the original dam at Aswan was chosen
because the channel of the Nile in southern Egypt can
be used as a reservoir. Further north, the terrain is
flatter and less suitable for placement of a dam. The
Aswan High Dam was located further south (but up-
river) from the original dam, but its location meant
that a portion of the reservoir would actually flood
across the border in Sudan. While this did not interfere
with the planning of the dam, an agreement was made
with Sudan before the dam was actually built.
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The placement of large modern dams is dictated by
geography, and dams are usually located in areas
where natural constrictions of a river can be blocked,
thus creating a reservoir behind the dam. Modern
dams are usually made of concrete anchored to the
natural bedrock. However, the location chosen for
the Aswan High Dam does not have solid bedrock,
so another technique, the building of a ‘‘gravity
dam,” was used instead.

A gravity dam develops its holding power from the
physical mass of the dam instead of through its mate-
rial. Because bedrock did not exist in the location
chosen for the dam, huge amounts of rock rubble
were brought to the dam site and deposited on the
river bottom. This construction technique is the rea-
son that the dam is so thick (more than 1 km). How-
ever, a concrete dam, which could be made thinner,
could not have been anchored properly.

The relatively porous nature of the construction
material is the reason that approximately one-eighth
of the water in the dam is lost to leakage.

Benefits from the Dam

The Aswan High Dam, even during its planning
stages, was a symbol of the future of Egypt. Egypt
now generates a surplus of electricity, which has per-
mitted greater industrialization. But although electri-
cal generation capability has been tremendously
expanded by the dam, the electrical transmission in-
frastructure was unable to make full use of the power.
In addition, seasonal variations in the height of Lake
Nasser limit electrical production in the winter.

Cultivation of rice in Egypt has tripled, and annual
production is stable because it does not depend di-
rectly on the natural flow of the Nile. Irrigation made
possible by the steady supply of water has expanded
the arable land in Egypt and has permitted farmers to
use higher-yield crops such as different strains of corn
and to grow rice in the Nile delta, where previously
only wheat could be grown.

Negative Aspects of the Awsan High Dam

The planning of the Aswan High Dam generated
early criticism over a concern that archaeological
sites in the planned reservoir site would be flooded.
This had happened with the first Aswan Dam, and in
particular, the temples at Abu Simbel were at risk.
These temples had been built by actually sculpting
them (and their interiors) into the sandstone of
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the river channel. Between 1964 and 1968, an interna-
tional effort to move the temples to higher ground
disassembled the temples and actually cut away the
rock from which they had been sculpted and moved
both temples above the level that would be flooded.
Other smaller sites were moved as well.

Although the dam was built in part to control the
flooding of the northern, lower areas, this flooding
provided silt to replenish the cultivated areas there.
Once the dam began controlling this flooding, the
quality of the soil began to be depleted, and now
agriculture requires chemical fertilizer, adding to the
cost and chemically polluting the runoff water. This
pollution has endangered some aquatic species in the
waters where the Nile flows into the Mediterranean
Sea.

The silt that would have been carried to the lower
reaches of the Nile is instead trapped behind the dam,
reducing the capacity of the reservoir.

Economic Development in Egypt

The grand plans for economic development in Egypt
that were made by the Nasser government did not lead
to the success that had been predicted. Although the
Soviet Union did provide financing and expertise for
projects such as the improvements to the port at Alex-
andria, construction of the Aswan High Dam, and for
land reclamation projects and land reclamation efforts,
were seen as a failure by 1975. Continuing strife in
the Middle East over Israel, including the 1967 and
1973 wars, has set back progress in development.

Ironically, the greatest progress for Egypt resulted
from a political action, not industrial efforts. Presi-
dent Anwar Sadat’s willingness to publicly accept the
existence of Israel through the Camp David Accords
in 1978 brought Egypt back into comfortable rela-
tions with the United States, although it would lead to
Sadat’s assassination by members of his own military
in 1981.

In this century, Egypt’s economy has shown little
growth, largely because more than half the work force
is in the government or service sector and not engaged
in manufacturing or agriculture.

THomas P. DoLAN
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AUNG SAN SUU KYI

One of the important political leaders of Myanmar/
Burma in the modern period, Aung San Suu Kyi
(1945- ) is a champion of democracy and human
rights in a country where the military has held sway
for most of its postindependence history.

Aung San Suu Kyi is the daughter of Aung San,
the national hero of Burma, who led the struggle for
independence from British colonial rule and Japanese
occupation and organized the Burmese national army
into a fighting force. Suu Kyi was just two years old
when Aung San was assassinated on July 19, 1947.
Her mother, Daw Khin Kyi, served as Burma’s am-
bassador to India in the 1960s.

Suu Kyi studied at Oxford and married an English-
man, Michael Aris, without ever giving up her
Burmese citizenship. After many years in England,
she returned to Burma in 1988 to look after her criti-
cally ill mother. This coincided with a turbulent period
in Burmese politics with the resignation of Gen. Ne
Win (in power since 1962 after staging a coup) in 1988.
In September 1988, the State Law and Order Restora-
tion Council (SLORC) came into being (rechristened
State Peace and Development Council or SPDC in
1997).

Suu Kyi quickly became the center of a wide-based
democratic movement, which included students and
the general population. She addressed rallies and
exhorted the people to unite for a future without a
military government. She believed that the army
should keep away from politics and that free and
fair elections were the only way of deciding Burma’s
future.

Having cofounded the National League for
Democracy, Suu Kyi and her followers pressed the
government for early elections. When the elections
were held on May 27, 1990, her party won a landslide
victory, but SLORC annulled the election results. It
claimed that these elections were meant to select some
representative to a constitution-drafting body and not
for a national assembly.

Suu Kyi was awarded the 1991 Nobel Prize for
Peace. Suu Kyi has continued to ask her followers
to be nonviolent, although thousands of Burmese
have been arrested and many reportedly tortured
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and killed. The NLD participated in the National
Convention, which was convened in 1993 to draft a
new constitution. It walked out when it became clear
that the military would continue to play a dominant
role in the new government.

The military rulers placed Suu Kyi under house
arrest repeatedly (1989-1995, 2000-May 2002, and
May 2003- ). In late 2004, although many political
prisoners were released, Suu Kyi continued to be
incarcerated.

Upar BHANU SINGH
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AUTHORITARIANISM

The Term Authoritarianism and Its
Historical Roots

The origin of the word authoritarianism comes from
the Latin word auctoritas, meaning influence. In the
past, the term was mainly used in a positive sense and
was related to individuals with high authority and
power. Later, the term was used for labeling the neg-
ative aspects of a given individual or the functioning
of a given State. Terms like tyrant and despot were
used primarily in ancient Greece. For European
regimes, the application of the term despotism began
during the second half of the eighteenth century and
became a focal point of political theory. The applica-
tion of the terms Asian despotism and Oriental des-
potism began later on, during the nineteenth and
twentieth centuries. The term absolutism also repre-
sents the authority of the State, but it is used in a
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narrower sense and is related primarily to the mon-
archies. For the first time, the term was used in
ancient Rome, but then it was not charged with nega-
tive connotation. During the Renaissance, it was used
to characterize the untouchable, supreme power. The
term absolute is used later on during the sixteenth and
seventeenth centuries when discussing the meaning of
absolute monarchy.

In the twentieth century, more modern terms like
fascism, communism, and totalitarianism are used for
indicating authoritative countries. Fascist, commu-
nist, or totalitarian are those countries in which au-
thoritarianism is present in all spheres of political,
economic, social, and cultural life. The government
in such countries imposed total control. The term dic-
tatorship originated in ancient Rome but was used in a
different meaning. During the twentieth century, the
term was actively used to indicate all forms of authori-
tarian administration lacking democratic values. Even
if all the authoritarian and nondemocratic societies
can be characterized as dictatorships, not every dicta-
torship is communist or fascist. There are four aspects
of the authoritarianism:

1. Authoritarianism as a quality of the personality
(for example, authoritarian personality);

2. Authoritarianism as a type of a leadership of a
given group or organization (for example, au-
thoritarian style of leadership);

3. Authoritarianism as a way of governmental ad-
ministration (for example, authoritarian state);
and

4. Authoritarianism as a theoretical concept (for
example, the theory of authoritarianism).

Authoritarianism as a Way of
Governmental Administration—The
Authoritarian State

One of the most important aspects of the term author-
itarianism is related to the way of administrating soci-
ety as a whole—the ruling of a given state. When the
way of administrating a given state is authoritarian, it
is labeled as authoritarian, and those ruling it are
called tyrants, despots, autocrats, dictators, and so on.

It is a well-established fact that from a political,
historical, sociological, and philosophical point of
view, there are numerous theoretical concepts trying
to explain the origin, essence, and peculiarities of an
authoritarian state. For example, the entire doctrine
of Karl Marx can be presented as a theoretical out-
look on how to establish an authoritarian state and
how it should function. All authors who describe the
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authoritarian leaders and the authoritarian countries,
from sixteenth-century Italian political theoretician
N. Machiavelli (The Prince) to the present critic of
the authoritarian Communist State, K. Wittfogel
(Oriental Despotism), can be regarded as theoreticians
of authoritarianism. In literature and in everyday
language, people often confuse the terms authoritari-
an state, totalitarian state, communist state, fascist
state, and so on. In order to clear this confusion of
terms, it might be useful to apply the thesis that every
totalitarian (fascist, communist) state is authoritari-
an, but not every authoritarian state is totalitarian.
For example, Pinochet’s military dictatorship in Chile
can be classified as authoritarian but not in any case
as totalitarian, communist, or fascist. The totalitarian
state spreads the authoritarian principle of adminis-
tration in all spheres in society, that is, everything is
under total governmental control—the economy, the
financial system, the state administration, the social
groups, the individuals, and so on. In authoritarian
states, such control is enforced only on some spheres
of social life, and in some cases, there might be a
combination of both authoritarian and democratic
principles of administration. The authoritarian state
often is viewed as a state in transition. That means
authoritarianism is considered to be a temporary
mode of a state’s administration. Thus, when we
talk about a particular state that we have identified
as authoritarian, we keep in mind that its form of
administration is transitional. If, in the past, that
state was of a fascist or a communist type, considering
it at the present moment and defining it as authoritar-
ian, it can sometimes be viewed in a positive light. On
the contrary, if in the past a given state was demo-
cratic and at the present moment authoritarian
tendencies prevail, such a state should be looked at
in a negative light.

Varieties of Authoritarianism

Authoritarianism is extremely differentiated and is
characterized by many varieties. Some authors view
the borders of authoritarianism as diffusive with
many varieties to it, so it is very difficult to define
where, for example, authoritarianism ends and de-
mocracy begins. In literature, there is not a universal-
ly accepted classification of the authoritarian way of
governmental administration, but there are varying
criteria for differentiating types of authoritarianism.
For example, depending on the level of control over
the masses, authoritarianism can be differentiated as:
hard, when there is a high level of control, and soft,
when there is a slight liberalization of the social and



political life. If a given state is in transition from au-
thoritarian to democratic form of administration, we
talk about transforming authoritarianism. Transform-
ing authoritarianism is typical of the situation in East-
ern European countries at the end of the twentieth
century and the beginning of the twenty-first century.
Its opposite is stable authoritarianism, evident when
authoritarian rule cannot be completely transformed
into democracy, and the result is a relatively stable
combination between authoritarian and democratic
type of government. This type of authoritarianism is
typical of some countries in Central America and
Africa. In terms of the method of establishment of
authoritarianism in a given state, it can be inherited
or acquired. The former variety exists when the rule is
inherited, that is, passed from father to son, from one
dynasty to another, and so forth. The latter is
established under the influence of external or internal
factors. Authoritarianism is generally associated with
centralized economy, lack of private enterprise, and
with a closed economy that in this case can be
treated as authoritarianism of a closed type. However,
there are authoritarian regimes, with established
market economy, private initiative, capitalist means
of production, and unlike the preceding type, they
can be classified as market and open. Such were the
authoritarian regimes in Spain, Chile, and to a
certain extent in Greece, Uruguay, Brazil, and others.

Many criteria can be used for distinguishing
between the different types of authoritarianism: with
respect to the form of state rule (monarchy, commu-
nist, religious-fundamentalist); with respect to eco-
nomic prosperity (Spain under Franco, Chile under
Pinochet); with respect to the local cultural model,
and so forth.

Authoritarianism, Totalitarianism,
and Democracy

When analyzing authoritarianism as a method of
state rule, we normally use the classical triad: totali-
tarianism, authoritarianism, and democracy. J.J. Linz
makes the clearest differentiation between the compo-
nents of this triad on the basis of pluralism, and his
thesis has been dominant since 1975. There are three
major differences among totalitarianism, authoritari-
anism, and democracy, namely:

A. There is always a lack of pluralism in a totali-
tarian state, that is, one political party with its
own ideology totally controls the entire social,
political, economic, and cultural life and allows
no competition in any sphere. The absence of
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pluralism is essential for a totalitarian state,
not the presence of just one individual (Stalin,
Hitler), or a group of individuals (after
Hruschov the USSR was temporarily ruled
by a party triumvirate), who hold the authori-
ty. In a totalitarian state, the absence of plu-
ralism is the foundation for the development of
the totalitarian party, which, in turn, creates
the “dictator” (an authoritarian individual)
who then runs the state. It is the personal
qualities of the dictator, however, that deter-
mine the stability and solidity of a totalitarian
regime (USSR under Stalin), its longevity
(China under Mao), its temporary successes
(Germany under Hitler), or its collapse
(USSR under Gorbachov). When the dicta-
tor’s power is terminated (death, removal,
and so forth), the totalitarian state does not
cease to exist, because the totalitarian political
party creates a new dictator. The totalitarian
state ceases to exist only with the destruction
of the single-party political system, that is,
with the initiation of pluralism.

B. There is always an authoritarian personality in

the authoritarian regime, (dictator, despot, ty-
rant) or a group of personalities with a distinct
leader (junta), who takes over the power
through elections or military coup. In this
case, the dominance of a single party or its
ideology is not decisive—in many events,
there is political pluralism, free elections, and
so on. The personal quality of the authoritarian
individual, his/her charisma, and the attractive-
ness of the party’s own ruling doctrine should
comply with the basic needs and interests of the
social elite and/or of the broad masses.

