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1

INTRODUCTION

This book treats one of the most central political and economic

issues of our time: the relationship between the political and eco-

nomic processes in the less-developed countries of Asia, Africa, Latin

America, and their outlying islands, and the developed capitalist

countries of Western Europe, Japan, and North America. The
effect of the latter on the former and its manifestations in recurrent

movements and crises have filled the news in the post-World War II

period, especially since the days of the war in Vietnam. The in-

dependence movement in India, the Communist-led revolution

in China, the struggles of the Vietminh and National Liberation

Front in Vietnam, the nonaligned movement, Algeria, the Cuban
Revolution, the wave of guerrilla movements and their violent

suppression in Latin America, the coup d'etat and bloody massacre
in Indonesia, tragedy in Cambodia, the victory of pro-Communist
forces in Angola, Rhodesia-Zimbabwe, South Africa, Ethiopia, and
the Horn of Africa, the Shah and Khomeini in Iran, and Afghanistan

only be understood within the framework of imperialism.

The processes and structures treated in this book are not new,
ough they are in constant transformation. The West long took

for granted its relationship with the less-developed regions of the
earth. Consequently little public attention was given to them, but
they have now forced themselves to the center of world history. The
United States, the USSR, and China as well as Japan and the major
Western European countries are all vitally involved in impacting
and attempting to influence the course of developments in these

eas because of their central and growing importance to the future
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of all countries. While in Europe and North America very little

in the way of fundamental change has occurred since World War 11,

the less-developed countries are in radical transformation. The

forces acting on the uncertain structures of these countries are

producing contradictory and radically different effects throughout

the less-developed world: military dictatorships of the Right that

violently repress their people; Communist-led revolutions and

religious or nationalist inspired attempts to seek a middle way

independent of both superpowers; coups and countercoups; revolu-

tions and counterrevolutions; drifts to the Right, convulsions to

the Left; military interventions; economic and diplomatic pressure;

coalitions and regroupments. The impact of the advanced countries

and internal domestic flux are central facts of life throughout Asia,

Africa, and Latin America.

This book is an attempt to systematically analyze the nature of

the relationship between the advanced capitalist countries and the

less-developed countries, to comprehend the long-term changes in

that relationship over the last 500 years, and to understand the

effect that this relationship has on both the less-developed and the

developed countries. In an attempt to grasp the phenomenon of

imperialism, this book systematically treats two of the principle

theoretical traditions that have evolved over the last 100 years:

orthodox Marxism and Marxist-influenced dependency theory

(such as that associated with the journal Monthly Review). The

sharp contrasts between these two schools on virtually every ques-

tion having to do with the nature of imperialism are discussed. In

good part the balance of the book attempts to come to terms with

these two approaches, bringing the available evidence to bear on a

differentiation between them.

Central attention is given to the qualitative transformations

that have occurred in imperialism since 1500. It is argued that

there have been four distinct stages in the relationship between the

"core" or "metropolitan" countries of Western Europe (and later

North America and Japan) and the "peripherial" countries of Asia,

Africa, and Latin America. During each stage there have been

different dynamic or motive forces behind imperialism, different

mechanisms of imperial control or domination, different relative

effects on economic development in the two regions, and very

different effects on class structures, especially in the less-developed

areas.

The debate among the competing theories of imperialism in part

centers on the question of the motive force of imperialism. Is it

the necessity to export capital in order to guarantee economic
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prosperity (or the capital accumulation process) in the advanced

countries? Is it the necessity to secure raw materials for the techni-

cally advanced industries? Is it to support "democratic forces" and

assist economic development in the less-developed countries? Is it

to defend against an expanding "Communist threat" to the advanced

capitalist countries? Is it driven by the transnational corporations'

pursuit of profits? Further, what is the relationship between the

economic interests of transnational corporations in the less-developed

countries and state policy in the developed countries toward the

less-developed countries? These issues are examined in Chapters

5 and 6.

Another important question has to do with how the advanced

countries are able to exercise power over the less-developed countries

in the postcolonial period of formal independence. Chapters 6, 7,

and 8 systematically treat the military, economic, and ideological

mechanisms of domination, showing their interactions and changing

role over time.

Probably the most controversial question this book treats, and

the question that has generated the most energetic and polarized

debate both among those influenced by Marxism and those influential

with the governments of the nonrevolutionary less-developed coun-

tries, is the question of the effect of imperialism on the economic
development of the poorer countries. Do transnational investments

and loans result in a net transfer of resources and wealth from the

developed to the less-developed countries, as both pre-1928 classical

Marxism and mainstream Western economics argue, or does it result

in the opposite, the transfer of wealth from the poor to the rich

nations, making the poor poorer and the rich richer, as the depen-

dency tradition as well as much of post-1928 Marxism have argued?
Does imperialism induce the rapid industrialization of the less-

developed countries because of low wages and higher profit oppor-
tunities there, or does it block such industrialization in order to
limit competition with the industries of the core? Chapters 9 and 10
attempt to resolve these issues with a careful examination of the
evidence assembled in recent decades largely by the United Nations.

Related to the questions of the transfer of resources and wealth
within the world system and the effect of imperialism on economic
development and industrialization is the question of the impact
of these processes on class formation in the less-developed countries.
This question has important implications for the question of who are
the agents of change and who are the agents of conservation in these

countries. Some maintain that the less-developed countries' class

uctures are still dominated by essentially "feudal" or "semifeudal"
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landlords in coalition with urban commercial wealth thoroughly tied

to foreign capital, and thus, that the development of distinctively

capitalist class relations is greatly retarded. Others argue, to the

contrary, that the massive investments of the transnational cor-

porations are producing the rapid growth of both local capital

and industrial workers. Some maintain that the blocking of the

industrialization process of the less-developed countries results in

especially oppressed peasantries and marginal urban populations,

becoming the principle forces behind radical change in these coun-

tries. Others believe that the rapid growth of industry results in the

working class playing this role. Still others feel that either the

urban middle class, the "national bourgeoisie" (local independent

capitalists), or "modernizing elites," such as the Shah or the military

rulers of Brazil, play this role. These questions are examined in

Chapters 11 and 12.

Finally, in the last two chapters I examine the advanced capitalist

countries and their relationship to imperialism. Do working people

in the advanced capitalist countries benefit economically from

imperialism—or do they lose? Do some segments of the class structure

gain at the expense of others? Is the class structure of the developed

countries distorted because of imperialism? These are the topics

treated in Chapter 13. The trends in the relative economic and

political position of the United States in relation to that of the other

advanced capitalist countries of Europe and Japan (as well as to the

USSR) are systematically treated in Chapter 14. Is the United States

maintaining the overwhelmingly preeminent position it gained in

World War II? Or is its position deteriorating to that of just another

developed country? Does it dominate the other advanced capitalist

countries, integrating them into one "superimperialist" metropolis?

Or is there likely to be growing competition or "interim perialist"

rivalry among them—a rivalry that could one day once again raise

the possibility of a third round of war (such as 1914-18 and 1939-

45)?

In the concluding chapter the relative strengths of the two
different theoretical traditions are summed up. It is concluded that,

for the most part, the ideas of Lenin, with some very important

exceptions, such as his theories of the dynamic of imperialism and

the aristocracy of labor, account fairly well for present-day reality.

In fact, in many ways these ideas seem to be more appropriate in

the post-1960s world than previously.

Future political developments in the less-developed countries

are projected, with the conclusion that events in countries like

Vietnam, Cuba, Angola, Ethiopia, and Iran are omens, that what

INTRODUCTION / 5

has occurred in these countries is likely to also occur throughout the

less-developed world, and that attempts to "modernize" such as

attempted by the Shah of Iran, the royal family in Saudi Arabia,

Sadat in Egypt, and the military dictatorships of South East Asia

and Latin America are inherently contradictory and will collapse,

with these countries then following the course of Cuba or Iran.

Last, the options of imperialism, specifically the foreign policy

options of the U.S. state, in attempting to contain and channel

economic and political developments in the less-developed countries

in the interests of the U.S. transnational corporations are examined.

It is predicted that the policy of "imperialism with a human face"

which stressed "human rights," tolerance toward divergent paths

of development, and downplayed military intervention, which

dominated U.S. foreign policy in the post-Vietnam era (policies

associated in 1978 and 1979 with Andrew Young and Cyrus Vance),

has run its course. A return to policies of more active intervention

such as characterized the pre-Vietnam era (policies in 1979 and 1980
associated with Henry Kissinger, Zbigniew Brzezinski, the Committee
on the Present Danger, and those around the Rockefeller family, and
in 1981 with Ronald Reagan, Alexander Haig, and Jean Kirkpatrick)

are likely to be prominent for some time.

