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ABSTRACT ARTICLE HISTORY

This article examines the relationship between Sudan and Egypt during Received 31 March 2022
the colonial period to explore how control over international business Accepted 29 May 2023
and finance integrated Sudan within the British empire. We examine

how the locus of power and control over these economic factors began KEYWORDS

to change, and how this altered the position of Sudan. To do this we Sudan; Egypt; MENA;

explore three areas. First, we examine how the field of international British imperialism;
relations has considered the question of sovereignty. We use this to Free-Standing Companies;
problematise how imperial relationships influence notions of sover- international business;

international finance;

eignty in the context of a colonial state. Secondly, we examine the busi- :
sovereignty

ness history of Sudan in relation to the structure of the Sudanese
economy. Third, we explore how finance shaped the relationship
between Sudan and the British empire. Finally, we discuss the implica-
tions of the business and financial history of Sudan in relation to the
historiography of imperialism and coloniality in the MENA region.

Sudan had been an independent Islamic state between 1881 and 1899, and before that a
province of the Ottoman Empire under the nominal control of Egypt. The invasion of Sudan
1898 and the subsequent creation of the Anglo-Egyptian Condominium in 1899 brought
Sudan within the British Empire (Holt & Daly, 2014). Condominium status reflected a shared
claim with Egypt (Warburg, 1985). Domestic authority was exercised by the largely British
staffed Sudan Political Service (Hanes, 1992). The territory over which this colonial state
governed eventually became the fixed and recognised jurisdiction of contemporary Sudan
until the creation of South Sudan in 2010. Independence from Britain was achieved in 1956
(Holt & Daly, 2014). Sudan was therefore part of the Middle East and North Africa (MENA)
region through its geographical proximity to the Red Sea littoral, and via the Nile; in the
North of Sudan specifically, through its Arab linguistic and cultural heritage; and also through
its political and economic connection to Egypt.

The geo-political importance of the MENA region to Britain as an imperial power in the
late nineteenth century was central to the colonisation of Sudan. The opening of the Suez
Canal in 1869 created a vital sea-route to India. This increased the strategic importance of
Egypt and led, in part, to Britain asserting and obtaining control over Egypt in 1882.In turn,
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this led to security interests in Egypt’s southern regions that bordered Sudan, and more
generally increased strategic importance for the Eastern Mediterranean and the Red Sea
littoral. The historiography suggests that the invasion of Sudan in 1898/1899 was largely
‘mission-creep’in terms of the geo-political position of Britain in the MENA region, and was
designed to buttress existing interests (Spiers, 1998). Nevertheless, following the invasion,
the establishment of the Anglo-Egyptian Condominium in 1899 created a constitutional
arrangement that led to long-standing regional tensions that provide context for this article.
The use of condominium status is an example of a ‘resuscitated pre-Westphalian [form] of
divided sovereignty’(Strang, 1996, p. 24). It reflected both the denial of sovereign recognition
to the previous Mahdist state in Sudan by both Britain and Egypt, and fabricated a consti-
tutional structure between three parties, all of whom had different and temporally changing
interests in Sudan: the British imperial government, the Egyptian government, and the newly
created colonial Sudan government. From the outset, therefore, Sudan’s sovereignty was
both compromised and contested. Notions of sovereignty were to become important in
African post-colonial political discourse, not least because of the widely noted ‘fragile sov-
ereignty’ exhibited by some post-colonial states (Tieku, 2013). It is therefore relevant to
examine how colonial political-economic structures developed, and how they modulated
imperial-system relationships prior to independence, conceived of here as gestational to,
and to some limited extent structurally causal of, decolonisation.

As such this article contributes to the existing interpretations of the history of imperialism
in Sudan. The political development of the colonial state in Sudan, and the role of nationalist
political forces in seeking and then achieving independence is clear. Research by Bell (1999),
Sharkey (2003), and Daly (1986, 1991) especially indicate the processes of institution building
that occurred. Perspectives on colonial development and state capacity have emphasised
the importance of primary commodity markets, the development of cash-crop economy
based on cotton-growing, and the introduction of calculative development techniques, as
determining factors in the structure and direction of Sudan’s political-economy and the role
of the state within it. While the specifics of Sudan’s history are unique, the general pattern
was a similar story to other colonial economies, of narrow economic development based
on a cash-crop, and a similarly narrow fiscal base that both limited and to some extent locked
Sudan’s economy into a particular and problematical path of under-development (Mollan,
2020; Serels, 2013; Young, 2017). This article does not challenge these existing interpretations,
but seeks to add depth in particular to understandings of the role played by international
business and finance as a source of control and power that varied across time, and became
in certain critical ways contested.