C. The presence of pluralism in democracy is oblig-

atory. The contest between two or more politi-
cal parties during free elections is the
foundation of democracy; owing to this politi-
cal model, democracy exists. Of course, we are
not only discussing political pluralism (the
presence of many parties in the political pro-
cess) but also a pluralism of opinions, ideas,
associations, and ownership. In democracy,
the presence of a leader with a strong person-
ality or a political party with attractive ideolo-
gy is not so significant, although a democracy
with a distinguished political leader may enjoy
greater prosperity. Pre-term elections or the
permanent change of parties in power do not
show lack of democracy or social regression. If
pluralism in a given state is eliminated in some
way, it turns from a democratic state into an
authoritarian or totalitarian one.
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The Transition from Totalitarianism to
Democracy

The transformation of authoritarianism into democ-
racy is a complicated and controversial process. In
scientific literature, there is no uniform opinion on
how long such a process should take, whether the
democratic tendencies can be slowed down, whether
there will be a reversal of the very process into “‘hard”
authoritarianism, and so forth. Some authors who
analyze the transition from authoritarianism to de-
mocracy (J.J. Linz, Guillermo O’Donnel, Terry Karl)
use different terms such as “immediate death,” “hy-
brid system,” ‘“‘progression to democracy,” ‘“dele-
gative democracy,” and so on. Based on their beliefs,
we can distinguish the following possibilities for the
transformation of authoritarianism into democracy:

A. The new democracies may disillusion the peo-
ple and may rejuvenate the old authoritarian
stereotypes: In this case, the dream of the
“strong hand” may lead an authoritarian per-
son or a group of people to power; that may be
followed by the so-called sudden death of de-
mocracy. The “sudden death” may occur in a
peaceful manner or through a coup.

B. If “sudden death” (of democracy) does not
occur, the undergoing democratic changes
may be accompanied by permanent disappoint-
ment where democratic changes are only for-
mal and do not comply with the demands of
the public. Such a state, in which only a spar-
kle is needed to return to the authoritarian
status quo, is referred to as a “postponed
death.”

C. Uncertain transformation from authoritarianism
to democracy: There actually is a permanent
tendency of uncertainty in the movement to-
ward democracy that can be described as a
permanent swinging of society from its pro-
nounced strive for democracy to a situation of
apathy and the will to return to authoritarian-
ism. In such cases, the transformation swings
between two extremes: “‘return to authoritari-
anism” and “progress toward democracy”
(like in Thailand, Haiti, Nigeria, Haiti, and
Belarus).

D. Stable functioning of a hybrid system: In the
hybrid regime resulting from the transition
from authoritarianism to democracy, there
is a combination of elements of both authori-
tarianism and democracy. The democratic
elements dominate in the economic sphere,
while the authoritarian elements prevail in the
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political one in most cases. Very often the
democratic elements are only used to fool the
external world and to stabilize authoritarian-
ism. In this event, the democratic tendencies are
kept only due to external influence or internal
resistance. As an example for semidemocratic,
semiauthoritarian hybrid regimes, we can give
some states from Central America and Africa.
E. Theestablishment of a stable tendency of irrevers-
ibility of the democratic processes: This form of
transition from authoritarianism to democracy
is characterized by the will and determination
of the masses and the ruling elite, be they leftist
or rightist, for democratic changes. The pace
and cost of reforms do not matter, the direc-
tion toward democracy does. As an example,
we can give most of the East European
countries (Poland, Czech Rep., Hungary, Slo-
venia, Bulgaria, Romania, among others.)

The Nature of Authoritarianism in
Developing Countries

Authoritarian regimes are unique in every country
insofar as authoritarian leaders are unique, as are
the conditions under which they rule. Regardless of
sizable differences, authoritarian regimes in develop-
ing countries in the same region share common char-
acteristics and it is for this reason precisely that we
speak of Asian authoritarianism, African-type au-
thoritarian rule or Latin American authoritarian
rule. By the very nature of power, authoritarian polit-
ical systems in developing countries can be defined as
monarchies, pluralistic, dictatorships, military juntas,
to name but a few. The common traits relate to indi-
vidual aspects of governance. So, for instance, some
may employ genocide and political violence to attain
power, but others may gain power leverage by legiti-
mate means; some retain their grip on power by sheer
eloquence and charisma; others rely on efforts to
ensure economic prosperity. Thus, in order to claim
domestic legitimacy an unpopular regime may draw
overwhelmingly on nationalist ideology. The majority
of authoritarian regimes in Asia, Africa, and Latin
America justify their existence before the nation by
the need for national liberation and revival. At the
same time, internationally they explain their unpopu-
lar policy actions with the desire to preserve ethnic
peace and to prevent civil strife. A number of author-
itarian regimes such as those in South Korea, Chile,
China, Vietnam, and elsewhere use the economic



prosperity of their countries as a tool to legitimize
their undemocratic rule.

Authoritarian rule in South America emerged in the
complex post-World War II era exemplified by
economic surges and declines, political coups, and
transitory democratic outbursts. In the 1950s and
1960s, the wave of popular movements contributed to
the fall of military dictatorships, including those of
Batista in Cuba, Perén in Argentina, Rojas Pinilla in
Colombia, Perez Jimenez in Venezuela, and Trujillo in
the Dominican Republic. Consequently, authoritarian
regimes surfaced in a number of Latin American
countries and served as a barrier to the entry of leftist
radicals. Later, the 1980s ushered in a period of eco-
nomic and political stability, and these regimes receded
to be replaced by pluralist political systems. This hap-
pened in Brazil at the elections in 1982, in Uruguay in
1980 and 1982, and in Chile after 1987, among others.
Compared with Asia and Africa, Latin American
authoritarianism is very vivid and emotionally colored.
It is no coincidence that authoritarianism found its
most dramatic personification in Juan Perén, Augusto
Pinochet, and Fidel Castro. Perdn solidified his au-
thoritarian regime in 1946 and proved himself as a
politician of note by creating an ideological faction,
institutionalized in a political party and in women’s,
youth, and professional organizations. The military
coup engineered by Pinochet in September 1973 came
in response to the threat of his country following in the
footsteps of Cuba. The tough military dictatorship he
initially established transformed into an authoritarian
regime that found legitimacy on the domestic front in
significant economic successes. Castro built his mythi-
cal image by virtue of his charisma, eloquence, and
populist slogans, whereas his authoritarian regime
prospered into the early 1990s, thanks to the economic
and political propping of the former Soviet Union.

In the early twenty-first century, most of the Latin
American countries, such as Chile, Mexico, Argen-
tina, Brazil, and others became prosperous econo-
mies, which is a robust guarantee that authoritarian
rule has become a thing of the past.

Authoritarian rule flourished in Africa after the
collapse of colonialism that began in the early 1950s.
In the course of some forty-five years, the African
continent was dominated by political chaos exempli-
fied by civil war, clan warfare, military coups, geno-
cide, and ethnic cleansing. In the aftermath of all this,
some eighty unconstitutional changes of government
were effected. In the 1960s alone, a total of twenty-
five presidents and prime ministers fell victim to polit-
ical violence. The mechanisms employed to impose an
authoritarian regime usually fit the same model: a
group of military men or armed mercenaries oust
the incumbent government in the name of freedom
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and establish a military regime, after which they
found their own political party and establish a parti-
san dictatorship. African authoritarianism is manifest
in a variety of forms: from extreme left extremism to
rightist dictatorships. Such, for instance, was the au-
thoritarian regime in Ghana in the early 1960s and
Ethiopia in the 1970s and 1980s, all a variety of leftist
totalitarianism. Akin to these are the regimes in Mali
and Togo, surviving from the late 1960s well into the
1990s, the Cameroon regime that existed in the 1970s
and 1980s. African authoritarian leaders usually wor-
ship their own person and grant precedence to the
party or junta they represent, a case in point being
the long-time President of Zaire, Mobutu Sese Seko.
Their rule is rooted in administrative centralism and
authoritarian power permeated by traditionalism and
ethnicity that determine the singular objective pur-
sued by the potentate—personal gain and the enrich-
ment of cronies. In an environment defined by
political instability, corruption, absence of popular
discontent, and ethnic strife, there were thirty-eight
authoritarian political regimes in Tropical Africa in
the late 1980s. In the early 1990s, Africa witnessed the
beginnings of democratic change, and by the turn of
the century, a wealth of multiparty elections had been
held in forty-five countries. The end of the Cold War
gave a significant boost to this development—it
became possible for foreign investors to pressure Af-
rican governments to liberalize the economy. At the
beginning of the twenty-first century, Africa can be
most fittingly described by the word “change” asso-
ciated with two basic notions: abolition of authoritar-
ian single-party systems (including the horrible
apartheid system in South Africa) and getting on
course to a free market economy.

Krum Krumov
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AWAMI LEAGUE

The Awami League played a leading role in the crea-
tion of Bangladesh (formerly East Bengal). It is one of
the oldest and most significant political parties in
Bangladesh. The origins of the Awami League can
be traced to Maulana Adbul Hamid Khan Bhashani,
who founded the Awami Muslim League at a conven-
tion of workers in Narayanganj, East Bengal, on June
23, 1949. The word “Muslim” was dropped in 1955 to
make the party sound more secular. Throughout its
long history, the Awami League drew its base of
support from the working class of East Bengal—
workers, peasants and students.

The rise of the Awami Muslim League is owed to
the decline of the Muslim League in East Bengal as
frustrated and disenfranchised younger members of
the Muslim League sought to break away and estab-
lish a democratic state. The Awami Muslim League
outmaneuvered the larger Muslim League to become
the main opposition party in East Bengal. Building its
platform on opposition to Pakistan’s intensive policy
of cultural assimilation in East Bengal, the Awami
Muslim League adopted a wide-ranging platform
emphasizing provincial autonomy, recognition of
Bangla as a state language of Pakistan, democracy,
a parliamentary system of government, and a welfare-
oriented economy. The Awami League became the
first opposition party in Pakistan in 1954 when it
formed a coalition with other opposition parties to
unseat the ruling Muslim League.

Starting in the late 1950s, the Awami League was
at the forefront of the Bengali autonomy movement.
During the rule of General Ayub (1958-1969), the
Awami League established its credentials of Bengali
interests through its introduction of the Six-Point
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Program of the Awami League in 1966. The Six-
Point Program called for a federal parliamentary sys-
tem with universal adult franchise, all powers in the
federating units except foreign relations and defense,
separate currencies for East and West Pakistan, the
right of federating units to levy taxes and duties, the
right of federating units to negotiate trade and com-
merce with foreign countries, and the establishment of
militia forces for self-defense.

In 1970, the Awami League won 160 out of the 162
allotted territorial seats in East Pakistan’s central
legislature. They then won 288 out of 300 seats in
East Pakistan’s Provincial Assembly. As a conse-
quence of their overwhelming victories, the Awami
League emerged as the majority party in the Pakistan
National Assembly. Instead of allowing the Awami
League to form a government, the military inter-
vened—shooting unarmed Bengali protesters in
Dhaka and other cities in East Pakistan. The Awami
League responded by calling for a noncooperation
movement in East Pakistan from March 2, 1971,
onward. This led to a short war of liberation.
A government-in-exile was formed by leaders of the
Awami League until December 16, 1971, when
Pakistan ceded Bangladesh’s independence.

Following Bangladesh’s independence, the Awami
League helped frame the Bangladesh constitution in
1992 and then hold Bangladesh’s first-ever general
elections. Even though the Awami League won a
comprehensive victory in the 1973 elections, this did
not prevent the abolition of the Awami League in
January 1975 through the declaration of a state of
emergency and the formation of the Krishak Shamik
Awami League (BAKSAL).

KEiTH A. LEITICH
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AYUB KHAN, MUHAMMAD

Muhammad Ayub Khan (1907-1969), military leader
and president (1958-1969) of Pakistan, was born on
May 14, 1907, in the Hazara Division village of



Rehana, near Hripur. His father, Mir Dad Khan, was
a Risaldar Major in Hodson’s Horse. Ayub Khan
first joined a school in Sarai Saleh, which was four
miles away from Rehana, and later he was transferred
to a school in Haripur. In 1922, Ayub passed the
matriculation examination and was sent to Alighar
University for higher education. In 1926, before tak-
ing the B.A. examination, he was selected for the
Royal Military College in Sandhurst and sailed for
England. Ayub’s performance in Sandhust was excel-
lent, earning him several awards and scholarships. He
was commissioned in the British Indian army in 1928
and saw active service as a battalion commander, first
as a major and then as colonel during World War II.

After the creation of Pakistan on August 14, 1947,
Ayub Khan was brigadier, the most senior Muslim
officer in British India, and assigned to assist General
Pete Rees in the Punjab Boundary Force. In January
1948, Ayub was posted as general commanding offi-
cer of the 14th Division in East Bengal (East Pakistan,
now called Bangladesh). In 1950, he was posted as
adjutant-general in the GHQ at Rawalpindi. In 1951,
he was appointed as the first commander in chief of
the Pakistan Army, and within a short time, he had
created and organized an effective army on profes-
sional lines. He was inducted into the federal cabinet
led by Muhammad Ali Bogra and served as Defense
Minister between 1954 and 1956. As commander-in-
chief and defense minister, Ayub Khan played a vital
role in joining the United States-sponsored military
alliances SEATO and CENTO in 1954-1955. On
October 7, 1958, President Iskander Mirza, with the
help of Ayub Khan, enforced the first Martial Law in
Pakistan and designated Ayub Khan as the chief
martial law administrator. However, Ayub Khan
snatched away all the powers of Iskander Mirza,
imposed martial law on October 27, 1958, and as-
sumed charge as the president of Pakistan, in addition
to his role as chief martial law administrator. In 1959,
Ayub government signed a bilateral defense agree-
ment of cooperation with the United States, and in
this way, Pakistan was regarded as the United States’
most allied ally in Asia. Ayub’s military coup abro-
gated the constitution, dismissed the cabinet, banned
the political parties, canceled the election scheduled,
and usurped the office of president. However, his
military takeover was welcomed by most of the
people in Pakistan because they were sick and tired
of the political instability in the country. He crushed
corruption and took steps to overcome several social
problems of the country, and all these steps enhanced
his popularity among the masses.