DEFINITIONS

Before we can proceed further the key concepts that recur
throughout these pages must be carefully defined so that it is clear

precisely what is being discussed. Much confusion and many false

debates have ensued because people have used terms differently.

There are enough real issues that divide those who study imperialism
to encourage studiously avoiding those false questions that stem
from semantics rather than reality.

In this book the term imperialism is used to mean the domination
of one country by another in order to economically exploit the
dominated. The concept of imperialism, then, has two components:
first, domination—military (direct or indirect), economic, or ideo-
logical, and second, exploitation—through trade, investment, or
plunder. By exploitation is simply meant the appropriation of part
of the wealth or "economic surplus" of the dominated country by
economic interests based in the dominating country. It does not
necessarily imply the transfer of the dominated country's wealth to

?e dominant country. Nor does the term differentiate between
'fair" accumulation of wealth (justified perhaps by rapid economic
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growth, "free contracts" or "reasonable" wages, taxes, or royalties)

and "unjust" appropriation. It simply means the appropriation of

one country's wealth by enterprises based in another. Imperialism

typically involves the exploitation of the producer or working

classes in the dominated country by economic interests based in the

dominating country. Imperialism can be associated with any type of

society, i.e., it is not historically specific to either capitalism or

precapitalist empires.

Among some Marxists the term imperialism is used synonymously
with the terms "late capitalism," "the world capitalist system,"

"capitalism on an international scale," "state monopoly capitalism,"

or "advanced capitalism." Such usage is based on Lenin's book
Imperialism: The Highest Stage of Capitalism, in which he uses the

term in this way. However, Lenin did not mean to actually define

imperialism in this sense. He actually employs the term in a manner
very similar to that used herein. For example, Lenin talks about
"capitalistic imperialism" and argues: "Colonial policy and imperial-

ism existed before the latest stage of capitalism, and even before

capitalism. Rome, founded on slavery, pursued a colonial policy

and practiced imperialism" (1917, p. 776). Lenin subtitled his

influential work on imperialism in the way he did in order to under-

score the very important point that advanced capitalism operates on
a world level inherently and necessarily generating imperialism.

Contemporary discussions of imperialism usually focus on the

relationships between the most economically advanced and militarily

strongest countries (in the last few centuries the countries of Europe
and North America, and more recently Japan) and the poorer and
militarily weaker areas of most of Central and South America, Africa,

Asia, and their outlying islands. With the primary exception of Nazi
Germany, most imperialist activity in the post-World War I period

has, in fact, centered on the domination and exploitation of Asia,

Africa, and Latin America by the advanced capitalist countries.

However, it must be stressed that imperialism is not limited to

the relations between the core and periphery of the world capitalist

system. One advanced country can just as well dominate and exploit

another advanced country—as a good case can be made that the

United States does to Canada or perhaps that Anglophone Canada
does to Quebec. The brutal imperialism of Nazi Germany in the

1937-45 period, which centered on the domination and ruthless

exploitation of the relatively advanced countries of Europe, gives

eloquent testimony to the continued reality oi such manifestations

of imperialism.
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Nevertheless, this volume treats only the imperialism of the
advanced capitalist countries in relation to the less-developed coun-

tries of Asia, Africa, Latin America, and their outlying islands. Such
a limitation of the topic is justified by the centrality of this particular

form of imperialism in the post-World War II period, and especially

by the rapid and radical changes that this form has been inducing in

the less-developed countries in the last generation—changes that cry

out to be understood.

The term economic development refers to the state of the means
of production in a society. The more productive (the greater the
output per worker) a society's technical base, the more developed
is an economy. The concept of economic development can be
employed in either a relative or in an absolute sense. In the relative

usage, those economies that at any given point in time are more
advanced than others are considered to be "developed." Thus,
Great Britain can be considered to have been a "developed economy"
in 1850 (in comparison to the rest of the world) even though the
development of its productive forces at that time was below that of
many of the "less-developed" countries in the latter part of the
twentieth century. The term economic development can also be
used in an absolute sense to refer to a specific economic state defined
by such a fixed criterion as the level of the productive forces that
allows the satisfaction of the basic needs of all people for an ade-
quate diet, shelter, education, health care, and so forth; in other
words, such a high level of wealth that there need no longer be
bickering over scarce resources. In this book the term is generally
used in the first, or relative, sense.

The term economic development should not be confused with
the concepts of "industrial economy" or "integrated economy."
'Industrial" describes an economy, no matter how advanced or
backward its technology, or how high or low the level of satisfaction
of people's basic needs, in which the manufacturing sector is pre-
dominant. An economically developed country could be either
predominantly industrial (West Germany, East Germany, Belgium,
England) or predominantly agricultural (New Zealand) or even
predominantly centered on the "service," commercial, or financial
ector (as Lenin argued about England or as some argue the United
states is becoming).

ir ]
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omics. Luxembourg and New Zealand are as developed as the

United States or the USSR (as indeed are Pittsburgh and Iowa)

in spite of the concentration of their economies on either industrial

or agricultural production and their reliance on imports for the

things they do not produce.

Defining economic development in terms of level of economic

integration instead of by the level of the forces of production in an

economy would result in absurdities such as grouping Luxembourg

and Pittsburgh together with Guatemala and Ghana as less developed.

It would also result in grouping feudal Europe or pre-Hispanic

Mexico or Peru together with the United States and the USSR and

China during its Cultural Revolution as developed. This is because

the former are highly dependent on external inputs into their one-

sided economies while the latter are highly self-sufficient.

Good empirical measures of the state of the productive forces of

an economy (i.e., the level of economic development) include the

level of steel or energy consumption per capita. These measures

reflect a society's general consumption standards and production

levels because steel and energy are inputs into such a wide range of

consumption and production goods and processes. Energy use per

capita might perhaps be the better indicator of the two because it

directly reflects the capacity of human beings to control their

environment—a close approximation to the everyday language

connotation of the term "development." However, in practice it

is not easy to obtain reliable or detailed statistics on energy con-

sumption for the less-developed countries. Rather, more reliable

and certainly more detailed statistics are kept by governments

and international agencies on national income and related money

measures of economic development. These latter indicators can,

in practice, be used as fairly reliable measures of the level of the

forces of production since they reflect both average consumption

levels and the accumulation of capital.

There are, however, some problems with defining economic

development either in terms of energy use per capita or national

income per capita (gross domestic product, GDP, or gross national

product, GNP). One serious problem is that a high per capita level of

wealth says nothing about the distribution of wealth. A country

in which wealth is virtually equally distributed could have the

same GDP per capita as one in which 5 percent were extremely

wealthy and the other 95 percent very poor. An uncritical use of

GDP per capita to capture the concept of economic development

could result in concluding that Saudi Arabia is as developed as

France or that Venezuela is as developed as Czechoslovakia because
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the GDP per capita of each is similar, even though only relatively

few receive most of the benefits of the national wealth in the former

cases, while the consumption standards of the average people are

higher in the latter.

However, to argue that countries in which the benefits of wealth

do not accrue to the majority of people cannot legitimately be

considered as undergoing economic development (and hence that

growth of GDP per capita is an inadequate measure of rate of de-

velopment) is not valid. The consistent application of such an

argument would lead one to deny that economic development

occurred in Great Britain between 1750 and 1850 because the

condition of the working class did not improve during that period,

or that economic development did not occur in the 1930s in the

Soviet Union, a period in which its working people made great

sacrifices for the sake of industrialization. The fact that Brazil or

other less-developed countries have not improved the living standards

of their working people may well be reprehensible (and may well

serve as the basis for revolution in such countries), but it most

definitely is compatible with the economic development of these

countries in the same sense of that term as it is generally applied to

Great Britain and the Soviet Union during their periods of indus-

trialization.

The term capitalism is applied to those societies in which the

dominant relations of production are between those who own or

at least fundamentally control the means of production (factories,

mines, fields, and so forth) and those who do the physical work of

wage labor. That is, wealth is accumulated by the relatively few who
control the physical forces of production by purchasing the labor

power of those who do not themselves have sufficient means of

production to survive on their own. In capitalism the working class

is both free to quit and to seek work from whichever employer is

willing to hire and free from having any significant rights in the

means of production (and who can thus be relatively easily fired).