The central question that we discuss here is how international business and finance
embedded Sudan within the British imperial system—and imperial economy—between
the inception of the Condominium in 1899, and ¢.1950, by which time the transition to
independence in 1956 was beginning. As explored below in more detail, our focus is with
the main foreign exchange earning cash-crop development in Sudan: cotton-growing. The
investment in this sector by international business and by international investors was central
to the movement of capital into the country, central to the exploitation of natural resources
in the country by foreign (i.e. imperial) interests, and central to the movement of capital out
of the country in terms of profits and debt service. The revenues from this sector were vital
to the fiscal viability of the colonial government, and so to the viability of Sudan as a colony.
This is not to say that other economic sectors were unimportant to the overall economy of
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Sudan, or to the economic welfare of its population, or to the general under-development
of Sudan during this period, all of which are noted in the historiography of Sudan’s economic
history (Collins, 1990; Daly, 1986, 1991; Mollan, 2020). However, it was cotton-growing that
was the centre-piece of the structure of the colonial economy in Sudan.

To explore this further, we examine the history of the Sudan Plantations Syndicate Ltd.
Within the field of international business history there has been along-running and extensive
debate about ‘Free-Standing Companies’ (FSCs) (Mollan, 2018; Wilkins, 1988, 1998). These
international business corporations were nominally single unit organisations (though often
embedded into networks of similar corporations) that were domiciled in a financial or com-
mercial centre in the’home’country, and owned and operated assets located in an‘overseas’
country. FSCs operated in many sectors of the international economy, but were particularly
common in the production of agricultural commodities, mining and extractive industries,
public utilities, and transport sectors (Boughey, 2009; Harvey & Press, 1990; Miller, 2017;
Tennent, 2013). There were many thousands of companies of this kind in the period before
1945. FSCs were a substantial component of all British foreign direct investment at a time
when Britain was the leading foreign direct investor (Chapman, 1985; Pollard, 1985; Wilkins,
1988). The Sudan Plantations Syndicate Ltd was a classical ‘Free-Standing Company’ of this
type, and as such an exemplar of the kind of international capital investment and British
international business that dominated in the period from 1870 to 1945. It was domiciled in
the City of London, and owned and operated assets in Sudan. It was part of a wider network
of international firms, being connected through cross-directorships and domicile co-location
to a large group of international mining companies. Further, it produced cotton that was
traded and sold on the international cotton market.

The central argument presented here is that over time the loci of power and control over
these economic factors—international business and finance—changed, with the Sudan
government coming to possess more control at the expense of other actors. We explore how
control was gradually asserted by the colonial state in relation to, first, the sources of
export-earning fiscal revenue within Sudan (specifically in respect of international business),
and second, in relation to financial autonomy within the British imperial system, specifically
in relation to Egypt. We argue that economic control was increasingly exercised by the Sudan
government at the expense of other‘imperial’ actors and institutions. This accrual of power
was important because the institutions it created were passed to the newly independent
state. We therefore think of economic power in this context as being contributory to state
capacity, i.e. to the state’s bureaucratic and infrastructural power and its ability to control its
relationships with other actors (Mann, 1984, 2008). States with high state capacity ‘are seen
as generally better equipped to establish a monopoly of violence, enforce contracts, control
their populace, regulate institutions, extract resources, and provide public goods’(Soifer &
Vom Hau, 2008, p. 220). Colonial states are, in this sense, no different to other states, but
may, paradoxically, find themselves drawn into conflict with other institutional actors within
the imperial system that threaten their own locus of power and control. This is what we
find here.

This article is structured as follows. The first section examines the question of sovereignty
and its relationship to imperial relationships as a means of establishing the conceptual foun-
dation for the following analysis. The second section examines the international business
history of Sudan in relation to the structure of the Sudan economy. Here we look at the
critical role played by the British cotton-growing interests to the economy and therefore
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also to the revenues of the Sudan government. The third section then traces the gradual
separation of Sudan from Egyptian financial control. We conclude by discussing the impli-
cations for the international business history and financial history of Sudan in relation to the
historiography of imperialism in the MENA region, and the questions posed by the Special
Issue, specifically with reference to the institutional setting of business and finance, and its
role in shaping relative sovereignty (Abdelrehim & & Toms, 2017; Decker, 2018; Godley &
Shechter, 2008).

1. Sovereignty and imperialism

It is commonly noted in the literature on the history of imperialism that empires allowed
provinces or colonies degrees of autonomy (Cain & Hopkins, 2002; Darwin, 2008; Doyle,
1986; Strang, 1996, p. 26). And it is widely observed that conceptions of sovereignty have
been fluid, partial, and subject to variability and change over time (Branch, 2012; Krasner,
2001; Longo, 2017; Strang, 1996). Indeed, the concept of exclusive territoriality that was
central to notions of sovereignty in the nineteenth century European states system, itself
emerged from colonial encounters in the preceding century (Branch, 2012). Similarly, it is
noted that the basic definitions of empire and imperialism conceive of [a] sovereignty that
is ‘controlled either formally or informally by a foreign state, placing sovereignty—or its
partial or complete absence—at the heart of what imperialism is conceived to be (Doyle,
1986, p. 30). Although colonial states within imperial systems might at first sight seem be
conceptually divergent from Westphalian notions of the sovereign nation-state existing in
aninternational states system, it is noted that‘[b]reaches of the sovereign state model have
been an enduring characteristic of the international environment. ... [m]utual recognition
has not always gone to juridically independent territorial entities. There has never been a
golden age for sovereignty’ (Doyle, 1986, pp. 30-47; Warner, 2001). Colonisation created a
complex international system that was simultaneously ‘at odds with the notion of a[n]
[international] society of formally equal sovereign states’ governed by a‘complex mixtures
of formal dependence, internal self government, and international personality’ (Strang,
1996, p. 24). Whether an occupied territory (i.e. colony) such as Sudan can be thought of
as possessing sovereignty is therefore primarily a question of degree.