In 1961, Ayub Khan appointed a constitutional
commission headed by Justice Shahabuddin.
The commission presented a report on May 6, 1961.
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After examination, it was given the shape of a
constitution. On June 8, 1962, the new constitution
was introduced. It declared Pakistan as an Islamic
republic but with a presidential form of government
and basic democratic principles. The president’s
powers, however, were great and included the ability
to override decisions made by parliament. Bengali
and Urdu were declared official languages, and
the country was divided into two provinces: East
Pakistan (now Bangladesh) and West Pakistan (now
the entirety of Pakistan).

Ayub Khan remained president under the new
setup, and martial law was lifted from Pakistan. Pres-
idential elections were held in 1965, and a combined
opposition party nominated Fatima Jinnah (sister of
Mohammad Ali Jinnah, the founder of Pakistan) as
their candidate in the election, but Ayub Khan
managed to sweep the polls. After the election, he
inaugurated a system of “basic democracies,” tiers
of local government councils that also served as
electoral colleges.

In 1963, Ayub Khan’s government signed the his-
toric Boundary Agreement with China that demar-
cated the northern border between Pakistan and
China. This period was known as the Green Revolu-
tion, marked by industrialization and modernization.
Pakistan enjoyed about three decades of unprecedent-
ed growth, at around 5.6%. Ayub Khan’s policies
encouraged the private sector, leading to medium-
and small-scale industries being established in
Pakistan. In his time, Pakistan was a model of devel-
opment for the emerging nation-states for its rapid
economic growth. He launched vigorous reforms such
as education, administrative communication, labor,
banking, and agricultural and energy reforms. He
was the first Pakistani ruler who attempted to bring
in land reforms, but the idea was not implemented
properly. Ayub Khan also initiated family laws and
changed the capital from Karachi to Islamabad in
1962. In 1965, Ayub led the nation in a war with
India, and the conflict was ended by the Tashkent
Declaration in 1966. The war ended in the rapid
decline of the country’s economy. All opposition par-
ties criticized Ayub Khan’s role during the Tashkent
Declaration in 1966 and considered that he had con-
verted a victory on the battlefield to a defeat at the
negotiation table.

Ayub’s right-hand man, Zulfigar Ali Bhutto,
turned against him and inaugurated a party, the
Pakistan People’s Party, with the aim of removing
him from power. The Awami League under Sheikh
Mujeeb-ur-Rahman started challenging his rule as
pro-West Pakistan and claimed that his policies had
snatched away the rights of Bengalis. The political
parties formed an alliance, the Democratic Action
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Committee, for removal of Ayub Khan’s government.
Thus, continuing economic and social inequalities,
concentration of power, restriction on press, imposi-
tion of a state of emergency, corruption, and ban on
civil liberties resulted in chronic political instability in
Pakistan, alienated the representative elites, denuded
the government institutions of legitimacy, and led to
periodic outbreaks of violence to overthrow the gov-
ernment. By the end of 1968, the public resentment
against Ayub’s regime was at its peak when all classes
turned against him, including students, teachers, law-
yers, doctors, labor, and engineers. Law and order
broke down, and Ayub was left with no other option
but to step down. Early in 1969, Ayub Khan an-
nounced that he would not seek reelection in 1970,
but unrest continued, and on March 25, 1969, he
resigned and handed over power to the commander
in chief of the Pakistan Army, General Muhammad
Yahya Khan, instead of speaker of national assembly.

Husain KAssiM
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AZERBAIJAN
Azerbaijan is a part of the geographic region situated
on the southern side of the Caucasus Mountains,
which stretch from the Black Sea to the Caspian
Sea, marking the divide between Europe and Asia.
Throughout its history, the country has been the
arena of the clashing influences of neighboring
empires, Iran and Turkey, and later of Russia,
which conquered the South Caucasus in the early
nineteenth century. Of the three South Caucasian
states of the present day, Azerbaijan is larger than
Georgia and Armenia, in population and territory.
The country occupies an area of 86,600 sq. km,
roughly equal to the size of Portugal. On the north,
Azerbaijan is bordered by the Russian Federation,
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while on its northwestern and western borders sit
Georgia and Armenia. To the south, Azerbaijan
shares a border with Iran. The small autonomous
unit of Nakhichevan (approximately 5,500 sq. km)
is geographically separated from the rest of Azerbai-
jan by a strip of Armenian territory, Zangezur. An-
other autonomous area is Nagorno (Mountainous)
Karabagh, covering 4,403 sq. km and populated
predominantly by Armenians.

Nearly half of Azerbaijan’s territory is covered by
mountains. About a fifth of the land is cultivated, and
agriculture has always been the largest source of em-
ployment. A special feature of Azerbaijan’s geograph-
ic setting, not shared by either Georgia or Armenia, is
the Caspian Sea, the world’s largest inland body of
water and approximately the size of California.
Serving for centuries as the main transportation link
between the regions of southern Russia, Iran, and
Central Asia, the Caspian Sea stimulated trade
along its coastlines. The greatest of the mediaeval
trading routes, the Silk Road, linking China with
Europe, passed along the southern Caspian coast.
This sea provides the habitat to most of the world’s
sturgeon and is the supplier of black caviar. Above
all, the Caspian, off the shores of Azerbaijan and
Kazakhstan, is a source of hydrocarbons. The popu-
lation of Azerbaijan consists, overwhelmingly, of
Turkic-speaking Azeris, some 90% of the total of 7.7
million. By religious background, they are predomi-
nantly Shi’ite Muslims, with a Sunni minority.

As in many non-European regions of the former
USSR, Azerbaijan’s population is young, with one-
third younger than fourteen years of age. The growth
rate has been slowing in the post-Soviet period, falling
from 20.2 to 10.1 per 1,000 in 1996. The latter figure
reflects not only a declining birth rate but also emi-
gration from the republic. Likewise, life expectancy is
down from 70.9 years in 1960 to 63.08 in 1999, a
combined effect of the Karabagh conflict and of dete-
riorating health services. The urban population
amounts to 54%. Apart from Baku, with its nearly
2 million inhabitants, other large cities are Ganja
(300,000), Sumgait (270,000), Mingachaur (97,000),
and Ali Bayramli (70,000).

Of all the changes that came to Azerbaijan under
the two centuries of rule by Russia, the most imposing
has been the rise of Baku, the largest city of the
country, situated on the Apsheron Peninsula. Almost
a quarter of Azerbaijan’s inhabitants and about half
of its urban population live in this metropolitan area.
In the second half of the nineteenth century, Baku
turned into a quintessential boom city with the high-
est rate of population growth in the Russian Empire.
In 1918, Baku became the capital of the independent
republic of Azerbaijan, which lasted until April 28,



1920, when the city was seized by the Red Army.
During the Soviet period, the Caspian oil fueled
the Soviet Union’s five-year plan of the 1930s, as
well as the defense effort in World War II. In the
postwar years, despite the decline of Azerbaijan’s oil
industry, Baku maintained the momentum of its
urban growth. In the closing years of the Soviet re-
gime, the city was the birthplace of the Peoples Front
of Azerbaijan, the focal point of the general strike
(September 1989), and the scene of bloody riots
against the Armenian residents, the January Days of
1990. The issue of Nagorno-Karabagh became the
axis of the political life for Azerbaijan. The reverses
suffered by the Azeri forces led to the downfall of
the ex-Communist regime of Ayaz Mutalibov in
1992, and his replacement by the first democratically
elected president of the republic, Abulfaz Elchibey,
who was overthrown the next year by a military coup.
The power returned to the former Communist leader
Haidar Aliyev. His rule, which lasted until 2003, was
marked by a hard-handed internal policy, although
it was tolerant of the opposition parties. They could
participate in elections that were invariably described
as fraudulent. In the economic sphere, the Aliyev
regime confirmed the onset of the second oil boom
by the conclusion in 1994 of the “Contract of the
Century” for exports to Western markets. The crucial
problem of transportation would be solved by con-
structing the pipeline from Baku to Turkey’s Medi-
terranean port of Ceyhan. Baku, the major Caspian
region’s trade center also is becoming the main hub
for the transportation corridor known as the New
Silk Road between the Far East and Europe.

The Karabagh fighting was stopped with the cease-
fire agreement of 1994, although a peace treaty was
never reached. The most painful effect of the conflict,
the refugee problem, has remained unsolved. Approx-
imately one in ten of the inhabitants of Azerbaijan is a
refugee or a displaced person. They are the poorest
group in the country, suffering from an unemploy-
ment rate of nearly 80%. Their presence in various
areas has created a range of local difficulties, especial-
ly with regard to the employment condition, educa-
tion systems, and health services. The government
provides only limited assistance to the refugees, who
rely on donations from foreign countries and aid
from international organizations. The volume of this
assistance has been diminishing, due to what is term-
ed “donor fatigue.” Although there is no vision of
how to deal with the problem of the refugees, it is
generally assumed that their number is too large to
be absorbed by the Azerbaijani society. Most of
them express the wish to return home as soon as
peace is achieved. Typically, for the oil-producing
countries, this natural wealth does not create jobs
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when the abundance of cash leads to the decline of
native industries, which are unable to compete with
foreign products.

With the new oil boom, Azerbaijan has experienced
massive labor migration, consisting largely of refugees
and peasants. Most of these migrants moved to Russia,
mainly to Moscow, others to Turkey and Iran. The
estimates of Azeri immigrants, many of them tempo-
rary residents in Russia, reach more than one million,
and their remittances exceed the oil income. Thus,
despite the pro-Western foreign policy orientation,
the links with Russia have grown stronger.

TADEUSZ SWIETOCHOWSKI
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AZIKIWE, BENJAMIN NNAMDI
First President of the independent Nigeria, proclaimed
“Nigerian of the Century” and often compared with
such African leaders as his disciple Kwame Nkrumah
and Nelson Mandela, Benjamin Nnamdi Azikiwe
(1904-1996) was a master politician, unparalleled
orator, poet, statesman, and politician.

Benjamin Nnamdi Azikiwe was born on November
16, 1904, in Zunguru, Northern Nigeria, to Onitsha
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Ibo parents but later lived with his grandparents in
Onitsha. Azikiwe Jr. denied using his anglicized first
name after his father was fired by the British adminis-
tration.

After finishing studies at the Wesleyan Boys High
School in Lagos, he attended the Hope Waddell Train-
ing Institute in Calabar, where he was captivated by the
writings of Marcus Garvey and W. E. B. DuBois, which
shaped his vision. In 1925, at the age of twenty-one,
Azikiwe enrolled at Storer College, Harpers Ferry,
W. Va., where he acquired the largely known nickname
“Zik.” Struggling with poverty and racial prejudices of
earlier twentieth-century America and homesick for
Africa, Azikiwe completed his B.A. degree in political
science at Lincoln University (1927), later completed
his M.A., obtained a certificate in journalism from
Columbia University, and finally, in 1934, he earned a
M.Sc. with honors in anthropology from the Universi-
ty of Pennsylvania. Invited by Professor Bronislaw
Malinowski to start doctoral studies at the University
of London, he declined and returned to Africa.

Initially, with a journalistic job in Accra, he
ultimately returned back to Nigeria in 1937. In his
early thirties, he contributed to the nationalist move-
ment while working in journalism, commerce, and
politics. In 1945, he led a general strike and soon
after was elected president of the National Council
for Nigeria and the Cameroons, a political party
reuniting pro-independence groups that emerged
during World War II.

After a long period in opposition in the Western
House of Assembly, in 1954-1959, Azikiwe became
the first prime minister of Eastern Nigeria, one of the
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then colony’s three regions. During his term, adult
suffrage, a wide program of economic and social
development, and administrative reorganization
were introduced. His coalition won the 1959 elections,
and, in 1960, he was appointed to the honorary office
of governor-general. In 1963, he became the first
president of the Republic of Nigeria, serving until
deposed by a military coup in 1966. He worked
abroad for Biafran secession but advocated reunifica-
tion when the revolt faded. After returning to Nigeria
in 1972, he became chancellor of Lagos University.
He ran unsuccessfully for president in 1979 and 1983.
Zik retired back to his home at Nsukka, where he
founded the University of Nigeria and lived in peace
until his death on May 11, 1996. He was survived by his
second wife, Dr. Uche Azikiwe, an esteemed educator.
StepHAN E. NikoLov
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BA’ATH PARTY

Originally founded in 1942 as the Arab Revival
Movement (Harakat al-Thyatu al-Arabi) by two
Syrian teachers, Michel Aflaq and Salah Bitar, in
1953, it joined with Akram Hawrani’s (Syrian) Social-
ist Party and became known as the Arab Socialist
Ba’ath Party (Hizb al-Ba'th al-’Arabi al-Ishtiraki).
The Constitution of the party, first articulated in
1947, outlined its ideological foundations: a commit-
ment to a unified Arab nation; a socialist economic
system to allow for the state to distribute the national
wealth as equitably as possible; sovereignty of the
people; and a revolutionary, rather than evolutionary,
means of achieving these ends. The party is very much
a secular Arab nationalist movement, given the Con-
stitutional references to the sovereignty of the people
and the respect for freedom of belief, as well as the
fact that Aflag was himself an Orthodox Christian.
The main tenets of the Ba’athist philosophy are
summed up in its slogan of ‘“unity, freedom, and
socialism” (wahda, hurriya, wa ishtirakiyya). Freedom
in the Ba’athist context means political and economic
freedom from Western colonialism.

The Ba’ath Party’s pan-Arab outlook was matched
by action in its early years and, by the mid-1950s, the
party was established with branches in most Arab
states. The basic element of the party structure within
each country was the cell (khalwah), which contribu-
ted members to the regional (qutri) congress in each
country, which then sent representatives to the pan-
Arab (gawmi) congress, which, in turn, elected the
party’s pan-Arab leadership executive. The party
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emerged in Jordan under the leadership of Abdullah
al-Rimawi, and was a strong element of the parlia-
mentary opposition following the 1956 elections. Its
influence waned following al-Rimawi’s 1959 expul-
sion from the party and the 1967 Arab defeat. In
Lebanon the party was established in 1949. Although
it operated openly without government approval until
1958, the pro-Syrian branch of the party has enjoyed
a degree of political success since the emergence of
Syrian hegemony in Lebanon. North and South
Yemeni branches of the party were active from the
mid-1950s until their abolition or absorption in the
mid-1970s.