Capitalist relations of production are demarked from feudal,
slave, socialist, and preclass patriarchal or tribal relations of produc-
tion. In feudal societies the predominant relations of production
are between those who own the most important means of production,
the land, and those who are compelled, typically by law, but perhaps
by equally effective informal or traditional mechanisms, to work
he land, but who themselves also have certain rights in the land

they cannot be forced off the land, have the right to farm a
6*ven acreage, as well as to water, wood, pasture, and so forth).
n slave societies the primary relations of production are between
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those who own the bodies of the producing class and the slaves who
have no economic rights, not even rights over their own bodies.
Socialist societies are those in which, in some fundamental sense,
the majority of working people, in the last analysis, have essential
control over the means of production, and thus there is no division
between an exploiting and exploited class. In tribal (patriarchal
or equalitarian) societies well-formed classes have not developed,
and although there may be significant social and even economic
inequality in consumption levels, there is no systematic exploitation
or domination of one class by another.

There is a wide variety of terms employed to describe the majority
of countries of Asia, Africa, and Latin America. "Third world,"
"undeveloped," "backward," "colonial and neocolonial," "under-
developed," "developing countries," "the South," and "periphery"
have all been in common usage. Each of these common terms has
connotations, if not direct theoretical implications, that are best
avoided in analyses that do not want to prejudge the basic theoretical
questions which divide those who study the phenomena of im-
perialism.

The concept of developing countries that is most common in
the Western capitalist world and among the ruling groups of the
more conservative countries of Asia, Africa, and Latin America
carries with it the direct implication that such countries are in fact
"developing." Use of this term implies a certain theory of "develop-
ment" that prejudges what is in fact most problematic. The term
"underdeveloped" has the opposite theory implanted within it
The inference from this concept is that the relationship with the
developed countries "underdeveloped" the countries of Asia, Africa,
and Latin America, causing an even greater gap between the two sets
of countries.

The term backward suggests that such countries are inferior in
all regards, not just in having less-developed productive forces. It
may well be that people in such backward countries have stronger
cultural traditions, better functioning family forms, a more nutri-
tious diet, and more leisure time than most people in the West.
Undeveloped implies that a country exists in something like a pristine
state, more or less unimpacted by imperialism, either in a forward
(as implied in "developing") or backward (as implied in "under-
developed") direction. The use of colonial and neocolonial, the
preferred terminology in the international Marxist movement through
the 1950s, is outdated because formal colonialism has become
virtually extinct since 1975. Further, the term neocolonial implies
that the relations between the old colonial countries and the ex-
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colonies are essentially little different from classical colonial relations
It further might be taken to suggest that although the actual mechan-
isms of control may be different, the effects of imperialism on the
countries of Asia, Africa, and Latin America are the same now as
they were when they were formal colonies.

The term third world, which was very popular in the 1960s
in both nationalist and Marxist circles, has, in the post-Vietnam
period become popular in the more liberal imperialist circles of the
advanced countries. This term carries with it strong implications of
the fundamental similarities of such countries with one another
and their common differences with the first world and the second
world. Sharp struggles have broken out among Marxists in the 1970s
about this term, with the Chinese Communist Party arguing strongly
for the validity of its implications and Albania arguing just as strongly
against. Exactly which countries are in the first, second, and third
(and most recently fourth) worlds varies in different conceptualiza-
tions, but all imply that those grouped together are in essence more
alike than those in other "worlds." Originally, and still in the most
common Western usage, first world refers to the developed capitalist
countries of Europe, North America, Japan, and Australasia; the
second world, the developed socialist countries of Eastern Europe
and the USSR; and the third world, the poorer countries of Asia,
Africa, Latin America, and their outlying islands, whether or not
they are capitalist, socialist, or something else. This notion, of
course, implies that the shared poverty of the socialist, capitalist,
and other poorer countries is more fundamental than the relations
of production they share with the first and second worlds, and thus
that they share a common interest against the other worlds. This
conceptualization implies that the Shah's Iran, Paraguay, China,
and Castro's Cuba have more in common than Iran has with the
United States or Cuba, or China with the USSR.

There are two important variants of the specification of who is
jn the first and second worlds. The Chinese in the 1970s placed the
United States and the USSR together in the first world of "the two
superpowers." They saw these two superpowers as the "principle
enemies" of the third world (composed of all the poorer countries),
hey thus redefined the second world to include all the capitalist
"a socialist countries of Europe together with Canada, Japan,
ustraha, and New Zealand, which they saw as having interests
termediate between those of the first and second worlds, and
no could thus, under some circumstances, be allies of the third
oriel (led by China) against the first world. (Consistency in the

-l»«Us would seem to imply that the Chinese would have to further
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reclassify the United States, shifting it from the first world to the

second.) Another variant of the "three worlds" mode of classifica-

tion was common in liberal imperialist circles in the West in the

later 1970s. While the old hard-line U.S. policy of John Foster

Dulles and his successors tended to define the world in terms of

friends and enemies, leaving little room for "nonaligned" or neutral

nations such as India, in the post-Vietnam period neutrality, or

the middle road between socialism and the path of the advanced

capitalist countries, has come to be acceptable. Thus the first world

as in the original version meant the advanced capitalist countries,

but the second world came to be all the socialist countries such as

Vietnam and Cuba and the third world came to mean only the

nonsocialist countries of Asia, Africa, and Latin America.

Of late, still other concepts, such as "North-South" and "fourth

world," have gained popularity, especially in more liberal pro-Western

circles. By fourth world is meant the poorest of the poor. Those

virtually "without hope," whose conditions are allegedly qualitatively

worse than the third world, e.g., Bangladesh. The North-South

dichotomy represents a collapsing of the first and second worlds in

the original three worlds classification (i.e., grouping the advanced

capitalist and socialist countries together against the poorer capitalist

and socialist countries). This classification implies that the United

States and USSR have more in common with each other than either

does with the less-developed countries. The expression North-South

is a 90-degree rotation of the East-West dichotomy.

The term periphery, although perhaps less objectionable in its

implications to some, carries with it the implication that the develop-

ments in Asia, Africa, and Latin America are essentially determined
by the logic of the metropolitan core. Use of this term thus tends to

downplay the role of autonomous forces that have their basis in the

poorer countries.

In order to avoid the prejudgment of key theoretical issues, the

term less-developed countries is generally used in this book to

categorize the poorer countries of Asia, Africa, and Latin America.

This term is employed in spite of certain clinical overtones because

it merely describes the state of the forces of production in these

countries. For the most part, this book will deal with only the

less-developed capitalist countries, including those that might still

have remnants of precapitalist, feudal, or tribal relations of produc-

tion. In addition to the problems associated with what to call the

developed and less-developed countries are the more important

problems of, first, what exactly are the boundaries between the

poorer countries of Asia, Africa, and Latin America, i.e., what is the
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operational definition of a less-developed country, and, second, does

it make sense at all to dichotomize the world into the developed

and less-developed economies. These problems are illustrated by
such facts as the GDP per capita of some countries that are generally

grouped with the less-developed countries being higher than the GDP
per capita of some countries generally grouped with the developed
countries. For example, the GDP per capita of Venezuela in 1975
was $2,440; Puerto Rico $2,867; Singapore $2,507; and Argentina

$1,934; while the GDP per capita of Greece was $2,300 and Portugal

$1,558. The former group of countries is usually lumped with such
countries as Ethiopia (S97 a year), India ($146), or Bolivia ($445);
while the latter are usually classified with the United States ($7,148)
or Sweden ($8,453). Some authorities such as Immanuel Wallerstein

(1979) have attempted to address this problem by trichotomizing

the capitalist world system into a core, periphery, and semiperiphery,
this latter category apparently containing both the poorer European
countries and the better-off countries of Latin America and Asia.

Others have presented a similar idea in differentiating between the
third world and the fourth world.

In fact, there is no sharp dividing line between the developed
and the less-developed countries such as exists between Asia and
Africa (i.e., the Suez Canal). As in most social science categories,
there is a continuous boundary (e.g., age, political attitudes, control
over the means of production, and so forth). Conceptualizations
that lack sharp boundaries can, nevertheless, express fundamental
qualitative differences. This is true even when the boundaries of
each qualitative category (e.g., young vs. old, radical vs. conservative,
worker vs. new middle class) are blurred and subject to legitimate
debate. It is as legitimate to argue whether Argentina, Puerto Rico,
Greece, and Portugal are, or are not, in essence less-developed coun-
tries, as it is to argue whether or not a person at 40 years is "old"
or 'young," a Social Democrat is a radical or a conservative, or a
technician is in the working class or the new middle class. The
obvious ambiguity of cases on the border between categories does
not make dichotomization invalid. The real question involved in
evaluating categorizations is whether or not essential qualitative
differences are obscured or highlighted.

While trichotomies, such as Wallerstein's core, periphery, and
semiperiphery, highlight real differences, it is questionable whether
r these ^e qualitatively of the same order of social significance

those manifested in the basic dichotomy. Are the common
aracteristics of such countries as Portugal, Greece, Argentina,

no Puerto Rico sufficient to mark them as being as qualitatively
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distinct from both such countries as the United States and West

Germany on the one hand and countries such as Ethiopia and India

on the other; as both latter sets of countries are from each other?