To conceptualise this in this article we draw on four definitions of sovereignty. The first
is international legal sovereignty, expressed as mutual recognition between states. The
second is Westphalian sovereignty, expressed by the exclusion of external actors from the
territory. The third is domestic sovereignty, expressed as the state possessing authority
within its defined territorial borders. And the fourth is interdependence sovereignty, which
has been defined as ‘the ability of public authority to regulate flow of information, ideas,
goods, people, pollutants, or capital across the borders of the state’ (Krasner, 1999: 4).
These categories are useful because they provide a framework to discuss the ways in which
distributions of authority and control relate to state capacity, and in turn to sovereignty.
Here it is also useful to distinguish between authority (as legal, and de jure) and control
(as institutional, and de facto) in colonial contexts (Longo, 2017, p. 758). These are not
oppositional categories and in some cases can be mutually reinforcing. We will return to
these categories in the concluding section of this article as a means of organising our
discussion.
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At the beginning of the period under consideration here, shortly after establishment of
the Anglo-Egyptian Condominium in 1899, Sudan had the following sovereign attributes,
albeit subject to the overarching imperial context. In international legal sovereign terms,
where Mahdist period Sudan was not recognised as a legitimate state by the European great
powers, nor by Britain and Egypt, the creation of the Condominium internationally legiti-
mated the new legal entity. This was not mutual legal recognition of an equal state by other
states, but legal recognition of a subordinate kind. At this time Sudan had little meaningful
Westphalian sovereignty—the exclusion of foreign actors—as the Condominium Agreement
enshrined the power of both Egypt and Britain over Sudan; but, as already noted, it also
contained the seeds of conflict over this issue between the co-domini, and the Sudan gov-
ernment. Additionally, from the outset the British Foreign Office did not interfere in Sudan’s
internal affairs, and the Sudan government had a large degree of latitude to make policy
without recourse to either London or Cairo (Mollan, 2020; Kirk-Greene, 2000; Krasner, 2001).
It can be argued that Sudan had a large degree of domestic sovereignty at this time (the
ability for a state to control behaviour internally), in this case associated with significant
violence exerted by the colonial state (Berridge, 2012; Vaughan, 2014; Willis, 2003); but poten-
tially also by multiple layers of governance, that could include indigenous actors and insti-
tutions. And, in interdependence sovereignty, the Sudan government had relatively good
control of Sudan’s borders, not least because the British had subjected Sudan to an embargo
in the years before the invasion (Mollan, 2020, p. 23).

This points to three ways in which, even from the outset of the Condominium, Sudan’s
sovereignty was modulated by the colonial state. First of all, the loss of sovereignty was not
complete—underneath or beyond the reaches of the colonial state Sudanese life and power
continued to rest in the authority of Sudanese political figures and institutions. As David
Fieldhouse observed ‘alien [i.e. colonial] government never reached down to the roots of
society. Below the lowest level of foreign control there always survived indigenous units of
society and their traditional rulers and modes of self-government’ (see Fieldhouse, 1999, p.
79; West, 2001, p. 276). In the context of Sudan, this perspective is reinforced by the use of
indigenous authority by the colonial state to augment domestic control (Cell, 1999, p. 241.
On Sudan, see Clarkson, 2005, pp. 9-10, 19, 225; Leonardi, 2005). Second, the Sudan gov-
ernment was already somewhat independent within the British empire, and so different to
the colonies administered under the Colonial Office which were more subject to centrally
directed policies (Doyle, 1986, p. 33). This relative autonomy was not fixed, but subject to
change and development. And third, once created the colonial state was a locus of power.
The questions of what kinds of power it possessed, how this power was attained, and which
imperial institutions exercised this power is germane to this article. This can be thought of
as the ‘scale’ at which sovereignty can be said to have been exercised, and the emerging
contest, from the inter-war period onwards, between imperial and international conceptions
of legitimate sovereignty (Legg, 2009).

2. International business and the Sudan economy

In the early years of British rule, from 1899 to circa 1920, progress of the economy along
orthodox British colonial developmental lines proceeded falteringly (Daly, 1986; Mollan,
2020). However, by the mid-1920s the Sudan government established cotton as the primary
export commodity, and the centre of the economy (see Figure 1) (Bernal, 1995; Gaitskell,
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Figure 1. Cotton exports as percentage of total exports for Sudan.?