It was in both Syria and Iraq, however, that the
party was strongest and could entertain notions of
governing. In Iraq the party first took power in
February 1963, following a crisis brought about after
a general students’ strike that resulted in the demise of
the Qasim government. The Ba’ath-dominated gov-
ernment only lasted nine months, however, before the
non-Ba’athist president, ‘Abd as-Salam ‘Arif, ousted
the party in a coup. The Ba’athists regained control by
another coup in June 1968. In Syria, the party came to
power following the coup of March 1963, in which it
participated in a National Council of the Revolution-
ary Command prior to its members dominating the
government. In October 1970, Hafiz Assad overthrew
President Salah Jadid in a bloodless coup and was
subsequently elected president in a national plebiscite.

The Ba’ath Party’s attempts at fulfilling both the
pan-Arab and revolutionary socialist elements of its
Constitution have been marked by the triumph of
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rhetoric over any coherent political program to insti-
tute its ideology. For much of the party’s early
existence, Egypt’s President Gamal Abdel Nasser,
who viewed himself as the leader of Arab nationalism,
and Egypt as the vanguard of the Arab nationalist
movement, overshadowed the Ba’ath’s pan-Arab
stance. This was illustrated during the 1958 union
between Syria and Egypt that created the United
Arab Republic (UAR), which saw the dissolution of
all Syrian political parties (including the Ba’ath),
although this was reversed upon the dissolution of
the UAR in 1961. The high point of Ba’athist pan-
Arabism occurred in 1963 when there were talks held
regarding the unification of Syria and Iraq, following
the Ba’ath’s accession to power in Syria in 1963. This
was the last time that the Ba’ath Party made any type
of move toward formal Arab unification. Indeed, the
Ba’ath Party itself has not been able to maintain its
own unity, and it has split on a number of occasions,
largely over ideological issues. The most significant
break came in 1966 when Michel Aflaq took a splinter
group of Ba’athists to Lebanon, before moving to
Iraq following the Ba’athist coup there in 1968. This
split in the party was reflected in relations between the
Iraqi and Syrian Ba’athists, each of whom saw them-
selves as the leaders of the Arab nationalist movement
that the Ba’ath Party claimed to represent.

Revolutionary socialism in the economic sphere
has also been mixed under Ba’athist rule. There were
some attempts at land reform in both Iraq and Syria,
although much of the land that was appropriated
from the large landowners or belonged to the state
has been given to clients of the two regimes. There has
been no real move toward the collectivisation of agri-
culture that the party’s 1963 Congress had called for.
In Syria, most major industries such as oil, electricity,
and banking were controlled by the state, although
the retail sector was privately run, and private banks
are now allowed to operate. Iraq had for years fol-
lowed an economic model in line with its Ba’athist
socialist ideology, and its oil revenues allowed the
government to merely redistribute wealth through
subsidisation and government economic activity.
Iraq nationalised the Iraq Petroleum Company in
1972. The cost of the Iran—Iraq war, however, forced
it to economically modernise, and this began a move
toward privatising some industries from the 1980s.
Although some land reform was carried out, by the
mid-1970s, three percent of the landowners owned
a third of the agricultural land, showing the degree
to which patronage still influenced landownership.
Although the state was still active in the agriculture
sector, it was forced to privatise state-owned farms in
1990 because of inefficiencies leading to food
shortages.
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In both Syria and Iraq, the party’s secular outlook
and cellular structure encouraged the advancement of
people based on political connection or ethnic loyalty.
In Syria, for instance, this allowed for the political
advancement of the ‘Alawi, an offshoot of Shi’a
Islam concentrated around the port of Latakia, to
dominate the upper echelons of the Syrian military,
as well as the Syrian Ba’ath party. In Iraq it was the
Sunni Muslims who dominated the Ba’ath and, under
the rule of Saddam Hussein, his clan based around
Tikrit came to dominate the government. In both
countries, membership of the Ba’ath Party came to
represent little more than a prerequisite for political
advancement and economic gain, rather than a com-
mitment to an Arab socialist ideology.

RODGER SHANAHAN
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BAGHDAD PACT

Following World War II, British and American policy
makers sought to maintain Western power and dimin-
1sh Soviet influence in the Middle East, as well as to
keep oil reserves from Soviet control. Anglo-American
efforts centered on strengthening diplomatic and eco-
nomic ties to friendly regimes such as Turkey, Iraq,
and Saudi Arabia, and using regional resources to
support a military presence against the Soviets.
At the same time, governments of the Middle East
looked to the West for investment, markets, techno-
logy, and expertise to develop their own economies,
strengthen their militaries, and increase their own
regional influence.

In May 1953, Secretary of State John Foster Dulles
made an extended visit to the Middle East to assess
the possibilities for a “Northern Tier” regional mili-
tary pact composed of Turkey, Iran, Pakistan, and
Iraq. On February 24, 1955, the Prime Ministers of
Turkey and Iraq signed the Baghdad Pact, and Iran



and Pakistan, along with Britain, joined the Pact in
the same year.

In 1958, a revolution in Iraq overthrew the monar-
chy of Faisal 11, and the pro-British Nuri al-Said, and
Iraq withdrew from the Pact. The remaining members
changed the name to the Central Treaty Organization
(CENTO), which then served as the link between
NATO and the Southeast Asian Treaty Organization
(SEATO), to connect twenty-one states in military
alliances against the Soviet Union. In 1964, Iran,
Turkey, and Pakistan established an economic wing
of CENTO, called the Regional Cooperation for De-
velopment, with the purpose of expanding efforts to
support industrialization, trade, and investment by
expanding economic ties between the three countries.
However, while trade with the UK and US expanded
about ten-fold for Pakistan and more than twice that
for Iran and Turkey, trade between the countries
remained limited due largely to the fact that all three
were exporters of agricultural commodities, textiles,
and raw materials.

From the beginning, American planners conceived
of the Baghdad Pact/CENTO as a means to defend
against Soviet and communist encroachment, which
led to a two-part strategy of military buildup against
external threats and domestic economic development
against internal threats. Through integrated command
structures, coordinated military maneuvers, and train-
ing of officers, CENTO worked to update, upgrade,
and coordinate the militaries of Turkey, Iran, and
Pakistan. Economic aid and cultural programs spread
American influence in the Middle East and South
Asia. Another function of CENTO, in terms of devel-
opment, was a series of conferences, held throughout
the 1960s and 1970s, which brought together experts
from the various member states to present technical
findings on topics ranging from management problems
in marketing, distribution, and use of fertilizers; to
public health and drug addiction; to central banking,
monetary policy, and economic development. Thr-
ough these conferences, scholars, businessmen, state
regulators, union officials, engineers, scientists, and
others were exposed to American and British manage-
rial and scientific approaches, and had the opportunity
to compare experiences with implementing new tech-
niques in their own countries. The conferences lasted
through the 1970s.

Following the Iranian Revolution of 1979, the
government of the Islamic Republic denounced
CENTO as an instrument of Western imperialism.
Faced with the withdrawal of Iran, the remain-
ing members decided to dissolve the organization on
September 26, 1979.

JouN M. VANDERLIPPE
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BAHAMAS

The Commonwealth of the Bahamas is located to the
east and southeast of Florida in the Caribbean Sea. It
is an archipelago consisting of hundreds of islands, of
which about thirty are inhabited. Originally inhabited
by the Arawak Indians who controlled many of the
islands in the Caribbean, the Bahamas was the first
land found by Christopher Columbus on his 1492
voyage. This “discovery” led to more than 130 years
of Spanish rule in the Bahamas and the enslavement
and export of the native population, before the islands
were formally annexed by Great Britain in 1629.

British rule in the Bahamas during the seventeenth
and early eighteenth centuries was undermined by the
presence of pirates in the region; however, by the
1720s, the islands were relatively secure. The popula-
tion by that time was primarily of English and
African origin, the latter of whom were slaves. The
American Revolution brought about political change
in the islands, and they became a Crown Colony in
1783; the revolution had brought about the migration
of many Royalists from the US states to the Bahamas.
Between 1783 and 1788, the population of the islands
tripled as King George I11 granted settlers free land if
they would move there.

The economy of the Bahamas was based primarily
on growing and exporting cotton, but the increase in
population to islands that could not produce enough
food to support the population led to shortages and
other problems. These were compounded by crop
failures in 1788 and 1789, and cotton production
remained low well into the 1800s.

Slavery continued to be practiced in the Bahamas
even after Great Britain ended its own slave trade in
1807. Efforts had been made by some abolitionists to
either eliminate the practice or moderate slavery; this
was of concern to the white minority, which con-
trolled the islands, since they made up only about
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one-fourth of the population there. By the 1820s it
became illegal to separate the members of slave
families. The British government worked to emanci-
pate the slaves in its colonies by compensating the
owners for their release, and by 1838, all slaves in
the Bahamas had been freed.

The Bahamas were used as a base for blockade-
running to the southern states in the US Civil War
(1860-1865), but the end of that war left the islands
with little industry or trade. The thin soil could not
support extensive agriculture, and while the climate of
the Bahamas is nearly ideal for many crops, the rela-
tively small amount of arable land (and competition
from the larger colonies like Jamaica) led to the ne-
glect of the islands. One crop that was profitable in
the late 1800s was the hemplike plant called sisal; with
the disruption of hemp exports brought about by the
Spanish—-American War, Bahamian sisal exports were
in high demand.

The next phase of economic development in the
Bahamas began with World War I in 1914, as the
Bahamas were once again seen as a source of the man-
power needed to fight the war. More significant was the
US decision, in 1919, to prohibit the sale or importa-
tion of liquor; Prohibition again made the Bahamas a
major source for smuggling into the United States. The
revenue collected on liquor destined for the States, plus
the profits on that smuggling, brought prosperity to the
Bahamas once more. The repeal of Prohibition, com-
bined with the Depression that had already begun in
the United States, put the islands back into economic
difficulties.

Attempts at developing the tourist trade were
interrupted by World War II, but the war brought
some economic relief to the islands because Great
Britain had agreed to permit the US Navy the use of
a portion of Exuma Island under the Lend-Lease Act.
While this effectively took land away from
Bahamians, the construction of the base there did
employ many islanders.

The end of World War II did not bring the eco-
nomic slump that had happened after the previous
war, and instead the tourist industry began to pros-
per. Particularly since the 1960s, the islands have seen
a steady increase in visitors, and port improvements
in Nassau and Freeport have facilitated this.

Also in the 1960s, the Commonwealth of the
Bahamas started to become more integrated into re-
gional economic issues. In 1968, the Caribbean Free
Trade Association (CARIFTA) was established, and
although the Bahamas was not a member at that time,
it did pursue membership and eventually joined the
group, which was renamed the Caribbean Communi-
ty and Common Market (CARICOM) in 1983. The
Bahamas had gained their independence from Great
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Britain in 1973 and were therefore able to fully
control their political and economic policies.

In the early twenty-first century, economic endea-
vors in the Bahamas are centered around offshore
banking and commerce; industrial production is
largely intended for domestic use. Some export of
seafood products and rum also takes place, but the
Bahamas are predominantly a net importer of food
and beverages.

The economy of the Bahamas is tied to that of the
United States both by geography and by policy. The
geographic proximity of the Bahamas to Florida, less
than one hundred kilometers away, makes travel by
boat, ocean liner, or airplane convenient. The Bahamian
dollar is exchanged equally with the US dollar, which
means that the Bahamas benefit from policies the
United States established to encourage trade. The
Bahamas are a center for international banking, and
since the government has no personal or corporate
tax, many corporations establish their headquarters
there. Concerns over illegal money-laundering activ-
ities have led to more regulation on financial activities,
and this has reduced the amount of investment there.

As has been the case since the days of the American
Revolution, the Bahamas continue to be a base for
smuggling in the modern world. However, rather than
the weapons and supplies brought into the United
States in those days or during the US Civil War,
or the liquor brought in during the US period of
Prohibition, the new commodities are marijuana and
cocaine.

THomas P. DoLaN
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BAHRAIN

Bahrain, meaning “two seas,” is one of the smallest
countries in the Middle East, with a total land area of



620 square kilometers. Bahrain is an archipelago of
about thirty-five islands, six of which are inhabited.
Al-Bahrain—the main island and the location of
the capital, Manama—is also the country’s namesake.
Situated in the Persian Gulf, the emirate is fifteen
miles between the Saudi Arabian coast and Qatari
peninsula. Its total land mass is one-fifth the size of
Rhode Island. The main island has a coastline of 161
kilometers and is connected by a twenty-five-kilometer
causeway with Saudi Arabia.

Despite its small territory, Bahrain has a great
strategic importance. It is eight minutes’ flying time
from Iran and thirty minutes’ flying time from Iraq.
Its location near Iran and Iraq, and the main shipping
channels to Kuwait and Saudi Arabia, make Bahrain
an important player in the collective security efforts in
the Persian Gulf. Bahrain’s proximity to Iran and
Iraq and its vulnerability to air attack and naval
infiltration require it to maintain a delicate balancing
act in foreign affairs among its larger neighbors.
Bahrain and the United States cooperated closely as
allies during the first Gulf War, and reached a ten-
year bilateral security agreement after the war ended.
Today, more than two thousand US military person-
nel are stationed in Bahrain, and it is the headquarters
for the new US 5th Fleet.

Bahrain’s climate is hot and humid most of the
year, with daytime temperatures regularly topping
100°F. Oil and gas are the country’s only natural
resources, and they are expected to last only fifteen
and fifty years, respectively. Facing declining oil
reserves, Bahrain has turned to petroleum processing
and refining and has transformed itself into an inter-
national banking center. Pearling, which had been a
traditional industry, has all but ceased to operate.