Or are such cases merely the borderline cases that express some of

the characteristics of each of the two fundamental categories? Like

all questions of definition it is impossible to resolve such questions

abstractly. Whether or not dichotomization, trichotomization, or

a simple continuum is better conceptually must be resolved in terms

of their usefulness in advancing our understanding of the fundamen-

tal processes at work in the world.

However, it should be noted that proponents of the notion of

semiperiphery and fourth world have trouble in establishing precise

definitions for their concepts, unlike those who dichotomize, who

speak in terms of dominated /dominators or exploited /exploiters.

In this book I follow the tradition of dichotomization that divides

the capitalist world between essentially those countries that are

primarily imperialist (the developed capitalist countries) and those

that are primarily subject to imperialism (the less-developed capitalist

countries). Whether or not this is the best categorization must be

judged on the basis of the quality of the results obtained.

The term metropolis is sometimes used to refer to the imperialist

centers of the world capitalist system. It is used to describe either a

given dominant country such as the United States in relation to Latin

America, the set of imperialist countries that acts in a coordinated

fashion in relation to the less-developed countries, such as those

that work together in the International Monetary Fund, or a consor-

tium of banks or alliance of transnational corporations that acts as

a unit in relation to the less-developed countries.

The term transnational corporation is preferable to multinational

corporation. Multinational implies that a corporation has dena-

tionalized itself and decentralized its political base. It suggests that

such corporations work more or less equally through the states of

the many different countries where they operate. Transnational

implies merely that a corporation operates in many different coun-

tries, coordinating its operations on a world scale. Transnational

does not suggest that there is any decentralization or denationalization

of the corporate center.

WORLD SYSTEMS

Any integrated and more or less autonomous part of the world

(or the entire world) within which no significant development
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can be understood in isolation from developments in other parts is

referred to as a world system. World systems can be integrated
through markets or by political processes. In the 1980 world there
were two principle world systems in existence: the capitalist world
system, encompassing both the developed and less- developed capi-

talist countries, and the socialist world system, encompassing the
USSR and the countries associated with it in the Council for Mutual
Economic Assistance. China in the 1970s stood apart from both
world systems, while a few countries were more or less balanced
between them, e.g., Algeria, Iraq, Syria, Tanzania, and Libya, but
were nevertheless impacted by developments in both. Contemporary
world systems can be thought of as composed of either nation-states

or classes that exist across nation-states.

The basic economic processes characteristic of capitalism operate
on a world systems level, not on the level of nation-states. Economic
cycles, rates of unemployment, technological innovations, and wage
rates are phenomena of the capitalist world system, with change
occurring systematically in all of the parts. Depressions are world-
wide, technological changes are rapidly transmitted from one country
to another, and changes in wage rates are transmitted through the
mechanism of labor migration and trade (higher wages mean higher
product costs and a competitive disadvantage).

Even the cultural differences among nations in the capitalist

era are a product of the logic of capital—a logic that requires the
creation and maintenance of national differences. Feudal Europe
and Eastern Europe through the early twentieth century had very
different ideologies than those characteristic of Western industrial
capitalism. In the former areas, either because of the need to main-
tain Christian ideology and military support against peasant insur-
rections or because of the special economic needs of grain exporters,
internationalism was generated and reinforced among the upper
classes. In medieval times the Latin language and Roman Christianity
were nearly universal, and there was little pressure to create distinc-
tive national institutions. The generation of national languages and
culture was a product of the rise of commercial classes interested

common and protected markets as well as in strong states to
tect their economic interests.

Classes are a product of the logic of the world capitalist system,
good part they operate independently of nation-states, involving

^emselves with nation-states only when it is to their interest to do
• Classes, not nations, must be considered the most fundamental
~tive units of world systems. It is the logic of the relationship
tween the international capitalist class and the working class
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of the world system that is the primary motive force within the

capitalist system. It is this logic that is the primary cause of social

structures, political forms, and their transformations.

The logic of classes generally explains the actions of nation-states.

For example, certain types of societies engage in warfare much more

frequently than others, e.g., slave societies, monopoly capitalist

societies, and feudal societies. Such is the case because of the logic

of their component classes. Slave societies, for example, need both

a source of cheap labor (from war captives) and a source of new

land (because of the inefficiency of slavery as a means of production).

Class logic is, in the last analysis, the fundamental integrating

force in any world system. For example, the world system of feudal

Europe although it did not have a common economy, had an inte-

grated network of classes. The feudal aristocracy spoke the same

language, had similar customs, related to peasants and to each other

in similar ways, and fought wars in similar ways-all because of the

common logic of the lord-serf relationship. Likewise, the socialist

world system (the USSR and its allies today) or the many great

empires of the past (e.g., the Ottoman Empire, with its state peasant

mode of production, or the Ch'ing Empire in China with its peasant

modes of production) have consisted of a common network of

classes, whether or not there was a common market relatively auto-

nomous from the rest of the world. There is an internal coherence

to all of their important social institutions because of their common

class logic. The same is true of the capitalist world system.

METHODOLOGICAL ISSUES*

The differing theories of imperialism have very important political

consequences. Thus positions on many of the issues that divide those

who study the phenomena are strongly held. Old positions die hard,

often only after degenerating into superficial argument lacking

careful factual support. Given the stakes involved in such questions

as to whether or not imperialism is industrializing the less-developed

countries or whether or not a national bourgeoisie exists, this is

understandable. Positions one way or another on such questioi

may lead people to support or not support certain movements,

parties, or solutions to problems-support that might prove decisive

one way or another. But for just this reason it is all the more m

*This section might be skipped by the nontechnical reader.
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portant to be as careful and scientific as possible in analyzing pheno-

mena and in not letting strongly held preconceptions blind one to

overwhelming evidence. One must be sensitive to changes in reality;

be ready to reject a theory on the basis of careful study no matter

who originally formulated it, or whether or not it might have been

confirmed for an earlier stage of imperialism; or draw the correct

conclusion from evidence and trends, regardless of one's strongly

expressed opinions. It appears that there are today, among both

those who are critical of imperialism and those who essentially

defend it as progressive, those who find it difficult to comprehend

the major changes in the effects of, and transformations in, imperial-

ism. Through a careful study of empirical trends this book will

attempt to avoid these errors. If I fail, I only hope I am corrected

on the basis of superior evidence. Too much is at stake to base

policies on quotations, dogmas, and desire.

In coming to terms with the various controversies within the

theory of imperialism considerable use is made of statistics collected

by nation-states and compiled largely by international agencies,

especially the United Nations and its affiliated organizations such
as the Food and Agriculture Organization and the International
Labor Organization as well as by the World Bank and the Interna-

tional Monetary Fund. The amount and quality of the available
statistical evidence on the less-developed countries has increased
almost astronomically over the last few decades. Such has been the
case because of the increasing demand for such statistics on the part
of those needing them in their work, namely the transnational
corporations and banks and the governments of both the developed
and the less-developed countries. The transnational corporations
put demands on various public agencies, including the World Bank
and the International Monetary Fund, as well as on the U.N.
associated agencies and the various governments of less-developed
countries to make available the information they require for their
investment and lending decisions. The governments of the less-

that
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with addressing the practical needs of powerful interests. Thus,

those of us interested in a scientific understanding of imperialism

can be reasonably confident of the reliability of such data—always,

of course, using it with caution, and when necessary reorganizing it

to fit into categories of the various theories to be tested.

Throughout this book the method of cross-national comparative

analysis is used to detect the operation of social forces and to deter-

mine trends. Different classes of countries, e.g., the less developed

versus the developed, or the less-developed countries with more or

less foreign capital investment, are systematically compared with

one another to elucidate the effect of key variables.

It might be argued that nation-states are not appropriate units

for the analysis of imperialism since the fundamental social forces

operate on the level of the world capitalist system as a whole and

determine developments within individual states. However, the

method of cross-national comparison as a technique of understanding

social forces needs assume neither the political or economic coherence

nor the autonomy of its units. For a great many purposes the world

could be divided into grids of say 100,000 square kilometers, with

comprehensive statistics collected in each, and most comparative

analysis would still be valid. That is, if nations were no more than

statistics-collecting agencies, cross-national comparisons would still

make sense. For example, we would still be able to know such things

as the effect of population density on the rate of growth, protein

consumption per capita on infant mortality, and wage levels on
capital export.