1959). Cotton was grown in the Gezira Scheme, a cotton plantation with three’partners'—the
government, a British domiciled company called the Sudan Plantations Syndicate who man-
aged the scheme, and tenant farmers. The nature of this relationship was to shape the polit-
ical economy of the colonial state and create a tension between the interests of each of the
partners. The Sudan government were the dominant partner since they were responsible
forand represented the tenant farmers and issued the Sudan Plantations Syndicate with the
concession to run the scheme. The tri-partite managerial structure was to be a critical factor
in economic decision making by the Sudan government (Mollan, 2020, pp. 83-105).I1n 1919
it was agreed that profits from the scheme would be divided between the three partners,
with the Syndicate receiving 25%, the Sudan government receiving 35%, and the tenant
farmers receiving the remaining 40%.' The Syndicate’s share of profits was reduced in 1925
to 20% in order to increase the share distributed to tenants to 45%.2

The Sudan Plantations Syndicate was formed in London by an American called Leigh
Hunt who had toured the Sudan in 1900 and had become enthusiastic about the commer-
cial possibilities for cotton growing. Hunt was an international business entrepreneur and
had previously owned and run businesses in Korea and the United States (Rand, 1989).The
company was not a syndicate in the normal meaning of the word; it was a limited liability
company. Founded as the Sudan Experimental Plantations Syndicate Ltd in 1904, it was a
speculative entrepreneurial entity with an initially small capitalisation of £80,000. In the
period before 1914 the attraction to the Sudan government of the Syndicate was its poten-
tial to access the London capital market for investment. In 1904, the Sudan government
granted Hunt a land concession of 10,000 feddans of land.#Thanks in part to capital invest-
ment by Wernher Beit, the Anglo-South Africa mining finance house, commercial cotton
growing was subsequently established in the Gezira. This was sufficiently promising that
by 1913, the Syndicate and the government were ready to proceed with the large-scale
irrigation and cultivation of the Gezira plain.> An agreement made between the Syndicate
and the Sudan government in September 1913 guaranteed the management of the Gezira
Scheme for ten years from the date of full operation of the scheme with a 5-year optional
extension, and the Syndicate began to invest further in buildings, irrigation canals,
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agricultural implements and built ginning factories needed for cotton growing.® During
the First World War the Syndicate continued to manage the embryonic scheme but the
effect of the war was to halt large-scale work on the project until 1919. In the immediate
aftermath of the First World War the costs of the scheme accelerated, and as is well known
the London capital market was less responsive to potential high-risk investments in the
British empire. Consequently, the debt required to finance the scheme could only be raised
with British government Treasury guarantees (Mollan, 2020, pp. 165-182). By the early
1920s the Sudan Plantation Syndicate had become central to commercial cotton growing
in Sudan, had developed a close working relationship with the Sudan government, and
had close connections to the end-users of cotton in the Lancashire cotton textile industry
via the British Cotton Growing Association (See Mollan, 2020). By 1919 the capital employed
by the Syndicate had reached £500,000. By 1925 the Syndicate had an issued capital of
£600,000 and an estimated market capitalisation of £5 million.” Work was eventually com-
pleted in 1924 when the Gezira Scheme became operational (Mollan, 2016). The land under
cultivation continued to be expanded until 1931 (see Figure 2). Both production and the
value of exports were volatile in the period to 1945 for reasons discussed below (see
Figure 3).

The creation of the Gezira Scheme impacted on sovereignty in three ways. First, it helped
to develop the economy, providing a vital source of government revenue without which
the Sudan government would have had less ability to act in relation to state spending. In
the 1930s, for example, government receipts directly from the Gezira Scheme frequently
accounted for over twenty percent of total government revenue.’ As the Sudan government
largely ran a balanced budget in these years, cotton revenue therefore accounted for approx-
imately the same share of government spending—typically about one-fifth. Indeed, given
the significance of cotton to overall exports, the government revenue from freight on both
exports and imports and tariffs on imports, were affected by the performance of the cotton
industry. In turn, this elevated the Sudan Plantations Syndicate to a central and strategically
significant role in the economic life of the state. No other business, domestic or international
was as important. Second, constructing the Gezira Scheme incurred an enormous debt that
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Figure 2. Land devoted to cotton growing in the Gezira (feddans).?
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Figure 3. Gezira Scheme production of cotton (tonnes) and value of cotton exports (£E). Left axis is
production, right axis is value.

had to be serviced. The debt was incurred by the Sudan government, but was guaranteed
by the British Treasury. Bond issuance occurred through the London capital market (see
Mollan, 2020, pp. 277-281).

Third, it brought Sudan into conflict with Egypt over access to the Nile Waters (see Collins,
1990; Tvedt, 2004). From early in the Condominium there existed tension between Egypt
and the Sudan as to the nature and direction of economic developmentin Sudan. In a report
written by the British Cotton Growing Association in 1906 they described the problem:

Until some arrangement can be come to with regard to the Egyptian government, by means of
which some of the water of the Nile is permitted to be used by the Sudan, no forward move-
ment will be made in cotton cultivation. ... Anything that is brought into competition with the
Egypt is regarded by the Egyptians with suspicion, so that the development of the former is for
a large part dependent on the favours of the latter. Water is insufficient in Lower Egypt during
the months when it is most required, and the carrying out of some scheme such as suggested
by Sir W[illiam] Garstin would rectify this, but the fact that Sudan would be made capable of
cultivating cotton on a large scale at the same time is looked on as dangerous to Egyptian
interests.”

