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THE BELGIAN TREASURY 
VELLA PILLAY 

Economist 

IT has for long remained something of a mystery how Belgium, 
alone of all the European countries, was able to emerge from the 
last war with a stable currency, with a volume of foreign exchange 
reserves as large as that held in 1938, and with little experience 
of any of the inflationary stresses that otherwise would have 
followed the reconstruct ion of the war-damaged Belgian eco
nomy. The official Belgian explanation has invariably been in 
terms of the determined domestic economic policies that were 
pursued from the moment of liberation. 

The events of January last in the l i t t le-known Belgian Congo 
have, however , exposed much of the myth in this explanation. 
It took a week of riots and disturbances in Leopoldville to re
establish what has always been the basis for the post-war status 
and strength of the Belgian economy. For no sooner had these 
riots broken out than the European exchange markets became 
the scene of sustained attacks on the Belgian franc. Colonial 
stocks on the Brussels bourse fell heavily in value, and a climate 
of crisis swept over the whole Belgian economy. Wi th in a fort
night Belgium's external monetary reserves fell by 100 million 
francs, or just under 1 0 % , and the franc reeled under the 
possibility of devaluation. Whi le the crisis was averted in t ime 
by the engagement of Belgian troops in the suppression of the 
Congo disturbances, what had for once become clear was the 
fundamental importance of the Congo to the metropoli tan 
economy of Belgium. 

For a small country like Belgium, with a population of less 
than 10 million, the size of its capital stake in the Congo is 
strikingly large. Between 188^ and 19^6, the net inflow of 
new capital into the Congo has been estimated at about go 
billion francs. But this capital inflow has about trebled itself 
during that per iod as a result of the continuous reinvestment of 
unremi t ted profits, so that by 19^6 the value of foreign invest
ments in the Congo was in the region of £1,000 million (or 
some 2 0 % greater than the 19^6 value of direct foreign invest
ment in the Union of South Africa). Of this capital value some
thing like 80-90 °/ is held by a small group of extremely large 
Belgian finance houses which, ever since the period of the 'Con-
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cession regime ' of Leopold II, have gradually enlarged their 
Congo interests-—till today they occupy major monopoly positions 
over the whole realm of product ion, distribution and export 
in the Congo. 

Wha t is equally striking is the way in which the colonial 
administration has participated in the activities of these monopoly 
organizations. The Charte Coloniale of 1908 vested power over 
the Congo in the hands of the King of the Belgians; indeed, the 
Belgian Parliament possesses little control over Congo affairs 
except in financial matters and the grant of concessions. The 
King, working through the Minister of Colonies, is advised on 
all Congo affairs by a small but influential group of businessmen 
and officials—the celebrated Conseil Colonial. In practice this 
latter body not only formulates colonial policy for Belgium, but 
suggests laws to be decreed by the King. Wha t is per t inent here 
is that this system has imparted to the colonial authorities the 
unusual function of guaranteeing the profitability of Belgian 
capital; or , as a recent official British repor t put it, " t h e Congo 
administration, which retains a large measure of financial parti
cipation in the important monopoly companies, ensures that 
Belgian capital receives a good re turn for its investment . . . " f 

This system necessarily conditions the nature of the Congo's 
economy. It is a vast interlocking scheme of extremely large 
and influential private and para-statal interests operating in the 
exploitation of the r ich raw material and labour resources of the 
colony. Something like 6 0 % of the African wage-earning popula
tion are employed in little more than 3 % of the commercial 
undertakings; and these undertakings possess some 8 6 % of 
the total capital investment in the colony. These undertakings 
further operate over a variety of industries and activities, so that 
even the provision of transport facilities and public utilities 
remains the prerogative of the great Belgian financial houses. 
The Societe Generate, probably the largest metropol i tan enterprise 
to operate in colonial Africa, predominates everywhere in the 
Congo. It controls the only producer of Congo copper, the 
Union Miniere du Haut Katanga; and the whole of the Katanga 
region is within the concession area of the Societe Generale. 
The product ion of cobalt, zinc, uranium, manganese and tin 
is fully monopolized by the group, which is also overwhelmingly 
present in the manufacture of chemicals, textiles and construc
tion, as well as in plantation farming, in commerce , banking, 

f Board of Trade, Overseas Economic Survey, Nov., 19^6. 
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insurance and transport . What little remains of economic 
activity in the Congo is shared by about four o ther financial 
groups (one of which possesses a strong British connect ion) . 