All of the approximately 678,000 Bahrainis are
Muslims. Bahrain is the only Gulf state where the
native population—descendants from the Arabian
Peninsula and Iran—outnumbers immigrant resi-
dents. The resident aliens, nearly one-third of the
people, are mostly non-Arab Asians from India,
Iran, and Pakistan. Shi’ite Muslims are thought to
slightly outnumber Sunnis in Bahrain, causing much
concern for the ruling al-Khalif family who are
Sunnis. Although Arabic is the official language, Per-
sian is often spoken among the Iranian-descended
Bahrainis. By Gulf standards, Bahrain has a sophisti-
cated population, noted for its intellectual tradition
and articulate labor force.

Bahrain’s history dates back as far as 2400 BCE,
but its modern history begins in the early 1500s with a
series of Persian, Portuguese, and Turkish struggles to
control the main island that helped make Bahrain a
major military and trading center. Between 1507 and
1602, Bahrain was under Portuguese occupation. In
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1602, the Portuguese were expelled and Bahrain
found itself under the rule of Iran, which lasted until
1783. In that year Arab tribes from the mainland
conquered the island, and since 1816 it has been
ruled by the Khalif family of the Utub tribe. The
Utub tribe had migrated into the region from south-
ern Arabia during the seventeenth century. Before
long, however, these Arab rulers fell in the path of
Britain, which from 1820 onward established hegemo-
ny over the Persian Gulf area. The British extended
their domination of Bahrain through a series of
treaties. These treaties represented a bilateral arrange-
ment between the British and the sheikhs of Bahrain.
Britain acted, however, to keep Bahrain from Turkish
and Iranian control, and to secure the approaches to
India. New administrative arrangements made Bah-
rain part of the British Trucial states in 1868, and
al-Khalif signed treaties with Britain in 1880 and
1892 that further strengthened this relationship
and established a British political resident and agent.

Beginning with World War I, Bahrain began to play
an increasingly strategic role in the British hegemony
over the Persian Gulf. It served as an assembly point
for the British expeditionary force (mostly from India),
which was to wage a campaign in Mesopotamia. In
1966, Britain moved to Bahrain the military base that
had been headquartered in Aden. On August 14, 1970,
Bahrain achieved independence by putting an end to
the previous treaty arrangements with Great Britain.
On the same day a new treaty of friendship between the
two countries was concluded. This date marked the
end of a long era of dependent status.

Achievement of independence by Bahrain was pre-
ceded by diplomatic moves that involved internation-
al complications. The most important of these was the
claim of Iran to sovereignty over the island. Iran’s
claim was based on an historical connection with
Bahrain that dated back to Achaemenian times.
Moreover, Iran maintained that in reality most of
the Bahraini population was of Iranian stock, even
if they were linguistically Arabized. In 1970, to resolve
what promised to develop into a major international
complication, the United Nations undertook a mis-
sion to ascertain the wishes of the Bahraini popula-
tion in regard to their future. Upon completion of its
mission, the United Nations declared, in the spring of
1970, that the board consensus in Bahrain was to
become independent rather than to be joined with
Iran. In May 1970, the Iranian government accepted
these findings and abandoned its claim to Bahrain on
the condition that an independent Bahrain govern-
ment would not enter into any alliances, unions, or
federation.

Bahrain is officially a constitutional monarchy
under the dynastic rule of the al-Khalif family. As of
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the early 2000s, the al-Khalif family continues to
dominate the government, holding all key cabinet
positions. The Prime Minister nominates all forty
members of the Majlis Al-Shura (Consultative Coun-
cil), which comments on bills but has no legislative
authority. However, in 1999, Crown Prince Sheikh
Salman Bin Hamad Bin Isa Al-khalif, who succeeded
his father, pushed through economic and political
reforms and has worked to improve relations with
the Shi’a community. He announced a new national
charter, which will see the Majlis Al-Shura replaced
by a national assembly elected by universal suffrage.
In October 2002, Bahrainis elected members of the
lower house of Bahrain’s reconstituted bicameral leg-
islature, the National Assembly. Local elections were
held for the first time in 2004.

The major challenge for the government of Bahrain
is to create employment opportunities for its young
population—38.9% of Bahrainis are under fifteen
years old. Unemployment has been exacerbated by
the rise in the number of expatriates who now make
up more than 40% of the population.

NASSER MOMAYEZI
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BALFOUR DECLARATION

During World War 1 the Allies proposed that the
post-war world be organized on the basis of nation-
states. “Self-determination of nations” was a cardinal
notion in US President Woodrow Wilson’s four-
teen points for the post-war world. Since the great
European powers were all either multinational
countries or holders of multinational empires, the
idea of using the minority nations of one’s enemies
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was adopted as a tool in the conflict. The British and
French backed the formation of Czechoslavakia and
Yugoslavia out of the Austro-Hungarian Empire.
The British stirred up an Arab revolt against the
Turks. Germany backed the 1916 Easter Rebellion
in Ireland. One aspect of this policy was the British
project to support a Jewish homeland in Palestine in
order to win over the sympathy of the Jews of the
Central Powers for the Allied cause.

The idea of the return of the Jews to Palestine was
not new. Napoleon had envisioned the restoration
of the Jews to the Holy Land, as had the Russian
Decembrist Pavel Pestel. Among the English who ad-
vocated the return of Jews to Palestine were Sir Henry
Finch in 1621, Lord Lindsay, Lord Shaftesbury, Lord
Palmerston, Benjamin Disraeli, Lord Manchester,
George Eliot in her novel Daniel Deronda, Holman
Hunt, Sir Charles Warren, Hall Caine, and others.
Lord Shaftesbury, one of the most active spokesper-
sons for a Jewish homeland, called Palestine ““a land
without a people for a people without a land.” Later
this became the slogan of Zionism. Moreover, the
restoration of the Jews to the Holy Land has been a
longstanding concept in British Protestant theology.
Some theologians believed that the reestablishment of
ancient Israel with the modern Jews was a necessary
prerequisite for the Second Coming of Christ.

The idea of a Jewish nation-state in their Biblical
homeland was the basic goal of the Zionist move-
ment. However, the plan stirred controversy. Were
the Jews a nation or a religion? Since the basis of
modern European nationalism was linked primarily
to language and religion, most nationalists viewed
Jews as aliens in their states. Furthermore, despite
the Diaspora of the Jews in Roman times, Palestine
had retained a sizeable Jewish population, and the
Jewish Passover prayer, “Next year in Jerusalem!”
had been passed down from generation to generation
through the ages. On the other hand, Palestine had a
significant non-Jewish Arab population, both Mos-
lem and Christian, and, furthermore, represented
religious values for all three faiths.

The modern Zionist movement crystallized in
1896, when the Viennese Jewish journalist Theodore
Herzl, witnessing the anti-Semitism surrounding the
Dreyfus affair in France, launched the project to
establish a Jewish homeland. Working with wealthy
European Jews, Herzl began to purchase land there
from the Ottoman government and promote the
emigration of Jews from Europe.

The Russian-born Zionist Chaim Weizmann (later
the first president of Israel) settled in London in 1904
and began to work for British support of a Jewish
homeland in Palestine. In 1906, he met Lord Balfour,
who was sympathetic to the idea but urged Weizmann



to consider Africa rather than the Middle East (an
idea the Zionists had considered earlier but rejected).
Weizmann also gained the sympathy of others,
including Charles P. Scott, editor of the Manchester
Guardian; and Mark Sykes, who later signed the
Sykes—Picot agreement with France (see further
below). The chemist Weizmann’s influence increased
during World War I because of the aid he gave to the
war effort. Weizmann drafted a plan for a Jewish
homeland. There was also a rumor that Germany
was considering a similar plan.

During the war the British leaders discussed the
idea with prominent English Jews. Julian Amery, an
assistant secretary to the British War Cabinet whose
mother was a Jew, promoted the plan and also helped
create the Jewish legion, Palestinian Jews, who fought
with the British in World War I. Lord Arthur
Balfour, the British Foreign Secretary, wrote a letter
to Lord Rothschild, which stated:

His Majesty’s Government views with favor the estab-
lishment in Palestine of a national home for the Jewish
people, and will use their best endeavors to facilitate the
achievement of this object, it being clearly understood
that nothing shall be done which may prejudice the civil
and religious rights of existing non-Jewish communities
in Palestine or the rights and political status enjoyed by
Jews in any other country.

This statement is the Balfour declaration made pub-
lic on November 2, 1917. At the same time, London
and Paris had secretly agreed to divide the Ottoman
territories between themselves after the war—the
Sykes—Picot agreement. Consequently, the Jewish
homeland envisioned was not to be an independent
state but rather part of the British Empire. In a 1936
commentary by the Peel Commission investigating
Arab-Jewish riots in Palestine, the Commission stated
that not only Palestine but also Trans-Jordan was to be
part of the Jewish homeland.

After the war, public opinion viewed imperialism
and colonization as contrary to the democratic prin-
ciples that the Allies had said they were fighting for.
So the lands designated in the Sykes—Picot agreement
were, in fact, given to Britain and France as League of
Nations mandates rather than outright possessions as
was the case with Alsace-Lorraine, for example. The
British mandate also specifically referred to Palestine
as the site of a Jewish homeland.

During the peace conference in Paris, Emir Faisal,
representing the Arabs of the Ottoman Empire, agreed
to a Jewish homeland, along with an Arab independent
state existing side by side. However, since no indepen-
dent Arab state had been created, the Faisal agreement
was not valid. Although the United States government
did not sign the Paris Peace Treaties, the US Congress,
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in 1922, unanimously approved the Balfour declara-
tion with the Lodge-Fish resolution.

Some have argued that the declaration was
intended not so much for the Jews of Central Europe
but rather for the Jews of Russia and the United
States—Britain’s allies—so as to gain support for
London’s policies and war aims. Others believed
that the proclamation gave Britain an excuse to re-
nege on promises made to France and the Arabs. The
project also bolstered the argument for a British pro-
tectorate over the area.

FRrEDERICK B. CHARY
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After the First World War the victorious Allies creat-
ed Yugoslavia by adding lands from the defeated
Austro-Hungarian Empire to the Kingdom of Serbia.
The country suffered through its eighty-year existence
amid national tensions derived from an essentially
artificial construction. In World War 11, the occupy-
ing Axis powers divided some of its territory among
themselves and created the two puppet states of
Croatia and Serbia. After the war Yugoslavia was
reassembled under the rule of the Communist leader
Josef Broz Tito. In 1949, Tito broke with the Soviet
bloc and was able to remain in power as a neutral
Communist leader. The force of his leadership and the
use of dictatorial powers kept the fractious national-
ities together. It was said that Yugoslavia had six
republics, five nations, four languages, three religions,
two alphabets, but only one Yugoslav—Tito.

In fact, Tito did reorganize the country into a fede-
ration of six republics—Croatia, Serbia, Slovenia,
Montenegro, Bosnia, and Macedonia. However, the
question of nationalities is problematic. Clearly the
Croatians, Serbs, Slovenians, and Macedonians are
separate nations, as are the Bosniaks (Muslim
Bosnians), and the Albanians of Kosovo. However,
in addition to the autonomous Albanian region of
Kosovo in Serbia, there was also an autonomous
Hungarian region in the Banat. Whether the Monte-
negrins are Serbs or a separate nation is a matter of
dispute.
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Languages are also disputed. Slovenian and
Macedonian are recognized as distinct languages, al-
though for much of the post-war period, Bulgaria
refused to recognize Macedonian as anything but a
dialect of Bulgarian. Whether Serbo-Croatian is a
single language or two languages is another question,
and of course there is Albanian and Hungarian for
those autonomous regions.

The three major religions are Roman Catholic,
Eastern Orthodox, and Islam, but there are both
Serbian and Macedonian Orthodox patriarchs and
both Shi'te and Sunni Muslims. There are also
Protestants and Jews who, although few in number,
have had significant political influence.

Throughout the post-war period, tensions among
the republics continued to exist, with the wealthier
northern republics such as Croatia and Slovenia
complaining that they were taxed to support the
poorer southern republics of Macedonia, Bosnia,
and Montenegro. Less expressed but present in the
background there was still national discontent. Most
virulent was the conflict between Orthodox Serbs and
Roman Catholic Croatians that was based on reli-
gious and historical animosity. Croatians have always
protested what they perceived as a second-class citi-
zenship in the state since its foundation. Serbs remem-
bered that the fascist Croatian state of World War 11
committed unbelievable atrocities against the Serb
minority in its region. The hostility was exacerbated
by the activity of Croatian exile groups abroad.

With the death of Tito in 1979, the national and
republican tensions increased and finally erupted. The
government tried to solve these problems by estab-
lishing a shared executive responsibility balanced by
the various republics, including a rotating presidency.
Furthermore, since its break with the Soviet bloc in
1948, Yugoslavia had enjoyed more freedoms than
other Communist countries. Now political dissent
became more open as well. In addition to the Serbi-
an-Croatian conflict, a serious problem developed
among the chiefly Muslim Albanians of Kosovo,
who began to demand independent instead of auton-
omous status. Furthermore, fanned by the Muslim
fundamentalist and revolutionary movement in the
Middle East, Albanian radicals began attacking
Serbs living in Kosovo.

The Croatian and Albanian conflicts led to the rise
of the Serbian nationalist Slobodan Milosevic in
Serbia. Moreover, Yugoslavia was the first of the
Communist countries to change its system, and as
nationalists won Republican elections in the 1980s,
they moved to break away from the Yugoslav federa-
tion. In 1990, Croatia elected the nationalist Franjo
Tudjman president, and when the federal council
rejected the Croatian candidate for president,
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Slovenia and Croatia withdrew from the federation
on June 25, 1991. Slovenia put up border posts with
Yugoslavia, and the federal government in Belgrade
sent in the army, but after a few skirmishes they gave
up and allowed Slovenia to go its own way.

The more serious break occurred with Croatia.
Alija Izbegovic, the president of Bosnia, and Kiro
Gligorov, the president of Macedonia, tried to find a
way to keep the federation together, as they, along
with Montenegro, derived the most benefit from shar-
ing Slovenia’s and Croatia’s wealth. However, both
were prepared to withdraw from the federation if the
northern republics could not be persuaded to remain.
In the Kraina region of Croatia, the Serbian minority
resisted and declared the creation of the Republic of
Kraina; the federal government moved in to protect
them and add the region to Serbia. In August the
Serbs occupied Vukovar.