Comparisons of such factors as these and most other factors,

as well, are fully valid without assuming any coherence or autonomy
at all within the units compared. Political or economic coherence

becomes important in comparative research when a political or

economic factor is either the independent or dependent variable,

e.g., socialist societies have lower birth rates than capitalist societies,

more rapid rates of industrialization, generate less militaristic regimes,

the degree of monopolization produces high rates of military spend-

ing, and so forth. The assumption of political or economic coherence

is also important when the state or economy enters into comparative

analysis as an intermediate variable, or as a factor that is used to

explain the causative effect, e.g., high rates of unemployment are

correlated with the life expectancy of men because unemployment

causes the government to follow militarist foreign policies that

produce high levels of injuries and deaths. There is nothing in

comparative analysis per se that necessarily assumes political or

economic coherence. Consequently, even if it were the case that
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the nation-states in a set of countries used for comparison were
really "satellites," units of a world system, or otherwise not really
fully politically or economically coherent units, comparative analysis
would still be fully valid.

Comparative analysis is often performed with very good effect

using the states, counties, or the Standard Metropolitan Statistical

Areas (SMSAs) of the United States. These units have little political

or economic coherence. Counties have very little political power.
SMSAs are typically divided into many different political units
frequently located in different states. States and counties are further
typically not coherent economic units. The cities, towns, and
industries in each are typically linked far more to external than to
internal factors. Nevertheless, studies of such phenomena as income
levels, infant mortality, levels of industrialization, differentials
between male and female or black and white wages, psychosis rates,
and rates of population growth using such units are entirely valid.'

The units used in such studies are merely convenient for statistics
collection. So long as there is a significant variation among them
on the variables to be examined, they are as fully valid as units as
are politically and economically coherent units.

Autonomy of units is likewise not a condition for comparative
analysis. Comparative analysis works equally well whether or not the
units compared are highly linked with each other. For example,
fully autonomous units such as world systems can be compared with
one another to detect forces that operate on the world systems level,
such as the average life of world systems or their average size. The
component units of different world systems can also be compared
with one another to detect forces that operate on a world systems
level to produce internal differentiation within world systems,
e.g., the direction of resource flow or differential rates of growth,
n analyses such as these, comparisons among autonomous world
systems, which look at the internal relationships between the com-
ponent parts (nation-states or otherwise), of course look at the
value of variables for the component units of a system, comparing
hem with one another (rates of growth, exports, imports, and so
lorth) m order to detect differences in world systems. Just as one
ou d detect forces that produce internal differentiation within

oar hi

Systems by examining the value of variables for their com-

Ss h
UnitS and then comParing them with each other, one can

o detect the operation of such forces by internal comparisons
mn one world system. In the first type of analysis (comparison

ab
W<

t

SyStems with Gach other) one is able to make generalizations
out all world systems or all world systems of a certain type, e.g.,
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variables of relative military strength and the rate of economic
growth to see if military hegemony affects the rate of growth. A
second comparative analysis could look at the hegemonic military

power in different military systems, e.g., the Warsaw Pact, NATO,
that of nineteenth-century Europe, and so forth, in comparison to

the secondary military powers in the systems to determine what the

effect of hegemony is.

It should be stressed that even though in this latter design we are

looking at different systems, national units are still the basis of the

comparison. In no sense then is adopting the framework of world
systems in any way incompatible with cross-national comparisons
as a method of analysis. In fact, cross-national comparisons such as

those described are able to shed considerable light on the operation

of forces on a world systems level.

SUMMARY

This book attempts to clarify the rather fundamental differences

between the Marxist and Marxian-dependency theories of imperial-

ism, and to test their different implications with the statistical data
that has increasingly become available for the relationship between
the developed and less-developed countries. In good part the method
of cross-national comparison, a method fully compatible with the
notion that fundamental forces work on a world systems level, is

employed to detect the operation and effects of imperialism. The
following two chapters systematically outline and contrast the two
major theories of imperialism, while the remaining chapters sequen-
tially treat the major theoretical questions at issue between them.

2
THEORIES OF IMPERIALISM:
THE MARXIST MAINSTREAM

This chapter outlines the theories of imperialism of Karl Marx
and the mainstream of the Marxist tradition. The ideas of Hobson,
Lenin, Luxemburg, the Communist International (1919-43), Mao
Tse-Tung, Trotsky, and the contemporary Soviet Union are ex-
amined. In the next chapter a related but substantially different
tradition is treated. The ideas of those affiliated with the US
journal The Monthly Review (Paul Sweezy, Paul Baran, Harry
Magdoff, Andre Gunder Frank) as well as of such theorists as Samir
Amin and Immanuel Wallerstein-ideas that are sometimes referred
to as Marxian-dependency theory-are examined.

RL MARX
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advanced countries in the less-developed areas is purely predatory.

The more advanced countries merely plunder the less developed

without transforming their modes of production.

During the first phase the colonial system served to accumulate

the wealth necessary for industrial capitalism to "take off" in Europe

(primitive accumulation):

The colonial system ripened, like a hot-house, trade and navigation.

The "societies monopolia" of Luther were powerful levers for con-

centration of capital. The colonies secured a market for the budding

manufactures, and, through the monopoly of the market, an increased

accumulation. The treasures captured outside Europe by undisguised

looting, enslavement, and murder, floated back to the mother-country

and were there turned into capital (Marx 1867, pp. 753-54).

During the whole course of the 18th century the treasures trans-

ported from India to England were gained much less by comparatively

insignificant commerce, than by the direct exploitation of that

country, and by the colossal fortunes they extorted and transmitted

to England (Marx 1853b, p. 106).

Marx's second phase is defined by the change to expanded repro-

duction in the more advanced countries—i.e., the development of

autonomous capital accumulation. The colonized areas continue to

be exploited for the benefit of the metropolc, but now, however,

serve primarily as markets for industrial exports:

After the opening of the trade in 1813 the commerce with India

more than trebled in a very short time. But this was not all. The

whole character of the trade was changed. Until 1813 India had been

chiefly an exporting country, while it now became an importing

one. . . . India, the great workshop of cotton manufacture for the

world, since immemorial times, became now inundated with English

twist and cotton stuffs. After its own produce had been excluded

from England, or only admitted on the most cruel terms, British

manufactures were poured into it at a small and merely nominal duty,

to the ruin of the native cotton fabrics once so celebrated (Marx

1853b, p. 106).

During Marx's second phase the export of manufactured goods

from the European capitalist countries drastically disrupted the

social structure of the colonized areas that were previously immune
from such disruptive forces. Marx in discussing India made the

following observation:

England has broken down the entire framework of Indian society,

without any symptoms of reconstitution yet appearing (Marx 1853a,

p. 90).
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English Commerce exerted a revolutionary influence on these

communities and tore them apart only in so far as the low prices of its

goods served to destroy the spinning and weaving industries, which

were an ancient integrating element of this unity of industrial and

agricultural production (Marx 1894, III, p. 328).

Marx argues that great sums were taken from India without an

equivalent going to India in return. Wealth produced in India was
appropriated by Britain for use in the British Isles:

What the English take from [the Indians] annually in the form of

rent, dividends for railways useless to the Hindoos; pensions for

military and civil servicemen, for Afghanistan and other wars etc.,

etc.—what they take from them without any equivalent and quite

apart from what they appropriate to themselves annually within

India—speaking only of the value of the commodities the Indians have

gratuitously and annually to send over to England—it amounts to

more than the total sum of income of the 60 millions of agricul-

tural and industrial labourers of India! This is a bleeding process with

a vengeance! (Marx 1881, p. 471).

In both the first and second phases, the interrelation of the more
anced capitalist countries with the less-developed noncapitalist

countries was far from equal. State-supported monopolies—the
British East India company in the case of India—conducted the

exploitation of the colonial areas, engaging in highly monopolistic
and one-sided economic relations with the natives. In this period
the colonial areas were viewed primarily as a way for merchants
and states to secure spectacular incomes, and during the second
"hase, as a market for the new industries of the advanced capitalist

countries.

During the third phase of the relation between the more and
less-advanced countries, capitalist relations of production develop in
the colonized areas because of the interest of metropolitan capitalists.

he colonizers create productive powers in the colonized areas in

order to secure goods to trade for the exports of the metropolitan
country. Marx, again speaking about India, argues:

• • L^lhe more the industrial interest became dependent on the

Indian market, the more it felt the necessity of creating fresh produc-
tive powers in India, after having ruined her native industry. You
cannot continue to inundate a country with your manufactures,
unless you enable it to give you some produce in return. The indus-

trial interest found that their trade declined instead of increasing

(Marx 1853b, p. 107).