The fundamental aims of Belgian investment in the Congo 
have always been—and remain—the enlargement of the export 
sector through a systematic exploitation of those resources 
possessing markets abroad and in particular meeting the needs 
of the industrial economy of Belgium. Thus exports continue 
to absorb one-third of the national product . More than that, 
the persistent application of foreign investment funds into those 
primary industries which serve the needs of the overseas markets 
has tended to confine the range of export products to a relatively 
small number . This tendency towards primary product speciali
zation has been a critical obstacle in the growth of African 
enterprise and of indigenous capital accumulation. 

This does not , however, mean that there has been no develop
ment in secondary economic activities. According to indices 
of industrial product ion published in the Congo, the output 
of manufactured goods increased three-fold between 1947-^6, 
while that of mineral product ion only doubled. But in absolute 
terms, the value of pure manufacturing product ion is small. 
Its development has been motivated largely by the immediate 
requirements of the mining industry and the ancillary fields of 
transport , communications and distribution. Hence the secondary 
industries that have developed in the Congo are concentrated in 
the Katanga mining region and export centre of Leopoldville. 

There are percept ible signs that the involvement of an ever
growing number of Africans in the monetary framework, i .e. 
the African movement towards the towns and the mining areas 
in search of a money income, has resulted in growing local 
product ion of various consumer goods and some foreign invest
ment of funds in what might be te rmed Tight industry ' . Those 
industries nearest to mining and agricul ture—construct ion and 
chemicals—predominate, however , in the manufacturing field. 
In 1956, mining and agriculture generated 30 billion francs, 
or about £ £ % of the ascertainable aggregate money income in 
the Congo. That of manufacturing industry amounted to no 
m o r e than 7 billion francs, or about 1 0 % . 

The consequences of the Congo's dependence on exports and 
on Belgian capital are clearly demonstrated by the profound 
changes that have occurred in the occupational distribution of 
the Congo people and in the distribution of income and capital 
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ownership. Since the first entry of Belgian capital into the Congo 
in 1887, it is estimated that some S°°/0 °f t n e adult African 
male population have been drawn away from subsistence activity 
into the mines, the plantation farms, and various other wage-
earning activities. The more one looks at the history of land 
concessions in the Congo, the more one must be impressed by 
the compulsions under which the African has had to find alterna
tive employment in the concession areas and the towns. A 
Belgian Minister claimed in 19^^ that about one-third of the 
Congo land area had been alienated for "non-African occupa
t i o n " . He did not state, however, the size of the non-alienated 
land area in which African produce had to be compulsorily 
sold to the monopolies at pre-determined prices. In any event, 
there is some evidence to suggest that even today the division 
between alienated and non-alienated remains vague and inde
cisive. It is this which in part explains the $°/ annual growth 
in the numbers of wage-earning Africans. 

Wha t is crucial is the fact that the increased integration of the 
African population in the money economy has not resulted in 
any parallel African participation in what appears to have been a 
particularly rapid rate of capital formation and investment. 
Between 19^0-^6 the average share of the national income 
accruing to the African wage-earning population increased from 
about one-sixth to one-fifth. This increased share, however , 
does not appear to represent any absolute improvement in 
African income standards; it rather tends to suggest the rate at 
which the number of Africans drawn into wage-earning occupa
tions has increased. Indeed, in so far as any substance can be 
given to the available statistics, the per capita income of the 
indigenous population remained about stationary during the 
period at around £40 per year, or about one- tenth of that in 
Belgium. The generally low level of African incomes (in relation 
to the substantial pace of capital formation) is also illustrated 
by the paucity of African savings in the total stream of savings 
in the Congo. In 19^0, the mobilizable savings of the African 
sector amounted to £^ million. By 19^6, in spite of the increased 
integration of the African in the money economy, these saving 
had fallen to only £4 mill ion. 