At the end of May 1991, the European Community
had offered Yugoslavia membership if it could resolve
its problems peacefully, but fighting between the Serbs
and Croatians continued until 1994 despite three
cease-fires arranged by the United Nations and the
presence of UN peace-keeping forces. As the Serbs got
bogged down in Bosnia during the early 1990s, the
Croatians drove the Serbs completely out of their
republic. The United States, Great Britain, and
France hoped that Yugoslavia would remain a single
national entity, initially refusing to recognize the new
governments. Germany, on the other hand, pressed
for recognition of the independence of the republics.

Early in the fighting, Milosevic and Tudjman ap-
parently agreed to divide up parts of Bosnia between
them to handle population issues. This prompted the
Muslim Izetbegovic to move toward independence for
his republic. However, Bosnia had, in addition to its
Muslim majority, significant Serbs and Croatians. In
March 1992, Izetbegovic arranged for a plebiscite in
which the Croatians and Bosniaks voted for indepen-
dence while the Serbs boycotted the vote. On April 6,
war in Bosnia erupted.

The Bosnian Serbs under Dr. Radovan Karadzic
and General Ratko Mladic, with the help of Serbs of
the federal army, carried out a brutal war of resis-
tance. Atrocities were committed on both sides, but
the Serbs proved to be more efficient. Karadovic and
Mladic adopted a policy of rape and murder to drive
the Bosniaks out of Bosnia. Serbian soldiers herded
men and teenage boys into concentration camps and
gunned them down. They repeatedly violated Muslim
women. The Serbs publicized all this to frighten the
Muslims into fleeing the country—a policy called
“ethnic cleansing.” World opinion made a compari-
son to the Jewish Holocaust of World War 1I, and
Elie Wiesel, the noted Holocaust survivor, came to



Bosnia to witness and comment on the atrocities.
However, while the Nazis murdered the Jews secretly,
in an attempt to erase a population, the Serbs com-
mitted their atrocities in the open, in an attempt to
drive the population away.

Bosniaks retaliated, shelling Serbian villages and
neighborhoods. The capital, Sarajevo, was almost
completely destroyed by the internecine warfare.
Spurred on by Croatian propaganda, most of the
world press blamed the Serbs, both those of Bosnia
and the remnant Yugoslavia where Macedonia joined
the republics that defected. However, the Croatians
had a Bosnian area they wished to claim as well, and
warfare erupted between them and the Bosniaks in
January 1993. Furthermore, Catholics from around
the world began pilgrimages to Bosnia during the
crisis to visit the shrine of the reputed appearance of
the virgin at Medjugorje in 1981.

In April 1994, NATO planes began to enforce a
no-fly zone ordered by the United Nations to keep
Belgrade’s air force from bombing Bosnian sights.
Then, in January 1995, Washington, which had earli-
er negotiated peace between the Bosniaks and the
Croatians, arranged a cease-fire between the Bosniaks
and the Serbs. However, by spring fighting erupted
again in both Bosnia and Croatia. The Bosnian Serbs
took more than three hundred UN soldier prisoners,
but Belgrade helped bring about their release.

In July 1994, the Bosnians Serbs overran Srebenica
and Zepa—supposedly safe enclaves guaranteed by
Washington. In August they bombarded a Sarajevo
market, killing thirty-seven and wounding eighty-five.
The United Nations imposed an arms embargo on the
area and economic sanctions against Yugoslavia, both
of which had little effect in stopping the war. They also
sent humanitarian aid, and Red Cross officials came to
Bosnia to arrange for the release of prisoners and
monitor the refugee camps. In 1995, NATO and the
United Nations intervened further and attacked the
Serb positions. By that time 3.5 million refugees had
been forced out of Bosnia. A Muslim-Croat force
began to take some territories back, and US President
Bill Clinton arranged for a cease-fire. Peace talks
began in October at the Wright-Patterson air force
base near Dayton, Ohio.

While keeping peace on the ground was difficult,
diplomacy was able to make some progress. The dip-
lomats worked out a solution based on religion,
dividing Bosnia into a bi-state confederation with
the Serbs on one hand and a federation of Croats
and Bosniaks on the other. None of the areas were
contiguous. In November the parties agreed to the
peace plan. Tudjman signed for the Croatian and
Milosevic for the Serbs as Karadzic and Mladic
agreed. Izbegovic signed for the Bosniaks. Many of
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the refugees returned, but others remained abroad.
The International Court of Justice at The Hague
declared Karadovic and Mladic war criminals and
hunted them down, but they eluded capture. The
situation remained unstable and foreign troops most-
ly from the United States remained on hand to keep
the peace. They were still there in 2005.

Without Bosnia as an option Milosevic planned to
resettle the Serbs from Kraina in Kosovo. Although
Kosovo was now overwhelmingly an Albanian prov-
ince, it has significant historical meaning for the
Serbs. It was here that the Ottoman Empire defeated
the Serbs in 1389. Although the battle’s significance
has been enlarged over the centuries in Serbian
historical mythology, it represents a turning point in
the nation’s history. The traditional date of June 28
was further emblazoned in the country’s legends when
on that date in 1914 the Bosnian Serb Gavrilo Princip
assassinated the Austrian heir to the throne, Grand
Duke Franz Ferdinand, in Sarajevo and started the
events leading to World War [—the war that eventu-
ally led to the formation of Yugoslavia.

In September 1986, Belgrade revealed the conclu-
sions of a year-long study by the Serbian Academy of
Sciences (SANU) describing the problems of the
Republic of Serbia. Much of the SANU report
claimed the Kosovo Albanians were waging a
“genocidal” war against the Serbs in the region. It
described the events as the worst disaster for Serbia
since the 1804 war of liberation against the Ottoman
Empire, including the World Wars and Nazi occupa-
tion. The document recommended ‘“‘genuine security
and unambiguous equality for all peoples living in
Kosovo” and said “Serbia must not be passive and
wait and see what the others will say, as it has done so
often in the past.”

The reaction was fierce. Croatians and Slovenians
saw the SANU report as a manifesto for Serbian su-
premacy in Yugoslavia. The Albanians saw the report
as a threat against them. Serbs were divided. Some
welcomed it. Others, especially hard-line Communists,
denounced the report as anti-Marxist. One Commun-
ist who denounced it was Slobodan Milosevic. In 1987
Milosevic, however, made a stirring speech on the
anniversary of the 1389 Battle of Kosovo Field that
was interpreted as a message of Serbian nationalism—
just like the SANU report document. In Kosovo the
Communist party head Asem Vlassi opposed Milose-
vic’s pro-Serbian plans. The 1974 constitution, which
gave each republic and the two autonomous regions
equal authority, put Serbia in the minority. Milosevic
continued to press for Serbian nationalism directed
against the Albanians of Kosovo and the Croats and
Slovenes in their respective republics, and then he
moved to incorporate the autonomous regions into
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the Serbian republic. In November 1988, he arrested
Vlassi and dismissed the entire Kosovo Communist
leadership. In March 1989 he unilaterally ended the
autonomy of the regions, provoking deadly riots. In
1990, he officially incorporated the provinces into Ser-
bia but kept their votes on the executive council, giving
Serbia, along with Montenegro, closely associated
with it, increased power on the council equal to the
other republics.

The change for Kosovo ended its governmental
institutions. Belgrade also required employees of
state industries, a large percentage of Kosovo enter-
prises, to take loyalty oaths to Belgrade. Most
Albanians refused and the government replaced them
with Serbs. More than one hundred thousand Kosovo
Albanians lost their jobs. Belgrade also closed the
Albanian newspapers and radio and television stat-
ions and purged Pristina University. Forty thousand
Serbian troops and police moved in to replace the
Albanian police force. The province suffered extreme
economic hardship and a third of the fathers left the
area to work as guest laborers in Germany and else-
where to support their families. With the Communists
gone, the author Ibrahim Rugova, leader of the Dem-
ocratic League of Kosovo, now became the most im-
portant Albanian political leader. Rugova ordered a
policy of passive resistance. Albanians did not vote in
elections, report for the draft, or pay taxes. Rogova
also established alternative institutions to the govern-
ment—schools and hospitals. He organized an illegal
Albanian assembly of Kosovo, which in 1991 ordered
a referendum on the demand for republic status. The
security forces attempted to prevent the Albanians
from voting, but almost the whole population turned
out and all but unanimously approved the referendum.
In 1992, another referendum elected Rugova presi-
dent, but Belgrade declared both referenda illegal.

During the war in Bosnia, Kosovo disappeared
from the headlines, and its population grew restless.
The Dayton Accords did not include the province.
Rugova asked for United Nations protection for the
province, but received no response. In opposition to
Rugova’s policy of peaceful resistance, a new organi-
zation, the Kosovo Liberation Army (KLA) based in
Western Kosovo near Albania (Drenica), appeared
and in the spring of 1996 began coordinated attacks
on Serbs, both security forces and civilians. The KLA
absorbed the Armed Forces of Kosovo, a body direct-
ed by an Albanian exile organization in Switzerland
under Bujar Bukoshi. The KL A hoped to create a full-
scale war and bring about NATO intervention, but
NATO and the UN did not wish to get involved in
Kosovo after the difficulty of solving the Bosnia prob-
lem. Washington denounced the KLA as terrorists,
and at one point Rugova even claimed that it was set
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up by Serbia as an excuse to invade. A multinational
commission, the “contact group” (the United States,
Russia, England, France, Germany, and Italy), met to
monitor Kosovo but could not agree on policy.

In 1997, the situation grew worse. The KLA receiv-
ing arms illegally from Albania grew as a guerilla
force, while the Yugoslav army aided by a secret mili-
tia led by the notorious Zelijko Raznatovic, also
known as Arkan, carried out a war of terror against
the Kosovo Albanians similar to what had happened
in Bosnia. By mid-1998, hundreds had died and
hundreds of thousands had fled into neighboring
countries—Albania, Macedonia, and Montenegro,
whose government, although still part of Yugoslavia,
did not approve of the Kosovo campaign. The war
threatened the whole Balkan peninsula. NATO, the
European Union, and the Organization for Security
and Cooperation of Europe (OSCE) now became
involved. NATO persuaded the KLA to drop its call
for independence, and a group of OSCE peace-keepers
moved into Kosovo, but they were not armed and
therefore were ineffective. A brokered armistice lasted
only two months. In January 1999, Serbian police and
militia killed forty-five Kosovars in the village of
Racak. Although the Serbs claimed that Racak was
the site of a battle between the forces, the international
community condemned the incident as a massacre,
and began intervention on the side of the Albanians.
Initially, most of the Allied intervention employed air
forces rather than ground troops. NATO, principally
American bombers, began bombarding Kosovo and
Belgrade, targeting both Serbian ground troops and
installations in Serbia proper. During the air raids on
Belgrade, an international scandal occurred when US
bombers hit the Chinese embassy. At the same time on
the diplomatic front the contact group set forward a
non-negotiable program calling for the “status quo
plus,” which called for the restoration of the autono-
mous region status of Kosovo and the introduction of
an internationally supervised democracy. It also re-
quired peace talks to be held near Paris at Chateau
Rambouillet. The talks began in February 1999 and
lasted five weeks without results, as the Albanians did
not want to be part of Serbia, and the Serbs did not
want to give Kosovo autonomous status.

Eventually, under the pressure Belgrade stopped
its campaign and the Albanians came back, retaliat-
ing against the Serbs. The United Nations sent in
troops to keep the communities apart. A number of
troops from NATO countries also were deployed in
Macedonia where the conflict of Albanians and
Macedonians also erupted, although it was short of
full-scale war.

On April 1, 2001, Slobodan Milosevic was arrested
by local authorities in Belgrade and subsequently



tried for war crimes at The Hague. He is representing
himself in his ongoing case.

In 2002, Yugoslavia officially came to an end as the
remaining two republics reorganized themselves as
the Federation of Serbia and Montenegro.

FRrREDERICK B. CHARY
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BANDUNG CONFERENCE (1955)

The Bandung Conference, formally known as the
Asian-African Conference, was held in the town of
Bandung, Indonesia, from April 17 to April 24, 1955.
The conference was attended by delegations from
twenty-nine, primarily new, nation-states or national-
ist movements in Asia and Africa. The meeting in
Bandung also included members of the African Na-
tional Congress, as well as observers from Greek
Cypriot and African American organizations. The
key figures at the conference included Sukarno,
President of Indonesia (1945-1965); Jawaharlal
Nehru, Prime Minister of India (1947-1964); Gamal
Abdel Nasser, President of Egypt (1954-1970);
Kwame Nkrumah, the future Prime Minister of
Ghana (1957-1966); Josip Broz Tito, President of
Yugoslavia (1953-1980); and Zhou Enlai, the Prime
Minister (1949-1976) and Foreign Minister (1949-
1958) of the People’s Republic of China. The confer-
ence was sponsored by Indonesia, along with the
governments of Burma (present Myanmar), Ceylon
(presently Sri Lanka), India, and Pakistan, and
reflected their dissatisfaction with the assertion on
the part of US President Dwight D. FEisenhower
(1953-1960) that the countries of Asia should not
try and remain neutral in the Cold War rivalry
between the United States and the Soviet Union.
The assembled delegates also emphasized their oppo-
sition to colonialism, singling out French colonialism
in North Africa for particular criticism. Furthermore,
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there was a major debate as to whether Soviet domi-
nation of Eastern Europe was equivalent to Western
European colonialism in Asia and Africa. The final
communiqué of the conference condemned all “man-
ifestations” of colonialism and was viewed as an at-
tack on the formal colonialism by the Western
European powers, the Soviet occupation of Eastern
Europe, and the informal colonialism by the United
States. The proceedings ended with a call for
increased technical and cultural cooperation between
the governments in attendance; the establishment of
an economic development fund to be operated by the
United Nations; increased support for human rights
and the “self-determination of peoples and nations,”
singling out South Africa and Israel for their failure in
this regard; and negotiations to reduce the building
and stockpiling of nuclear weapons.