Essentially, the question was whether the development of Sudan was better considered
as a legitimate end in itself even if at the expense of Egypt, whether plans should be inte-
grated to provide for the best interests of both countries, or whether plans to develop Sudan
should be suborned either partly or totally, being mainly inimical to the interests of Egypt.
This perspective amplified a political concern raised in 1910 by the British Cotton Growing
Association who observed that though Egypt had been keen to provide capital in Sudan
during the early years of the Condominium, up to 1910 ‘any proposal for providing capital
for developing cotton growing in the Sudan would certainly meet with opposition in Egypt.'
This problem was to provide the backdrop for considerable wrangling, between 1914 and
1919, after the initial plans for the Gezira Scheme had been accepted but before the delay
caused by war had ended and construction could actually begin. This can only be understood
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in the context of Egyptian economic development, specifically the development of its cotton
industry (Owen, 1969).

The development of cotton cultivation in Egypt was driven in part by the construction
of three major works of engineering after British involvement in 1882: the restoration of the
Delta Barrages in 1890, the construction of the Aswan Dam and Asyut Barrage in 1902, and
the construction of the Isna Barrage and the heightening of the Aswan Damin 1912.By 1917
it was considered that the future development of agriculture in Egypt rested on the con-
struction of several new engineering works.'? All of these required the increased use of Nile
waters. Thus, increased tension between Sudan and Egypt after 1914 was directly connected
increased scale of the water resources required for the Gezira scheme as envisaged by 1917
compared to 1914.'3 Critically, plans that favoured Sudan and were considered by some to
be hostile to Egypt’s interests were preferred by London for geo-political reasons. As Terve
Tvedt comments:

In London the government worked to weaken Egypt’s position in the Sudan and strengthen its
own. A formally independent Egypt, London calculated, would for geopolitical reasons be a
weak downstream state since its economic lifeline was transnational in character. (Tvedt, 2004:
96, 101)

In the tension between Egypt and Sudan over water rights, access to the Nile and control
over development plans, by 1919/1920 Sudan held primacy. More importantly, Sudan’s
developmental plans were preferred in a way that weakened Egyptian interests (Collins,
1990; Tvedt, 2004).

When cotton began to be produced by the scheme in significant quantities after 1924,
the Sudan government was placed in a position of risk since if the cotton were to perform
poorly, government revenue would be significantly reduced. This is what happened as a
result of the depression, when both the world price of cotton collapsed at the same moment
the cotton crop failed in 1930-1931 as a result of pests and disease (see Figure 4).'* Having
exceeded the world price of cotton in during the 1920s, the price of Sudanese cotton con-
verged with the world price and never re-achieved its premium (see Mollan, 2008).
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Figure 4. Sudan cotton yield (kantars per feddan) and Sudan cotton price (pence per Ib). Left hand axis
is yield, right hand axis is price.’
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This affected both the Sudan Plantations Syndicate and the Sudan government. Corporate
dividends had been substantial between 1926 and 1929. There had been 25% returnin 1926,
1928, and 1929 and a 30% return in 1927.In 1930 this fell to 10% and then zeroin 1931 and
1932 as the company made a loss.’® On the government side was the imposition of severe
austerity, slashing expenditure from £E 4.4 million in 1931 to £E 3.6 million in 1933,an 18%
cut to the government budget over two years (Daly, 1986, p. 457). After this the Sudan gov-
ernment took defensive steps to build up reserves to safeguard against similar bad fortune,
but the reliance on cotton as the main earner of foreign exchange and a key source of gov-
ernment revenue continued (Daly, 1991, p. 397; Sanderson, 1985, p. 104). The Sudan
Plantations Syndicate also returned to profitability, posting profits and continuing to pay
substantial dividends, but the depression had exposed the reliance on cotton to their pros-
perity. Attempts made by the business to diversify and to expand their investments failed.
Overtures to secure an extended concession from the state also failed (Mollan, 2020, pp.
129-132,192).

The concerns about government revenue contributed to the decision made in 1944 not
to renew the concession held by the Sudan Plantations Syndicate, though this was also
linked to a paternalist developmental agenda that had crept into the rhetoric and policies
of the Sudan Political Service by the 1940s."” Thus, the concession expired in 1950 at which
point the management of the Gezira Scheme was nationalised. This turn towards economic
nationalism was a form of transaction-cost saving by the Sudan government—the principal
modes of production within the economy were internalised within the institutions of the
state to maximise revenue, achieve greater levels of control over policy and to minimise the
risks to the state posed by adverse changes to the economy. As control was enhanced, so
was effective economic sovereignty.