26 / THE LOGIC OF IMPERIALISM

Western capitalists lay the basis for the development of modern

industry in the colonial areas, above all developing the means of

transportation and communication:

The ruling classes of Great Britain have had, till now, but an acciden-

tal, transitory and exceptional interest in the progress of India. The

aristocracy wanted to conquer it, the moneyocracy to plunder it, and

the millocracy to undersell it. But now the tables are turned. The

millocracy have discovered that the transformation of India into a

reproductive country has become of vital importance to them, and

that, to that end, it is necessary, above all, to gift her with means of

irrigation and of internal communication. They intend now drawing

a net of railroads over India. And they will do it. The results must be

inappreciable.

. . . [Tl he English millocracy intend to endow India with rail-

ways with the exclusive view of extracting at diminished expenses, the

cotton and other raw materials for their manufactures. But when you

have once introduced machinery into the locomotion of a country,

which possesses iron and coals, you are unable to withhold it from its

fabrication. You cannot maintain a net of railways over an immense

country without introducing all those industrial processes necessary

to meet the immediate and current wants of railway locomotion,

and out of which there must grow the application of machinery to

those branches of industry not immediately connected with railways.

The railway system will therefore become, in India, truly the fore-

runner of modern industry (Marx 1853c, pp. 136).

According to Marx, the long-term effect of British rule in India

is the development of modern industry there:

Modern industry, resulting from the railway system, will dissolve

the hereditary divisions of labour, upon which rest the Indian castes,

those decisive impediments to Indian progress and Indian power.

All the English bourgeoisie may be forced to do will neither

emancipate nor materially mend the social condition of the mass of

the people, depending not only on the development of the productive

powers, but of their appropriation by the people. But what they will

not fail to do is to lay down the material premises for both. Has the

bourgeoisie ever done more? Has it ever effected a progress without

dragging individuals and peoples through blood and dirt, through

misery and degradation? (Marx 1853c, p. 137)
»

During the third phase the colonial countries undergo capitalist

development. The old colonial monopolies such as the British East

India company are abolished and the economic and political precon-

ditions of competitive capitalism are institutionalized. This allows,
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r the first time on a significant scale, for the operation of market

forces. Capital is now free to flow into the colonial areas from the

lore-developed countries. The laws of competitive capitalism thus

ome to exert themselves.

Marx's argument here appears to be as follows. Under competitive

onditions capital tends to flow from the richer more-developed

apitalist regions, where the tendency for the rate of profit to

equalize and to fall has most forcibly exerted itself, to the poorer

s-developed regions. The latter regions therefore tend to become

onomically more like the developed capitalist countries. Capital

itionalizes itself, tending to create a more or less homogeneous

orld capitalist system. Such would seem to be the implicit reason-

behind Marx and Engels' argument in the Communist Manifesto:

The bourgeoise, by the rapid improvement of all instruments of

production, by the immensely facilitated means of communication,

draws all, even the most barbarian, nations into civilization. The

cheap prices of its commodities are the heavy artillery with which it

batters down all Chinese walls, with which it forces the barbarians'

intensely obstinate hatred of foreigners to capitulate. It compels all

nations, on pain of extinction, to adopt the bourgeois mode of

production; it compels them to introduce what it calls civilization

into their midst, i.e., to become bourgeois themselves. In one word, it

creates a world after its own image (Marx and Engels 1849, p. 38).

Marx in fact sees the forced capitalist development of the econo-

mically less-developed countries as establishing the conditions for

their liberation in an eventual socialist revolution:

The bourgeois period of history has to create the material basis of

the new world—on the one hand the universal intercourse founded

upon the mutual dependency of mankind, and the means of that

intercourse; on the other hand the development of the productive

powers of man and the transformation of material production into a

scientific domination of natural agencies. Bourgeois industry and

commerce create these material conditions of a new world in the same
way as geological revolutions have created the surface of the earth

(Marx 1853c, p. 138).

Marx appears to argue that during the earlier phases of imperial-
ism wealth was transferred from the less-developed to the developed
countries. As a result of this capital flow into the pool of funds

available for accumulation the capitalist countries' growth accelerated

^d the gap between the less-developed and the capitalist countries

widened (if it was not actually created). However, under conditions
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of fully developed competitive capitalism, the colonial areas are fully

integrated into the capitalist system and now become the recipients

of a real flow of resources from the developed countries. The

tendency for the rate of profit to decline in the developed countries

gives the domestic capitalists an incentive to invest overseas where

the rate of profit is higher. This means that under mature competitive

capitalism the gap between the developed and the less-developed

capitalist countries is reduced as a consequence of the transfer of

capital to the poorer countries.

Marx and Engels raise the possibility that a precapitalist country

might skip the stage of capitalist development, moving directly into

a phase of transition to socialism, providing such a country receives

sufficient support from a more advanced socialist revolution. In the

preface to the Russian edition of the Communist Manifesto they

argue

:

Now the question is: can the Russian village community, though

greatly undermined, yet a form of the primeval common ownership

of land, pass directly to the higher form of communist common
ownership? Or, on the contrary, must it first pass through the same
process of dissolution as constitutes the historical evolution of the

West? The only answer to that possible today is this: If the Russian

Revolution becomes the signal for a proletarian revolution in the

West, so that both complement each other, the present Russian

common ownership of land may serve as the starting point for a

communist development (Marx and Engels 1849, p. 24).

As we will see, this notion of the possibility of "skipping" develop-

mental stages with support from more advanced socialist countries is

a continuing theme within the Marxist tradition.

According to Marx, imperialism has a considerable impact on the

relationship between the ruling and working classes in an imperialist

country. Marx argues that the prosperity enjoyed by the English

working class in the nineteenth century was in part due to prosperity

induced by the British exploitation of India through the enhanced

employment opportunities it afforded:

. . . the economists may have wished to refer to the millions of

workers condemned to perish, in the East Indies, in order to procure

for the million and a half of workpeople employed in England in the

same industry, three years of prosperity out often (Marx'1847, p. 35).

However, the maintenance of the empire—at least the Indian

empire—cost both the English working class and English society as
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a whole (in contrast to the English capitalists) more than they gained

through exploiting it. Thus, the relative growth of Britain in relation

to India during this phase, as well as the relative prosperity of the

English working class, cannot be explained by a real resource flow

from India to England, but rather primarily by the effect of the colo-

nial relation on the mode of production and the rate of accumulation

in each area independent of transfers of capital:

It is thus evident that individuals gain largely by the English connec-

tion with India, and of course their gain goes to increase the sum of

the national wealth. But against all this a very large offset is to be

made. The military and naval expenses paid out of the pockets of

the people of England on Indian account have been constantly in-

creasing with the extent of the Indian dominion. To this must be

added the expense of Burmese, Afghan, Chinese and Persian wars. In

fact, the whole cost of the late Russian war may fairly be charged to

the Indian account, since the fear and dread of Russia, which led to

that war, grew entirely out of jealousy as to her designs on India. Add

to this the career of endless conquest and perpetual aggression in

which the English are involved by the possession of India, and it may
well be doubted whether, on the whole, this dominion does not

threaten to cost quite as much as it can ever be expected to come to

(Marx 1857, pp. 238-39).

Marx would appear to be arguing that although imperialism

brought occasional "full employment" to the working class this

class had to pay more in taxes (direct or indirect) than it gained from
the exploitation of the colonial areas. The real beneficiary of im-

perialism was the English capitalist class.

Imperialism also has a very important ideological impact on the
working classes. Marx argues that during the nineteenth century
perhaps the chief factor inhibiting the development of class con-

sciousness in the English proletariat was the antagonism between
English and Irish workers, which was a direct result of English rule
in Ireland:

Every industrial and commercial center in England now possesses a

working-class population divided into two hostile camps, English

proletarians and Irish proletarians. The ordinary English worker hates

the Irish worker as a competitor who lowers his standard of life. In

relation to the Irish worker he feels himself a member of the ruling

nation and so turns himself into a tool of the aristocrats and capitalists

against Ireland, thus strengthening their domination over himself. He
cherishes religious, social, and national prejudices against the Irish

worker. His attitude towards him is much the same as that of the
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"poor whites" to the Negroes in the former slave states of the U.S.A.

The Irishman pays him back with interest in his own money. He

regards the English worker as both the accomplice and the stupid

tool of English rule in Ireland. This antagonism is artificially kept

alive and intensified by the press, the pulpit, the comic papers, in

short by all the means at the disposal of the ruling classes. This

antagonism is the secret of the impotence of the English working

class, despite their organization. It is the secret by which the capital-

ist class maintains its power. The latter is well aware of this (Marx

1870, p. 78).