The Bandung Conference was particularly impor-
tant for its symbolism. It was the first major interna-
tional conference that sought to bring together the
governments of the newly independent nations of
Asia and Africa. What was often called the “Bandung
Spirit” captured the imagination of an entire genera-
tion during the so-called Bandung Era from the 1950s
to the 1970s. For example, the Bandung Conference
represented a precursor to the formation of the Move-
ment of Non-Aligned Countries. In September 1960,
the First Conference of Heads of State or Govern-
ment of Non-Aligned Countries was held in Belgrade,
Yugoslavia. However, rivalry between India and
China, culminating in full-scale war in 1962, weak-
ened efforts to unite third-world governments around
the anti-colonial and non-aligned agenda symbolized
by Bandung. The complicated and conflicting
interests of the governments of the new nations in
Asia and Africa increasingly worked to undermine
the establishment of a coalition of non-aligned gov-
ernments. For example, the second Asian-African
Conference, which had been scheduled to meet in
Algeria in June 1965, was cancelled when the machi-
nations of the Sino-Soviet split undermined the
planning of the event. Meanwhile, Nehru (a key lead-
er of the Bandung era) died in May 1964. The gov-
ernment of Ahmed Ben Bella (1963-1965) in Algeria
was overthrown by the military on June 19, 1965.
Then, Sukarno, the host of the 1955 conference, was
ousted in September 1965 by a US-backed military
dictatorship under General Suharto. Between 1961
and the end of the 1990s, there were a total of twelve
non-aligned conferences. As an international organi-
zation, it has never played a role of any great signifi-
cance. By the 1990s, when the Indonesian government
under President Suharto took over as chairman, the
Non-Aligned Movement was effectively moribund.
Another initiative inspired by Bandung was the
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formation of the Group of 77 (G-77), established at
the first United Nations Conference on Trade and
Development (UNCTAD) in 1964. The G-77 (which
had 133 member governments by the end of the
1990s) focused on economic issues operating as a
caucus on development questions within the wider
umbrella of the United Nations.

A particularly radical effort to build on the Ban-
dung agenda emerged in the wake of the Tricontinen-
tal Conference of Solidarity of the Peoples of Africa,
Asia, and Latin America, that was held in Havana in
January 1966. While the Bandung Conference had
brought together a relatively small number of leaders
from mainly recently independent nation-states in
Africa and Asia in order to stake out a non-aligned
position in the Cold War, the 1966 Tricontinental
Conference involved delegates from throughout
Latin America, Asia, and Africa and articulated a
radical anti-imperialist agenda that located the parti-
cipants firmly in the socialist camp at the same time as
they formally emphasized their independence from
the USSR and Maoist China. Regimes that were
directly or indirectly linked to the tricontinentalism
of the late 1960s and 1970s all attempted to pursue
national development in the name of socialism, anti-
imperialism, and national liberation. However, by the
1970s, the problems associated with uniting a wide
array of governments in a third-world alliance
became increasingly apparent. In retrospect, the Ban-
dung Spirit reached its zenith in the 1970s. In this
decade, third-world governments increased their nu-
merical influence at the UN as the organization’s
overall membership rose from fifty-one in 1945 to
156 in 1980, the vast majority of the new member-
governments coming from Asia and Africa. In April
1974, the Sixth Special Session of the General Assem-
bly of the United Nations passed the Declaration and
Program of Action for the Establishment of a New
Economic Order. This formal call for a New Interna-
tional Economic Order (NIEO) sought the restructur-
ing of the world economy in a way that would
improve the terms under which the economies of the
third world participated in international trade and
development. At the end of the 1970s, the UN set up
the Independent Commission on International Devel-
opment (the Brandt Commission), chaired by former
West German Chancellor Willy Brandt, to address
the North-South conflict. However, with the rise of
neoliberalism and the revitalization of the Cold War,
under the leadership of US President Ronald Reagan
(1981-1988) and British Prime Minister Margaret
Thatcher (1979-1990), the various initiatives asso-
ciated with the Bandung era were increasingly
constrained or reversed.

Mark T. BERGER
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BANGLADESH

Geography and Population

The People’s Republic of Bangladesh, situated in
Southern Asia at the Bay of Bengal, comprises
144,000 square kilometres of land. Of its 4,246 kilo-
metres of land boundaries it shares 4,053 kilometres
with India and 193 kilometres with Burma. Most of the
country’s terrain is a flat alluvial plain shaped by three
large rivers, the Ganges, Brahmaputra, and Meghna.
Flowing down from the Himalayas these rivers join in
Bangladesh and—in a vast delta—empty into the Bay
of Bengal. Much of the coastline is covered with
marshy jungle known as the Sundarbans—the home
of the Bengal Tiger. Only the Chittagong Hill Tracts in
the southeastern part of the country (with Keokra-
dong as the highest peak at 1,230 metres) and the
Sylhet division in the Northeast are hilly. The climate
is tropical and features a mild winter (November—Feb-
ruary), a hot and humid summer (March—June), and a
monsoon rainy season from July to October. The
country receives about eighty inches of average annual
rainfall with the wettest part in the extreme Northeast
with about two hundred inches average annual rain-
fall. Around 80% of annual rainfall occurs during the
monsoon period. Bangladesh is seriously affected by
natural calamities such as floods and tropical cyclones
almost every year. Due to excessive rainfall and the



riverine topography up to a third of the country’s
landmass gets flooded during the annual monsoon
season. The cyclones of 1970 and 1991 and the mon-
soon flood of 1998 were particularly devastating.

With an estimated population of 141.3 million (July
2004) and a resulting population density of 982 per-
sons per square kilometre, Bangladesh remains one of
the most densely populated states in the world. The
annual population growth rate is estimated at 2.08%,
the birth rate at 30.03 per 1,000 inhabitants, and the
death rate at 8.52 per 1,000. The ethnic composition of
the population is comparatively homogenous with
98% of the population being Bengalis speaking Bangla
(Bengali) in 1998. About 83% of the population are
Muslims. Hindus constitute a sizeable minority of 16%
(data from 1998).

History

Modern Bangladesh is the eastern part of a greater
region formerly known as Bengal. Archaeological ev-
idence suggests that the region has supported a social-
ly and culturally diversified civilisation since at least
700 BC. From the thirteenth century onward, Bengal
came under Islamic influence, becoming a part of the
Muslim Mughal Empire during the sixteenth century.
Most of the population converted to the Islamic faith
during the time of Mughal control. With its victory in
the Battle of Plassey in 1757, the British East India
Company assumed control over Bengal. After the
Indian Mutiny of 1857, the British Crown took over
the company’s possession in India, including Bengal.
Late nineteenth century British India saw the gradual
emergence of a nationalist movement carried out by
local Hindu and Muslim elites. The British govern-
ment pursued a communalist policy to undermine
Hindu—Muslim cooperation, leading to the division
of Bengal into two provinces along religious lines
during 1905-1912. When the decolonization of British
India led to the emergence of two independent states—
a Hindu India and a Muslim Pakistan—Bengal was
divided again and East Bengal became part of Pakistan
in 1947. Although comprising 56% of the total popu-
lation, East Pakistanis felt underrepresented by the
Pakistani government centred in the western part of
the country—separated by one thousand miles of
Indian territory. Nationalist movements aimed at
the adoption of Bangla (Bengali) as a state language
(and succeeded in 1952) and advocated greater auton-
omy. In 1971, tensions peaked when the Pakistani
president Yahiya Khan refused to acknowledge the
landslide election victory of the Awami League that
had won all the East Pakistani seats in the National
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Assembly. Strikes and tax boycotts finally led to open
civil war on March 25, 1971. The Awami League
proclaimed the independence of Bangladesh on the
following day. Nine months later, on December 16,
1971, the Pakistani army was forced to surrender with
Indian military help and Bangladesh became indepen-
dent. Sheik Mujibur Rahman, the leader of the
Awami League, became Prime Minister and tried to
stabilise the country’s devastated economy. But after
a governmental crisis due to heavy inflation and fam-
ine, he was assassinated in 1975. After two more
coups, Maj. Gen. Zia ur-Rahman assumed power
and began a period of military rule. Zia was assassi-
nated in 1981 and his successor was ousted from
power by Lt. Gen. Hussain Mohammad Ershad the
same year. Ershad was forced to resign in 1990 due to
corruption allegations. The general elections of 1991
brought the Bangladesh Nationalist Party (BNP)
under Zia’s widow Khaleda Zia to power. With
strikes and boycotts, the opposition parties drove
Khaleda Zia out of office in 1996 and the Awami
League under Sheik Mujibur Rahman’s daughter
Hasina Wazed returned to power. Once again, strikes
organised by the opposition paralysed the country’s
weak economy and ousted Hasina Wazed. Khaleda
Zia’s BNP re-assumed power from a caretaker gov-
ernment after a landslide election victory in 2001.

Economy

Although stabilisation of its economy has been the
chief concern of each of its governments since inde-
pendence, Bangladesh remains one of the poorest
countries in the world. Severe overpopulation, the
frequent occurrence of natural disasters, and wide-
spread corruption have hitherto delayed economic
development. About two-thirds of the population
make a living from agriculture—mostly from rice
and jute cultivation—producing only 22% of the
Gross Domestic Product (est. GDP 2003: US$258.8
billion; est. GDP 2003 per capita: US$1,900). Tea is
grown in the Northeast and the cultivation of sugar-
cane, tobacco, and wheat is widespread. Fertile soils
and ample water supply make Bangladesh the third-
largest rice producer in the world. Nevertheless,
overpopulation and natural calamities still make the
country prone to malnutrition and famine. Bangla-
desh is the world’s largest producer of jute, which
remains the most important export commodity of
the country. Apart from natural gas, some oil in the
Bay of Bengal, and modest coal and uranium depos-
its, Bangladesh has almost no natural resources. The
capital, Dhaka, and the chief port city of Chittagong
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are the only significant industrial centres. With only
11% and 26% of the labour force working in the
industrial and service sectors, the agricultural sector
cannot absorb the constantly growing population.
Bangladesh is thus a major exporter of labour to the
Arabian countries and to Malaysia. Remittances
from emigrant labourers remain an important source
of foreign income.

RoLAND J. WENZLHUEMER

See also Central Asia: History and Economic Develop-
ment; Central Asia: International Relations
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BANK FOR INTERNATIONAL

SETTLEMENTS (BIS)

The Bank for International Settlements (BIS) has
reinvented itself and recreated its mission, sometimes
significantly, since its inception. This flexibility
allowed the world’s oldest international financial in-
stitution to survive the uncertain times that marked
its initial decades and to transform itself as needed, to
maintain and increase its role in the evolving global
economy.

The Bank was born amidst the economic troubles
marked by the crash of the US stock market in 1929,
and the widespread Great Depression. Through the
1930 Hague Agreements, a multinational group of
states created the BIS. Founders included Belgium,
France, Germany, Italy, Japan, Switzerland, and the
United Kingdom, although as part of its post-World
War II treaty, Japan renounced all rights as a founder.
These governments anticipated United States’ mem-
bership; however, it refused (discussed below).

As its name reflects, the Hague signatories created
the BIS to facilitate multiple settlements from World
War I, as defeated Austrians and Germans, as well as
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Bulgarians, Hungarians, and Czechs, made repara-
tions and other war-related payments. These went to
other states, which had borrowed internationally to
fund their war efforts. The Bank served as an agent
for reparations and as a trustee for the multilateral
Dawes and Young Plan loans that facilitated repay-
ment of these obligations. This original mission helps
to explain the BIS’s location, in Switzerland—at the
heart of Europe, in an historically neutral state.

While the Bank’s reparations function ended in
1932, it continued hosting central bankers and nation-
al monetary authorities who wished to work coopera-
tively. The international financial and trade systems
had begun failing, strained by the Depression and
World War I’s aftermath. Many blame the resultant
economic downturns suffered by numerous states for
contributing to World War II.

During and after this war, Allied planners deter-
mined to prevent recurrence of this economic turbu-
lence. Thus, they created the Bretton Woods system
to manage international trade and finance. While the
Bank predated this system, much of its post-war work
supported the Bretton Woods institutions, especially
the fixed exchange rate arrangement. The BIS helped
to ensure monetary and financial stability as a means
of promoting international trade and investment. One
way it promoted international financial operations
was by acting as a “bank for central banks.”

Additionally, as international transactions grew
dramatically in the late 1900s, the Bank functioned
as a forum for members to discuss and promote rules
and standards for international commercial banking
and other capital operations. The BIS also served as
an educator, offering research, data, and conferences
for public and private members of the financial com-
munity. Finally, when sovereign debt overwhelmed
some states in the 1990s, the BIS played an important
role as a coordinator of bridging loans and loan
packages.

While BIS founders invited the United States, the
world’s most powerful economy, to join, and they set
aside shares for Washington to purchase, the United
States did not become a member, officially, until 1994.
US distrust of the BIS, because of suspicions that it
assisted the Nazi war effort, overlaid earlier isolation-
ist sentiments, keeping Washington from direct asso-
ciation. BIS activities even led some in the US
government to push for liquidating the Bank after
the war. While bowing to pressure from the United
Kingdom and Bretton Woods institutions, which ar-
gued for maintaining the Bank, the United States
refused membership. It considered the BIS a potential
challenger to the Federal Reserve Bank and Bretton
Woods institutions. Further, given the BIS’s location,
membership, and activities, Washington considered it
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a regional organization. While Federal Reserve bank-
ers did take part, unofficially, in many BIS meetings,
the United States waited more than sixty years to join.

Decision Making

Although the BIS actually is a limited company,
owned by shareholders, it enjoys the privileges and
immunities granted international organizations under
international and national laws. Its members (owners)
are sovereign entities; the Bank has no power to force
any state to adopt its approved policies, or to punish
those that choose not to implement them. Instead, it
proposes and promulgates standards, protocols, and
best practices that members may then decide to incor-
porate into national law. Even given this weakness,
many BIS policies have been adopted widely, even by
non-member states.

Three decision-making bodies run the Bank: the
Board of Directors, the Annual General Meeting,
and the Management Committee. Five hundred
staff, from more than forty countries, support these
entities, at the Basel headquarters or Representative
Offices in Hong Kong and Mexico City.