3. Finance

The emergence of the colonial state of Sudan created new tensions as a result of overlapping
sources of power and contested territories. During the period of General Gordon in the
1880s, the Khedive of Egypt had a role in approving taxes, but other than that Gordon was
essentially autonomous and was reliant on tax revenue generated in Sudan (Moore-Harell,
2001, p. 89). So while Sudan continued to use the Austrian Maria Theresa dollar and some
other European currencies also used in Egypt (with specie based on silver), between 1877
and 1879 the fiscal systems of the Egypt and Sudan were gradually separated to a point of
almost total fiscal independence.’® The Mahdist period (1881-1899) led to the disintegration
of Sudan and the Egyptian state as any kind of unitary state. Partial re-integration was
achieved through the establishment of the Condominium agreement inasmuch as Sudan
was once more incorporated into a notional monetary union with Egypt (this time using the
Egyptian pound, which was part of the Sterling Area), but otherwise the Condominium
Agreement of 1899 left the issue of financial control vague.'® This was an feature of diplomatic
and legal subterfuge connected to duality of British interests in Sudan—as co-dominum
and the occupying power of Egypt, the other co-dominum. There was in effect only the
influence of different British political units. As was noted by The Economist in 1945:‘In fact,
the direction of policy and all the higher executive powers were in the hands of the British—
since the British were in control of Egypt herself’2° But this did not mean that the British in
Cairo were uninterested in what went on in Khartoum. As Lord Cromer indicated at the
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outset of the Condominium, although the ‘important question’ of financial control was
‘outside the [Condominium] Agreement. As it is probable that for some years the Sudan will
constitute a charge on the Egyptian Treasury it is manifest that some degree of control must
be exercised by the Egyptian Financial Department’?' This meant at the outset Egypt was
involved in the financial management of Sudan (Warburg, 1985, p. 50).

This led to tension between Cairo and Khartoum. An early example can be seen in a letter
sent by Lord Kitchener to Reginald Wingate during Kitchener’s brief tenure as Governor-
General of Sudan (19 January 1899-1822 December 1899). The issue was over the transfer
of budget surpluses from one year to the next. That little creature Gorst offered O’Leary to
give us the excess ... out of last year’s Soudan [budget] and then told Cromer that the
accounts were closed and refused to give it; Kitchener complained. He went on to say that
Gorst, at that time financial adviser to the Consul-General in Cairo, was

...a little liar. | know that the accounts were not closed... . Gorst is the meanest little brute |
have ever met, proposes all sorts of help and then leaves you in the lurch. We will have as little
as we can to do with him. [I]am very sorry Cromer backs him up as he is not and never has been
straight.??

Kitchener was later to see the relationship between Cairo and Khartoum somewhat dif-
ferently, and so was Eldon Gorst. In 1910 Gorst, by then the Financial Secretary of the Sudan
government argued that financial decisions should be taken in Sudan by the Financial
Secretary (i.e. himself) with Egypt limited to oversight and approval, despite that others in
the Sudan government—notably Wingate—were aware of the limitations of financial auton-
omy as long as Egypt continued to extensively fund Sudan through the subventions.?® At
the same time, Egypt wanted the prior subventions to Sudan to be treated as a debt to be
repaid and was eager to cease the payments altogether (though, in fact, this did not happen
until 1941 having been run down over the previous years?*). In 1912 Kitchener, by that time
Consul-General in Cairo, made clear the lines of power:

The Governor General should remember and note that a Sudan development debt to Egypt
exists, both as a principal and interest ... [ulntil these liabilities are discharged the supervision
and control of the Sudan budget by the Finance Adviser, and his concurrence in its provisions,
will be just as necessary and binding heretofore.?

Reginald Wingate was quite clear that Kitchener's desire to preserve the Egyptian influ-
ence was to prevent the loss of some power.?® Though most of the issues of dispute were
technocratic and of little strategic importance, the issue of control itself was a source of
considerable frustration for the Sudan government.[W]hat | really want to arrive at is to, so
to speak, grease the wheels and prevent these unconscionable delays, and at the same time
devise some system which will reduce the present friction between Heads of Department
and Administrations, Wingate wrote.?”” Nevertheless, this situation endured until the 1920s
when there began to be discussions linking geo-strategic security and the issue of Sudan’s
debt to Egypt.?®

In 1922 Egypt obtained a greater degree of independence from Britain as a consequence
of the declaration of independence in February of that year (Darwin, 1981). Egypt desired to
style the Khedive the ‘'King of Egypt and the Sudan’ (Mekki, 1953, p. 61). The issue of financial
control became part of the discourse related to Egyptian claims to Sudan and British ambitions
in the North-Africa/Red Sea zone. The right to repayment of capital used to develop Sudan
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was viewed as’legitimate and indisputable’ It was, however, also noted that financial advisers
in Cairo had'left the Financial Secretary to the Sudan government ... as the only British finance
officer with experience and knowledge of this situation’?® In reality much of the actual control
was exercised in Sudan by the Sudan Political Service even though, de jure, Egypt was meant
to have a decisive influence. For example, there is some evidence that British officials in Egypt
resisted the new Treasury guarantee of loans to Sudan in 1923, though all they were able to
do was to express their reservations through the Council of Ministers.3° However, these funds
and the development of the Gezira Scheme allowed London to press their claim also:

The British Government is also now a potential creditor of the Sudan government for over £E
14,000,000 so that it is no longer appropriate that the sole right of outside control should be
rested, as it is at present, in the Egyptian Government ... it should suffice for the Sudan govern-
ment to be subjected to the obligation merely of supplying full reports on its accounts and
finances ... [unless the government] defaults in respect of its obligations to either Great Britain

or Egypt.3'

The fourteen million referred to was the debt issued to finance the Gezira Scheme by the
Sudan government (guaranteed by the British Treasury). Issued as bonds the debt was, of
course, held by investors—not the Treasury—while the Sudan’s debt to Egypt was owed
directly to the Egyptian government.