It is the identification of the working class of the dominant

nation or nationality with the imperialist policies of its ruling class

that is a major cause of the continuance of capitalist domination

of the working classes of both nations. Marx emphasizes that this

factor is probably the most important factor in preventing the

development of a class-conscious working class revolutionary organi-

zation :

. . . After occupying myself with the Irish question for many years

I have come to the conclusion that the decisive blow against the

English ruling classes (and it will be decisive for the workers' move-

ment all over the world) can not be delivered in England but only in

Ireland. . . . Ireland is the bulwark of the English landed aristocracy.

The exploitation of this country is not only one of the main sources

of their material wealth, it is their greatest moral strength. They, in

fact, represent the domination of England over Ireland. Ireland is

therefore the grand moyen by which the English aristocracy maintains

its domination in England itself (Marx 1870, p. 77).

Imperialism is seen to have a major impact not only on the less-

developed countries of the world, but also a major impact on the

developed capitalist countries themselves.

ROSA LUXEMBURG

Virtually all major Marxists after Marx and through the mid-

19203 agreed with Marx's argument that once capitalism reached its

mature stage, capital would of necessity flow from the richer more

developed countries to the poorer less developed, in the process

industrializing the latter. V. 1. Lenin and Rosa Luxemburg, in parti-

cular, make strong, although very different arguments, for why
capital must flow away from the richer countries to develop the

poorer. The argument of such Marxists centers either on the law of

THE MARXIST MAINSTREAM / 31

the falling rate of profit, the presence of cheap labor abroad, or the
inability to find investment opportunities at home.

Rosa Luxemburg, the leading theorist of revolutionary Marxism
ithin the German Social Democratic Party in the early twentieth

century, developed an analysis of the dynamic of imperialism which
claims that modern imperialism is an inherent result of the capital

accumulation process in general. Thus there is no possibility of
—ding or reforming it short of totally abolishing capitalist relations

production.

Rosa Luxemburg insists that the only way the capital accu-
mulation process can continue is through overseas expansion; hence,
imperialism is an absolute necessity for advanced capitalism. She
argues that in order for capital accumulation to occur at all new
consumers have to be continually brought into the system of capital-

ist market relations. The additional surplus value generated in each
phase of the expanding reproduction process of capital accumulation
according to Luxemburg cannot be realized except through new
consumers previously outside of the capital accumulation process.
People already in that process cannot buy any more than they
already buy. Only previously noncommercial rural classes and
populations in industrially backward countries, not yet committed
to capitalist markets, can possibly buy the additional production,
thereby allowing the realization of the additional surplus value.
Capitalism, then, is forced to continually expand or die. Indeed,
Luxemburg predicts that the final economic crisis and collapse of
capitalism will occur once there are no more noncapitalist areas
into which capitalism can expand. Consequently, capital must
be exported to the less-developed areas of the world to avoid a
cataclysmic economic depression that would be produced by the
absence of investment possibilities within the system.

Realized surplus value, which cannot be capitalized and lies idle in

England or Germany, is invested in railway construction, water works,
etc., in the Argentine, Australia, the Cape Colony, or Mesopotamia.
Machinery, materials and the like are supplied by the country where
the capital has originated, and the same capital pays for them. . . .

There had been no demand for the surplus product within the country
so capital had lain idle without the possibility of accumulating. But
abroad, where capitalist production has not yet developed, there has
come about, voluntarily or by force, a new demand of the non-
capitalist strata. The consumption of the capitalist and working
classes at home is irrelevant for the purpose of accumulation, and
what matters to capital is the very fact that its products are "used"
by others.

. . .
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The important point is that the capital accumulated in the old

country should find elsewhere new opportunities to beget and realize

surplus value, so that accumulation can proceed. In the new countries,

large regions of natural economy are open to conversion into com-

modity economy, or existing commodity economy can be ousted by

capital. . . . Enlarged reproduction, i.e., accumulation, is possible

only if new districts with a non-capitalist civilization, extending over

large areas, appear on the scene and augment the number of con-

sumers (Luxemburg 1913, pp. 426-29).

Luxemburg sees international loans as a mechanism for the

industrialization of the poor countries and the consequent creation

of a proletariat out of the peasantry. She sees imperial expansion

as consisting of the economic and political domination of the areas

into which capital is expanding:

This business of paying for German goods with German capital in

Asia is not the absurd circle it seems at first, with the kind Germans

allowing the shrewd Turks merely the "use" of their great works of

civilization-it is at bottom an exchange between German capital and

Asiatic peasant economy, an exchange performed under state compul-

sion. On the one hand it makes for progressive accumulation and

expanding "spheres of interest" as a pretext for further political and

economic expansion of German capital in Turkey. Railroad building

and commodity exchange, on the other hand, are fostered by the

state on the basis of a rapid disintegration, ruin and exploitation of

Asiatic peasant economy in the course of which the Turkish state

becomes more and more dependent on European capital, politically

as well as financially (Luxemburg 1913, p. 445).

Political domination, enforced by military conquest and interven-

tion, plays a decisive role in securing investment outlets for European

capital:

Militarism ... is employed to subject the modern colonies, to

destroy the social organisations of primitive societies so that their

means of production may be appropriated, forcibly to introduce

commodity trade in countries where the social structure had been

unfavourable to it, and to turn the natives into a proletariat by

compelling them to work for wages in the colonies. It is responsible

for the creation and expansion of spheres of interest for 'European

capital in non-European regions, for extorting railway concessions in

backward countries, and for enforcing the claims of European capital

as international lender (Luxemburg 1913, p. 454).
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The drive of many different states to secure investment oppor-

tunities for their respective capitalists necessarily puts the various

states and their bourgeoisie into increasingly vicious competition

with one another due to finite investment opportunities in the world.

The cause of interimperialist wars is the logic of capital:

With the high development of the capitalist countries and their

increasingly severe competition in acquiring non-capitalist areas,

imperialism grows in lawlessness and violence, both in aggression

against the non-capitalist world and in ever more serious conflicts

among the competing capitalist countries (Luxemburg 1913, p. 446).

Luxemburg argues that the working class in the more-developed

capitalist countries suffers by imperialism. She argues that arma-

ments necessary for imperial policies are in good part paid for by

taxes incident on the working class (as well as on the lower middle

class and peasantry)

:

... the indirect taxes extorted from the workers are used for paying

the officials and for provisioning the army. ... By lowering the

normal standard of living for the working class, it ensures both that

capital should be able to maintain a regular army, the organ of cap-

italist rule, and that it may tap an impressive field for further accumu-

lation (Luxemburg 1913, p. 464).

JOHN HOBSON

John Hobson, although more a precursor of Keynes than a
Marxist, has had considerable influence in the Marxist tradition

because of the adoption of much of his analysis of imperialism by
Lenin. Hobson saw the great revival of European imperialism in the
later part of the nineteenth century as a result of the formation of
giant trusts and corporations out of what had previously been com-
petitive enterprises. According to Hobson, competitive small-scale

capitalism can find adequate domestic markets for all it produces,
but such is not the case for monopolized industries, which generate
high profits that cannot be profitably reinvested

:

• • . this concentration of industry in "trusts," "combines," etc., at

once limits the quantity of capital which can be effectively employed
and increases the share of profits out of which fresh savings and fresh

capital will spring. It is quite evident that a trust which is motivated
by cut-throat competition, due to an excess of capital, cannot nor-
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mally find inside the "trusted" industry employment for that portion

of the profits which the trustmakers desire to save and to invest. . . .

Indeed, the conditions alike of cut-throat competition and of

combination attest the congestion of capital in the manufacturing

industries which have entered the machine economy {Hobson 1902,

pp. 75-76).

Hobson found empirically that the new imperial colonization

and division of the world into colonies did not influence external

trade. The industrial countries mostly trade with each other. He
maintains that the new imperial colonialism was not in the interests

of most of the people, or even most of the manufacturing firms of

the capitalist countries. Hobson argues that "... the Imperialism

of the last six decades is clearly condemned as a business policy, in

that at enormous expense it has procured a small, bad, unsafe in-

crease of markets, and has jeopardized the entire wealth of the

nation in rousing the strong resentment of other nations . . .

"

(Hobson 1902, p. 46).

He sees imperialism generated by the need to invest the profits

of the new trusts overseas where they are able to find profitable

investment opportunities.

Hobson argues that that segment of the capitalist class, especially

finance capital, which has an interest in the state implementing

imperialist policies, is able to mobilize patriotism, to stir up national

animosities and generate imperial romanticism to bemuse the popula-

tion, divert attention away from domestic issues, and create support

for imperial policies. He argues that the churches, the press, the

schools, and the political machines have all been enlisted in the

campaign to gain popular support for imperial policies:

The controlling and directing agent of the whole process, as we have

seen, is the pressure of financial and industrial motives, operated

for the direct, short-range, material interests of small, able, and

well-organized groups in a nation. These groups secure the active

co-operation of statesmen and of political cliques who wield the

power of "parties," partly by associating them directly in their

business schemes, partly by appealing to the conservative instincts of

members of the possessing classes, whose vested interest and class

dominance are best preserved by diverting the currents of political

energy from domestic on to foreign politics (Hobson 1902, p. 212).