A seventeen-person Board of Directors oversees
Bank operations. The top central bank or monetary
authority official, often the “governor,” for Belgium,
France, Germany, Italy, the United Kingdom (all
founding members), and the United States, serve as
ex officio members. Each appoints another national
to the Board, for renewable three-year terms. Under
BIS statutes, a maximum of nine (currently there are
five) additional central bankers from member states
may join the Board, by a two-thirds vote of current
directors. They also serve three-year renewable terms.

The Board elects a chair from among its members,
and appoints a president to head the BIS for a three-
year term. Since its second decade, these have been a
joint appointment, so the Chair of the Board also
serves as President of the Bank. Members meet at
least six times annually to direct Bank activities and
to receive and address reports from its committees.
Board members serve on specialized bodies including
the Consultative Committee, the Audit Committee,
and the Asian Consultative Committee, which was
created after the Asian financial crisis in the late 1990s.

Representing the membership more broadly, the
Annual General Meeting (AGM) is the second deci-
sion-making entity. The AGM brings together the top
officials from all member states’ central banks or
monetary authorities, more than fifty, plus the head
of the European Central Bank. The AGM takes place
within four months of the end of the Bank’s fiscal

year, generally in late June. Perennial agenda topics
include dividend and profit distribution, approval of
the Bank’s annual report and the state of its accounts,
and selection of an external auditor. The membership
also may meet in extra sessions (called “Extraordi-
nary Meetings”), to amend BIS statutes, to modify its
equity capital (number of shares), or to liquidate the
Bank. National monetary authorities frequently meet
at the Bank to discuss various topics of interest. In
general meetings, each member’s vote is weighted
according to how many BIS shares it owns.

The final decision-making body is the Manage-
ment Committee, headed by a General Manager.
Reporting to the Board, its focus is daily operations
and implementation of Board decisions. This commit-
tee also oversees the Bank’s exposure to risk from
capital market transactions. These activities are
under the leadership of the Deputy General Manager,
who directs a separate risk control unit.

The Bank also hosts the secretariats of a number of
separate, but linked organizations. The most promi-
nent of these is the Group of Ten (G10) states, which
organized to support International Monetary Fund
(IMF) operations in 1962. The BIS hosts the G10
secretariat, providing a physical residence and techni-
cal support, as well as funding for staff. The G10
membership—Belgium, Canada, France, Germany,
Japan, the Netherlands, Sweden, the United
Kingdom, and the United States—exactly mirrors
the nationalities of the Bank’s directors. Accordingly,
ties between the two are quite close.

The G10’s divisions include the Basel Committee
on Banking Supervision (founded in 1974) and the
Committee on Payments and Settlement Services
(1990). While these committees are responsible to
the G10, they include members from non-G10 states,
and often consult with World Bank (WB) and IMF
representatives. Many states, including non-G10 and
even non-Bank members, have adopted regulations
and standards developed by these committees,
demonstrating significant international influence.
The BIS also provides a home, and some financial
support, for secretariats of the Financial Stability
Forum, which focuses on increasing exchange rate
information and cooperation related to financial su-
pervision and surveillance, and the International
Associations of Insurance Supervisors and of Deposit
Insurers.

Operations

BIS resources come from sales of shares and its capi-
tal transactions. Its members authorized six hundred

143



BANK FOR INTERNATIONAL SETTLEMENTS (BIS)

thousand shares; more than five hundred thousand are
outstanding. While its resources are relatively modest
among international financial institutions, about six
billion dollars, the BIS serves as a depository for na-
tional reserves and funds from more than 120 central
banks and international organizations. Through this,
it controls assets of more than $150 billion, or about
seven percent of total international reserves.

In an Extraordinary General Meeting in 2003, the
Bank moved from denominating transactions in gold
francs, used since 1930, to the IMF-created interna-
tional unit of account, the Special Drawing Right
(SDR). When created, the gold franc exactly reflected
the gold exchange rate for Swiss francs (.29 grams of
fine gold). By moving to SDRs, the Bank came into
line with the IMF, the WB, and a host of other
international institutions.

The BIS provides various banking services to
depositors. These help national authorities manage
and invest capital reserves, both gold and foreign
currencies. The Bank provides storage facilities for
gold, bilateral account settlement, liquidity advances
to central banks, and sale/purchase of gold and for-
eign exchange. Moreover, it offers customers invest-
ment opportunities through a number of highly liquid
instruments. With these, banks and organizations can
earn returns above those offered on most national
bonds and notes, with almost no risk.

Evolution

Over time, the Bank has played a number of different
roles within the international system. When its
reparations duties ended, the BIS quickly found new
missions. These included working with countries and
regional groupings, international commercial banking
regulation, and research and dissemination of data on
topics of interest to the international financial com-
munity.

Its operations with states and multinational groups
have included coordination of sovereign loans and
serving as a central bank or agent to different organi-
zations. These involved lending to support the
Austrian and German central banks in the 1930s, as
well as lending to Italy, France, and Britain in
the 1960s, and helping to coordinate bridge loans to
Mexico and Brazil in the 1990s. After World War 11,
the BIS functioned as a central banker to the states of
Western Europe. It acted as the agent for US
Marshall Plan funds (1947-1951), facilitated the
European Payments Union (1950-1958), and served
as the banker for the European Monetary System
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(1979-1994). When the fixed exchange rate system
collapsed in the early 1970s, in part because of the
difficulty in national management of the increasingly
international economy, the BIS saw its role in
international stabilization grow.

International banking involves additional risks.
Banks lend for operations in areas where they may
have limited knowledge of markets or actors. Foreign
loans may carry risks from currency devaluation,
and, occasionally, such political risks as war or expro-
priation. Yet, in the 1970s, many Western banks
expanded into this realm because of its high profit
potential. In 1974, two major banks failed—
Germany’s Bankhaus Herstatt and the United States’
Franklin National Bank—because of foreign opera-
tions. While officers or associates of both were prose-
cuted for these failures, the issue of who was liable to
creditors remained. The Basel Committee on Banking
Supervision was created to consider where responsi-
bility for foreign branch and subsidiary banks lay.
The Committee developed the Basel Concordat of
1975, which argued that home and host countries
each bore some responsibility for banking operations
within their borders.

This was not enough to prevent further problems.
The 1982 failure of the Banco Ambrosiano’s Luxem-
bourg-based affiliate prompted 1983’s Second
Basel Concordat. While the Italian central bank
took responsibility for Banco Ambrosiano’s domestic
activities, with no central bank of its own, the
Luxembourg bank’s creditors had no similar recourse.
The Second Basel Concordat promoted supervision
of bank assets and liabilities on a consolidated, world-
wide basis, giving a bank’s home country authority to
close inadequately supervised or insolvent foreign
subsidiaries and branches. It also clearly placed
responsibility for foreign operations with parent
banks.

A debt crisis in the 1980s gripped many less devel-
oped states and their lenders, and led the US Federal
Reserve Bank to push for minimum international
standards of capital adequacy and risk measurement
for banks making foreign loans. The 1988 Basel Ac-
cord on Capital Adequacy raised reserve require-
ments for banks doing riskier lending. Most states
with international banks have implemented it. Fol-
lowing simultaneous closures of Bank for Credit and
Commerce International operations in more than
sixty countries and the failure of the Continental
Illinois Bank, the Committee amended the Basel Ac-
cord in 1995 and 1997. This led to the Basel Core
Principles for Effective Banking Supervision, which
addressed such risks as those stemming from foreign
exchange transactions and debt securities. In 2004,



the Committee agreed on Basel 11, or the New Capital
Framework, which further refines supervision of
international banking.

Assessment

The Bank has come under scrutiny and criticism for
two main reasons (there has long been an undercur-
rent of suspicion that it conducts nefarious activities,
related to the secrecy surrounding its operations). The
first issue relates to Bank conduct during World War
I1, especially the suspicion that its aided Nazi activ-
ities by laundering money, facilitating purchase of
goods from neutral states, and accepting deposits
stolen from the Nazis’ victims. Clearly, the Germans
used resources held in the BIS to make purchases
from third parties, including Spain, Portugal, Turkey,
and Romania. Bank officials argued, however, that
they were dealing with Germany’s anti-Nazi Reich-
sbank in these transactions. As to stolen and looted
gold, the BIS claimed that it could not have known
its true origins, as what it accepted was marked with
the pre-1939 German stamp. Of course, the Nazis had
re-smelted and re-stamped the stolen metal. Immedi-
ately after the war, a multilateral agreement approved
by the United States and others settled many of these
claims.

The second issue relates to the BIS’s role in IMF-
and WB-organized debt-restructuring packages. Here,
the same criticisms that those institutions garner,
related to their neoliberal policies, redound to the
Bank. In serving as a linchpin of a system that sup-
ports the spread of such policies, the BIS, at least
indirectly, clashes with those who believe that
neoliberalism and current practices hurt the poor.
Anti-globalization and other activists have begun to
target it, although its relative anonymity prevents the
same intense spotlight shone on other international
institutions.

The Bank also wins praise from economic and
banking experts for facilitating trade and monetary
relations. It has developed standards for international
banking and risk management. The BIS also worked
diligently to minimize Y2K-related banking pro-
blems. Further, it is actively promoting greater
transparency to prevent money laundering and to
encourage banks to act responsibly. It has taken the
lead in research and data collection tied to such new
financial instruments as derivatives. Its publica-
tions, such as its annual report and various quarterly
reports, provide research and statistics, free of
charge through the Bank’s Web site. Overall, the
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BIS provides highly specialized services to a group of
experts. The needs of these actors likely will determine
what the Bank’s future missions will be.

JANET ADAMSKI

See also Currency Regimes; Debt: Impact on Develop-
ment; Debt: Relief Efforts; International Bank for
Reconstruction and Development (IBRD)(World
Bank); International Monetary Fund (IMF)
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BANKING

Devoid of all its modern complexities, banking is
simply a process that enables individuals with surplus
funds or assets (savers) to transfer their surpluses to
individuals with shortfalls (borrowers). The interme-
diary that enables the savers to transfer the funds to
the borrowers is the bank. Banking is therefore first
and foremost financial intermediation. Since at a very
early age in the history of most societies, there was
present in one form or the other something called
money, which was generally accepted as a medium
of exchange and a store of value, the lending and
borrowing of surpluses took the form of the transfer
of money. Hence, money and banking became inex-
tricably linked. The intermediary, the bank or deposi-
tory institution, accepted the savings in the form
of money from the savers and transferred them to
borrowers in the same form.

In theory and practice, if an individual has a sur-
plus, he or she can benefit by lending it to another
individual who needs funds to start or complete a
project instead of holding the surplus idle. The indi-
vidual can give the surplus funds directly to a borrow-
er in what is referred to as direct finance. Direct
finance is fraught with difficulties, especially as
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societies grow and relationships become impersonal
with each person knowing less and less about the
other. If a saver seeks to lend directly to a borrower,
the lender must be reasonably confident that the bor-
rower is credit worthy, has a viable project, and will
not engage in activities that will endanger his or her
ability to repay the interest or the principal. The
lender will therefore have to collect enough informa-
tion about the borrower to make a judgment about
the probability of repayment based on past behavior.
The lender must also possess the expertise to evaluate
the worthiness of the project or hire somebody to do
so. Finally, the lender must be able to monitor the
behavior of the borrower to ensure that no activity is
being undertaken that entails a higher level of risk
than that contained in the original loan agreement
and therefore increases the likelihood of the loan not
being repaid according to the original terms. For a
one-time direct lending of a small amount, the cost of
collecting such information, known as the transac-
tions costs, and the risk for non-payment may be so
high as to make the whole venture unprofitable for
both the lender and the borrower. The lender will
have to charge a very high interest to compensate
for the risk he or she is taking and the additional
cost associated with collecting information about the
borrower. This high cost will discourage borrowers
with good projects who now find the project unprof-
itable as a result of the high cost of borrowing. At the
same time, borrowers who had bad projects to begin
with and had no intention of repaying, will not be
discouraged from borrowing. This is referred to as
adverse selection. Given the possibility of this risk,
lenders might even refuse to lend: good projects and
bad projects alike will not be funded and the whole
economy will suffer. If there were an entity, with the
reputation of always making payments on time, and if
such an entity had the expertise to identify credit-
worthy borrowers and also had the means to monitor
their behavior to ensure compliance with the terms of
the loan, then savers could simply lend their funds to
this entity and the entity would in turn lend the same
funds to borrowers. This entity, the intermediary,
comes between the saver and the borrower and
facilitates the transfer of funds.

This circuitous way of lending, known as indirect
finance, is what banks do. Banks, as financial inter-
mediaries, reduce transactions cost because of the
high volume of transactions they undertake and the
resulting economies of scale. They also minimize risk
because of the pooling and diversification from lend-
ing to a lot of borrowers. Since transactions costs and
risk are reduced for both borrowers and lenders alike,
more savers are willing to lend (to the intermediary)
and more borrowers are able to borrow (from the
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intermediary). Banking can therefore be described
as the process of channeling funds from savers to
borrowers through an intermediary.

Banks as Depository Institutions

Banks are not just financial intermediaries as de-
scribed previously. They are also depository institu-
tions, a characteristic that makes banking unique
among financial institutions and intermediaries.
When savers leave their funds with a bank for safe-
keeping or lend their savings to banks for a return
(interest income), the bank has acquired a financial
asset in the form of cash. At the same time, however, a
liability is generated, called deposits. The deposits are
liabilities because at any point in time, certain or
uncertain, the owner may show up to collect his or
her deposits or cause the deposits to be transferred to
somebody else. The deposits generally fall into one of
three major categories:

1. Demand or checking account deposits, which can
be redeemed or transferred to another person
or entity with no notice using a written order
called a check. In general, demand deposits
do not attract interest income as such, but
they do provide convenience of being
generally acceptable for payments of goods
and services and thus serving as a medium of
exchange or money.

2. Savings deposits, which unlike demand deposits,
cannot be transferred by a written order but
may be redeemed with little or no notice.
Banks pay owners interest income.

3. Time deposits, which have specific maturity
dates and specified rates of return and cannot
be redeemed before the maturity date, or can
be redeemed with a penalty. The interest is
higher than that paid on saving deposits
because banks can depend on the availability
of the deposits for a defined time period.

Since demand/checking account deposits can be
transferred from