Nevertheless, in 1924 Lee Stack wrote that’'HMG is committed to a policy of giving sub-
stantial support to economic development in Sudan and proceeding with the execution of
this policy without being in any way affected by recent disturbances or the Egyptian
demands’33 The assassination of Lee Stack, the Governor-General of Sudan, in 1924 and the
ensuing crisis compounded the change in the political and financial position of the Sudan
within the British empire: Egyptian troops and officials were withdrawn from Sudan (Mekki,
1953; see also Gifford, 2013). The sunk costs in developing the Gezira Scheme and the massive
debts incurred, meant that the British government in London was effectively tied to the
plans for the development of the economy, as the extract of a 1924 report makes clear:

[Ilt is inconceivable that under any circumstances the works should now be abandoned. The
Scheme has proceeded so far and its importance - direct and indirect — to the future of the
Sudan are so manifestly important that nothing but the certainty of great financial failure
would justify abandonment now.3*

1924 was therefore the critical moment after which the claim of Egyptian influence over
Sudan significantly diminished. Egypt’s financial role had been diluted, largely as a result of
inertia, local practicality, and the effect of the assassination of Lee Stack.3*> Though the Foreign
Office position was to include Egypt in decisions about Sudan, albeit mediated by the British
authorities, it is clear that Sudan was increasingly independent of Egypt.36 The debt Sudan
owed Egypt was eventually fixed at £E 5,200,000 to be repaid at a suitably vaguelater date’”

The issue of the continuing debt owed by Sudan to Egypt does not clearly resolve itself in
the sources because the issue itself appears to have been perpetually deferred. In March 1930
the British Financial Adviser to the Egyptian government reported that no settlement was
likely to be made regarding the debt prerequisite to a broader constitutional agreement,
reporting later in the year that the issue was to deal among other issues with such matters as
stores handed over to Sudan in 1924 as they were abandoned by the Egyptian Army.38Though
at first sight trivial, these issues were so complex that one Foreign Office correspondent
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commented that'when the question was last considered in 1926 it was agreed that the matter
was so complicated and difficult to solve that it was desirable to postpone a settlement for as
long as possible’ There was a danger that the longer this went on the more difficult the com-
peting claims would be to resolve, but there was 'no question’that Sudan would immediately
be able to pay the sums of money involved, rather this would have to be added to existing
debts.> Estimates of the overall value of this debt at this time varied from between five million
to forty-five million pounds. Sidky Pasha, the Egyptian Minister of Finance, was reported to
have commented that he would be very glad to settle for five million, indicating that at the
time of the depression Egypt had no great hope over recovering larger sums of money.*°

In 1934, refinancing of the Gezira debt was undertaken using legislation introduced to
allow the conversion of loans ‘raised by certain foreign governments, by companies and by
pubic utility undertakings’in order to diminish the risk of default on loans underwritten by
Treasury guarantee.*! This reinforces the notion that Sudan was treated as a separate and
independent state for the purposes of financial diplomacy and this marks the enduring
situation from the mid 1930s onwards. Thereafter there was no further significant re-
definition of the status of Sudan, up to and including the 1936 negotiations with Egypt
which eventually decided to pass on the issue of Sudan’s status, and notwithstanding that
in 1937 Francis Rugman—as the delegate of the British Government—successfully negoti-
ated that Egypt’s advances to the Sudan should continue to be considered as loans, there
was no substantive alteration.*> Writing in 1942, J.W. Cummins noted that ‘Constitutionally
and basically, the control of the budget and the finances of the Sudan are in the hands of
the Governor General's Council'®

The problem for the Sudan government during the drastic retrenchment of the early
1930s was the risk of default on the loans: ‘there is a serious danger that the Sudan govern-
ment may have to call upon His Majesty’s Treasury to implement the British guarantee of
our loans within the next few years. It is conceivable that this may not be enough but that
we might have to ask for further help'* This reflects an earlier worry that‘the interest of the
Treasury in the finances of the Sudan is very large and the potential claim for more direct
and complete control is possible’*> During the depression this risk was acute. In 1933 the
Financial Secretary of the Sudan, H.E. Fass, wrote that if the events of 1930-1931 were
repeated Sudan would ‘have to face another retrenchment campaign which would involve
not only the standard of every service but the whole basis of our civil and military adminis-
tration’ He went on to comment that there was a risk of an ‘inevitable default on our obli-
gations’that might lead to a‘drastic alteration of the whole basis of administration’*® Given
the importance of not defaulting and meeting the obligations of debt, the very real risk for
the Sudan government in the 1930s was that financial failure would be followed by a rapid
constitutional change in favour of Egypt.

Consequently, as long as there was no default on the Treasury guaranteed debt that might
require funds direct from the British Government in London, or from Cairo, Sudan was able
to maintain a large degree of financial autonomy. And there was no default on this debt.
Sudan made its sovereign debt repayments to its creditors uninterrupted by both the Second
World War and by decolonisation (see Figure 5).