In contrast to all this, the share of the metropol i tan element in 
the economic activity of the Congo is striking. Of the 100,000 
resident whites, well over half appear to be in the service of the 
Belgian monopolies. No more than 9 % are " co lon i s t s " in the 
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traditional sense, i .e. owning capital and engaged as resident 
planters and merchants . (The rest of the whi te population are 
almost equally made up of civil servants and missionaries). Thus 
the Belgian share of the Congo's national income can fairly be 
attributable to that going to the monopolies and their employees. 
Between 19^0-^6, this share was almost as much as one-half 
of all accountable incomes. The actual surplus accruing to Belgian 
capital (in the nature of profits) in recent years has averaged 1 2 
billion francs (about £ 8 ^ mill ion) a year, or about the same as 
the African wage total. 

These characteristics portray what is perhaps the essential 
content of contemporary colonialism in the Congo. There 
are what might be called two sectors of commodity exchange 
in the Congo: the export sector and the domestic market sector. 
And it is the export sector that is the measure of almost every 
investment decision and of all economic policy. Indeed, when 
one examines the current Ten-Year Development Plan— 
involving, as it does, a capital expenditure of 70 billion francs 
(about £500 mill ion) be tween 19^9-69—the emphasis continues 
to be placed on the provision of a broader infra-structure of 
transport and communications for the more effective exploita
tion of the raw material resources of this colony. But this is no t 
all. The Congo's export trade is directly and wholly in the hands 
of the Belgian monopolies. Thus the surpluses from the expor t 
trade accumulate no t directly to the Congo, but to the me t ro 
politan economy of Belgium. In so far as a part of this surplus 
tends to be reinvested in the Congo, the reinvestment develops 
precisely those resources which enter into the needs of the 
metropol i tan economy, rather than the needs of the Congo 
as such. This then goes a long way towards establishing the 
permanent dependence of the Congo on exports and hence on 
the decisions of Belgian capital. 

It is, of course, t rue that Belgian capital has also entered the 
manufacturing field in the Congo; and this, to a certain extent , 
has been p rompted by the growth of the domestic market 
provided by the wage-earning African population. But here , 
too , the surpluses continue to accrue to the metropol i tan 
economy, if only because the Belgian monopolies control most 
of the field of manufacturing product ion and distribution. 
Further , the type of manufacturing undertaken tends to comple
ment rather than compete with imports from abroad; since the 
fundamental consequence of Belgian capital has been the develop-



84 A F R I C A S O U T H 

ment of the Congo as an adjunct to the metropoli tan economy 
of Belgium. 

It is against this background that the colonial element in the 
Belgian economy needs to be seen. During the last war, when 
the Belgian Government re t i red to London, the Congo's 
exports , particularly metals to the United States, earned a 
considerable volume of foreign exchange which inevitably 
became available for the reconstruct ion of Belgium after the war. 
Since the end of the war, the Congo's expor t of raw materials 
has continued to earn a surplus of dollar and sterling exchange 
which, through a complex arrangement be tween the Congo's 
central bank and the National Bank of Belgium, is added to 
Belgium's exchange reserves. In the per iod be tween 1948 and 
19^6, the Congo's surplus on trade amounted to 64.4 billion 
francs (£460 million) wi th all countr ies . The trade wi th Belgium 
also reaped a surplus of 1.7 billion francs. It was the Congo's 
wealth that enabled Belgium to become a major credi tor nation 
in Wes te rn Europe and to hold a particularly 'hard ' currency. 

As the data in the following table suggest, Belgium's most 
direct interest in the Congo for its balance of payments position 
is the income received on 'invisible' account, i .e . of profits 
received and income derived from the Belgian provision of 
transport , insurance and o ther facilities to the Congo. 

Net Receipts of Belgium in its Invisible 
Transactions with the Congo 

000'5 million B. Francs 

Transport and Insurance . . 
Profits and Dividends 
Foreign Travel 
O t h e r 
Private Remit tances of migrants 