By pursuing fiscal autonomy and the avoidance of default, the Sudan Political Service
therefore pursued their own conception of Sudan’s national interest—in line with politi-
cal-historical analysis elsewhere—'with stubborn determination against the instructions
(and interests) of both Egypt and Great Britain’ (Hanes, 1992: 248). To this we can also add,
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Figure 5. Total Sudan government British Treasury guaranteed debt (£), 1930-1973.4

it was also against the interests of international business in the form of the Sudan Plantations
Syndicate—albeit eventually, towards the end of the period covered in this article. The
importance of cotton exports to government revenues across this period meant that there
was a contingent link between control over cotton production and the ability of the Sudan
government to exert de facto sovereignty in respect of its external debts. In turn, this pro-
vides wider context for the decision by the Sudan government to strip the Sudan Plantations
Syndicate of its concession in 1944 which became effective in 1950 (Mollan, 2020, pp.
211-221).

4. Conclusions

In this article, we have shown how the colonial state in Sudan gradually asserted greater
control over international business and by extension the wider colonial economy, and
over state finances. We have argued this enhanced state-capacity and increased the rel-
ative level of sovereignty of the state, initiating greater separation from Egypt, and even-
tually greater independence within the British imperial system. In the introductory sections
of this article we identified four types of sovereignty that can be used to explore in more
depth how this changed over time, in respect of the areas which this article has covered.
The first was international legal sovereignty, expressed as mutual recognition between
states; and the second was Westphalian sovereignty, expressed by the exclusion of external
state actors from the territory. In respect of these two categories we see that through by
strengthening control over the export-oriented part of the economy and securing the
sources of fiscal revenue, and through a gradual process of financial separation from Egypt,
Sudan enhanced its sovereignty in both these areas. Over time, the Sudan government
was increasingly able to strike its own relationships with external counter-parties, or
decline to renew them (as was the case with the Sudan Plantations Syndicate concession)
without influence or intervention from the British Foreign Office, the British Treasury, or
the Egyptian government in Cairo. The third type of sovereignty identified was domestic
sovereignty, expressed as the state possessing authority within a territory, often associated



BUSINESS HISTORY 15

with the domestic monopoly of violence. In respect of this type of sovereignty, the direct
influence of the changes to the position of business and finance discussed here are some-
what limited, except as a source of revenue to support the state institutions that exert this
authority. And the fourth type was ‘interdependence sovereignty;, which is defined as
control over borders, more broadly understood to include cross-border flows of things
such as information, goods, capital, and people. Here in particular there was a strength-
ening of sovereignty with reference to the ability of the Sudan government to control the
main export industry—cotton-growing—and to begin the process of nationalisation and
capital divestment with reference to the Sudan Plantations Syndicate and its role as an
investor and manager of the Gezira Scheme. This also provides a small but noteworthy
contribution to the historiography of the British Free-Standing Company, by confirming
that concession-based international businesses that owned immobile assets were vulner-
able to nationalisation—one of the reasons suggested for the decline of FSC corporate
form in the mid-twentieth century (Mollan, 2018; Wilkins, 1998).

By increasing control over international business, the economy, and finance, the colonial
state institutionally changed the position of Sudan within the imperial system, and as such
demonstrated sovereign agency. This arguably made decolonisation more likely. This article
therefore complements existing accounts of the decolonisation of Sudan (Young, 2018;
Sharkey, 2003) by providing a longer-term perspective on the relative strength of the caus-
ative factors of imperialism (namely international capital/international business, and the
financial and political interests of both Britain and Egypt) to have a lasting but gradually
ossifying influence over the colony. This also speaks to the deeper processes of disintegration
that beset the whole British imperial system, especially after 1945.

In addition to this historiographical contribution, we can also draw a number of specific
conclusions in relation to the nature of the imperial system in North Africa, germane to the
topic of this Special Issue. As the British empire began to draw towards decolonisation,
different institutional actors within the imperial system competed with each other. At the
level of state-actors, the Sudan colonial state became increasingly separate from Egypt over
time (explored here with reference to financial control), which is also consistent with the
interpretation that the colonial Sudan government was able to pursue policies in the interests
of Sudan (as they saw them to be) relatively independent of the imperial government in
London as well. In this we can begin to see the emerging ‘international’ order of what was
to become the post-war international states system, which—in the pre 1940 period—was
in contrast to the ‘imperial’ system of governance.

At the level of international business, the Sudan government became less hospitable and
more interventionist as it pursued control over the vital cotton-growing assets—in marked con-
trast to the notion that British colonies were receptive and supportive of business (see Cain &
Hopkins, 2002). This provides insight into the dynamic and fluid nature of the British empire in
the Middle East and, especially, North Africa at this time. Power shifted both within Sudan, and
between Sudan and its immediate neighbour, Egypt. These things were linked and were part of
a conscious set of policy decisions to enhance the power of the state—in this case at the expense
of British international business in Sudan, and Egyptian political influence. Furthermore, these
changes provided the future nation-state with structures and institutions that survived beyond
the colonial period. The choices, structures, and routines of power of the coloniser therefore
became part of Sudan’s future, with all the problems that path-dependence and the focus on a
cash-crop might bring (see Mollan, 2020, pp. 201-240; Young, 2014, 2017, 2018, 2021).
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