The income on these ' invisible' transactions has grown rapidly— 
from 3.3 billion francs in 1939 to as much as 12.3 billion in 
19^6. Something like 3 *T% of this income is represented by the 
actual transfer of profits from the Congo—though this transfer 
is by no means a measure of the total profits earned by Belgian 
investments in the area. The central bank of the Congo recently 
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estimated that for the period 19^0-56, the gross profits of 
Belgian enterprises operating in the Congo amounted to 61.6 
billion francs (about £4^0 mi l l ion) ; of this about 14.1 billion 
francs were remit ted abroad. In the same per iod the net Belgian 
export of capital amounted to about 10.1 billion francs. Thus 
the Congo's remit tance of investment income to Belgium is 
running at a rate higher than ne t new Belgian capital inflows. 
In spite of this, the fact that about five-sixths of the profits 
earned are retained in the Congo for reinvestment makes the 
volume of the Belgian capital ownership grow at an extremely 
high pace. The substantial income on " t r anspor t and insurance" 
arises from the fact that the Belgian shipping and insurance 
companies virtually run a monopoly in the provision of these 
services in the Congo. 

Wha t stands as possibly the most important and significant 
feature of Belgium-Congo economic relations is that concerning 
the financing of Belgian investments in the Congo. The whole of 
the foreign exchange surplus of the Congo (with the exception 
of a small nominal gold reserve which is held in the Congo for 
what appears to be a 'backing' to the local currency issue) is 
transferred to Belgium, by a technical device whereby these 
exchange surpluses are sold to the Belgian central bank for 
Belgian Government bonds. Next , commercial banking in the 
Congo is wholly in the hands of the large Belgian finance houses 
and banks; here a propor t ion of the deposits in the Congo are 
held in Brussels (again in the form of Belgian bonds and other 
assets). Fur ther , the monopolies operating in the Congo tend 
to hold a substantial p ropor t ion of their more liquid assets at 
their Brussels head-offices. Finally, the Congo administration, 
which appears to have a habit of running budgetary surpluses 
year in and year out , employs these surpluses for holding assets 
in Belgium. In fact, what this day-to-day transfer of funds 
amounts to is a real disinvestment in the Congo with the added 
quality that it is in the nature of forced ' loans' to Belgium. 

Thus, in effect, the system of financial relations presently 
practised is such as to enable the Congo to finance a large part of 
Belgium's capital exports back to the Congo. Congo sur
pluses placed in the "equalization fund" and held in Brussels 
amounted to as much as 8.1 billion francs at the end of 19^7. 
Yet the Congo authorities bor rowed 9.4 billion francs in medium 
and long-term loans on the Brussels capital market be tween 
19^0-^6. Belgium takes in order to lend. 
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Capital Movements: ooo's million B. Francs 
Total 

Private Capital 1949-^6 
Outflow from Belgium . . . . 19.0 
Inflow from Congo . . . . . . 11.1 

Public Capital 
Outflow from Belgium . . . , 13.2 
Inflow from Congo . . . . . . i o . £ 

7-9 

2-7 

Net Capital Outflow from Belgium . . 10.6 
Belgium rece ip t : 

Profit income on investments in the Congo 1 £.4 

The Congo Basin Treaties of 188^ and 1919 had specifically 
imposed upon Belgium the condition of the " o p e n d o o r " to all 
investors and traders. And in so far as legislation is concerned, 
the Belgian authorities have scrupulously accorded equality of 
t rea tment to all nations wishing to operate in the Congo. And 
yet, after some seventy years of Belgian administration, the 
preponderant share of the trade of the Congo remains in Belgian 
hands. More than that, the investment share of Belgium in this 
colony is almost complete . The British investment stake in the 
Congo amounts to no more than 1.7% of the total, while that 
of the U.S. is less than 0 . ^ % . Indeed, the British Board of Trade 
noted in a recent official repor t , " . . . the tendency has been to 
regard the Congo as an exclusively Belgian investment preserve, 
with the result that it has never been easy for foreign business 
to establish itself." 

This investment preserve has in the course of t ime provided 
Belgium wi th a source of income sufficiently large to constitute 
an important i tem in the metropol i tan economy. More than that, 
the character of the massive investment made in the past and the 
system of financial and currency relations that have been estab
lished, clearly have had the effect of converting the Congo into an 
appendage of the Belgian economy with little or no opportuni ty 
for independent development. In the Congo itself the one signi
ficant social consequence has been the rapid entry of the indige
nous population into the money economy. There has, however , 
been no movement towards the Africans' acquiring the status of 
capital owners ; the highest point in the scale of African advance
ment has been that of skilled artisans. Is it to be wondered at 
that African impatience wi th such a system is growing so fast? 