Hobson thus hopes for the possibility of a "populist" or "left-

liberal" alliance that would isolate and defeat the forces of imperial-

ism, in order to end imperialist policies. This he maintains can be

done without a fundamental transformation of the economic or

political organization of society.
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By far the most important economic factor in Imperialism is the

influence relating to investments. The growing cosmopolitanism of

capital has been the greatest economic change of recent generations.

Every advanced industrial nation has been tending to place a larger

share of its capital outside the limits of its own political area, in

foreign countries, or in colonies, and to draw growing income from

this source (Hobson 1902, p. 51).

As one nation after another enters the machine economy and

adopts advanced industrial methods, it becomes more difficult for its

manufacturers, merchants, and financiers to dispose profitably of

their economic resources, and they are tempted more and more to

use their Governments in order to secure for their particular use some

distant undeveloped country by annexation and protection (Hobson

1902, pp. 80-81).

Hobson identifies only certain classes and sectors of the im-

perialist country as having an interest in imperialism, namely, the

manufacturers of armaments and railroad equipment, shipbuilders,

large manufacturers primarily producing for exports, those engaging

in the shipping trade, as well as the military, the civil servants (who
secure jobs administering the colonies), professionals (many of who
identify with imperialism for ideological reasons), and, most of all,

the financial capitalists who put together and profit most from the

trusts, combines, and corporations. The working class, the middle
class, and those productive capitalists not involved in the above
economic sectors, on the other hand, all suffer from imperialism,
if only because they must pay the taxes that support such policies:

Aggressive Imperialism, which costs the taxpayer so dear, which is of
so little value to the manufacturer and trader, which is fraught with

such grave incalculable peril to the citizen, is a source of great gain to

the investor who cannot find at home the profitable use he seeks for

his capital, and insists that his Government should help him to pro-

fitable and secure investments abroad (Hobson 1902, p. 55).

According to Hobson, overproduction (or underconsumption)
caused by the monopolization of industries under finance capital is

the dynamic of modern imperialism. Thus, it is not capitalism per se,

°nly monopoly capitalism, that is the cause of imperialism. If the
trusts and corporations could be broken up and the purchasing
Power of the masses increased so that they could afford to buy all

that industry produced, the motive force for capitalist imperialism
would disappear:

It is not industrial progress that demands the opening up of new
markets and areas of investment, but mal distribution of consuming
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power which prevents the absorption of commodities and capital

within the country. The over-saving which is the economic root of

Imperialism is found by analysis to consist of rents, monopoly profits,

and other unearned or excessive elements of income . . . (Hobson

1902, p. 85).

It is this economic condition of affairs that forms the taproot ot

Imperialism. If the consuming public in this country raised its stan-

dard of consumption to keep pace with every rise of productive

powers, there could be no excess of goods or capital clamourous to

use Imperialism in order to find markets . . . (Hobson 1902, p. 81).

It is this analysis that separates Hobson from the Marxist tradi-

tion. He is a reformer who believes, with the social democratic

tradition, that a process of anticorporate reform and redistribution

of wealth could eliminate the negative effects of capitalism, especially

imperialism. Nevertheless, Lenin was most impressed by Hobson's

work and took it over with slight but crucial modification to servo

as the core of his argument in his Imperialism: The Highest Stage of

Capitalism. The principal modification Lenin makes is his insistence

that redistributive reforms are impossible and thus that overseas

investment outlets are the only alternative for monopoly capitalism

other than stagnation.

V. I. LENIN

Lenin essentially adopted Hobson's analysis of the predominance

of finance capital. He too saw it monopolizing the economy with

the consequence of generating tremendous amounts of surplus

capital unable to find profitable internal investment outlets. The

banks, according to Lenin, play the key role in the transformation of

competitive capital into highly coordinated monopoly capital:

... the banks grow from humble middlemen into powerful mono-

polies having at their command almost the whole of the money capital

of all the capitalists and small businessmen and also the larger part of

the means of production and of the sources of raw materials of the

given country and in a number of countries. This transformation

of numerous humble middlemen into a handful of monopolists

represents one of the fundamental processes in the growth of capital-

ism into capitalist imperialism . . . (Lenin 1917, pp. 732-33).

Scattered capitalists are transformed into a single collective

capitalist ... a handful of monopolists subordinate to their will

all the operations, both commercial and industrial, of the whole

of capitalist society . . . (Lenin 1917, p. 736).
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As a consequence of this bank-organized monopolization of the

onomy a surplus of capital develops. Capitalists reinvest their
eC

ormous monopoly profits in the industries where they were

generated because to do so would undermine their superprofits,

which are based on constricting supply and agreements among firms

to regulate competition among themselves:

On the threshold of the twentieth century we see the formation of a

new type of monopoly: firstly, monopolist associations of capitalists

in all capitalistically developed countries; secondly, the monopolist

position of a few very rich countries, in which the accumulation of

capital has reached gigantic proportions. An enormous "surplus of

capital" has arisen in the advanced countries (Lenin 1917, p. 759).

The only outlet Lenin sees for this surplus capital, which cannot

find profitable investment outlets in the advanced capitalist countries,

is in overseas investment. According to Lenin, "... the deepest

economic foundation of imperialism is monopoly" (1917, p. 790).

The necessity of finding overseas investment outlets stems from the

fact that intensive capital accumulation is blocked by the class nature

of capitalism. Here Lenin breaks with Hobson's analysis. Anti-

monopoly reforms and significant increases in the living standard

of workers are considered by Lenin to be incompatible with the

nature of finance capitalism:

It goes without saying that if capitalism could develop agriculture,

which today frightfully lags behind industry everywhere, if it could

raise the standard of living of the masses, who are everywhere still

half-starved and poverty-stricken, in spite of the amazing technical

progress, there could be no talk of a surplus of capital. This "argu-

ment" is very often advanced by the petty-bourgeois critics of capital-

ism. But if capitalism did these things it would not be capitalism; for

both uneven development and semistarvation level of existence of

the masses are fundamental and inevitable conditions and premises of

this mode of production. As long as capitalism remains what it is,

surplus capital will be utilized not for the purpose of raising the

standard of living of the masses in a given country, for this would

mean a decline in profits for the capitalists, but for the purpose of

increasing profits by exporting capital abroad to the backward coun-

tries. In these backward countries profits are usually high, for capital

is scarce, the price of land is relatively low, wages are low, raw mater-

ials are cheap. . . . The necessity for exporting capital arises from

the fact that in a few countries capitalism has become "overripe"

and (owing to the backward state of agriculture and the poverty of

the masses) capital cannot find a field for "profitable" investment

(Lenin 1917, pp. 759-60).
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Lenin makes a very different argument from that of Luxemburg.
Luxemburg argues that imperialism is generated in the advanced
countries because it is impossible for capitalism in any form (financial
or otherwise) to secure domestic noncapitalist sources in which to
realize its expanding surplus value. Lenin, following Hobson, argues
instead that monopolized capitalism generates imperialism in order
to profitably invest in nonmonopolized areas where there is no
danger of undermining monopoly positions and hence monopoly
profits.

For Lenin it is clearly the export of capital that is the principal
dynamic of modern imperialism. He argues: "Typical of the old
capitalism, when free competition had undivided sway, was the
export of goods. Typical of the latest stage of capitalism, when
monopolies rule, is the export of capital" (Lenin 1917, p. 759).
However, Lenin also maintains that the pursuit of raw materials
plays an important secondary role in the dynamic of modern im-
perialism (Lenin 1917, p. 811).

In order to secure nonmonopolized areas in which to invest the
surplus capital generated in the imperialist core, as well as to secure
reliable supplies of raw materials, finance capital utilizes the states
and militaries of their respective countries to secure colonies, pro-
tectorates, and neocolonial areas.

The interests pursued in exporting capital also give an impetus to the
conquest of colonies, for in the colonial market it is easier to employ
monopolist methods (and sometimes they are the only methods that
can be employed) to eliminate competition, to ensure supplies, to
secure the necessary "connections," etc. (Lenin 1917, p. 778).

The more capitalism is developed, the more strongly the shortage
of raw materials is felt, the more intense the competition and the
hunt for sources of raw materials throughout the whole world, the
more desperate is the struggle for the acquisition of colonies (Lenin
1917, p. 776).

According to Lenin, there are a number of ways control can be
exerted by finance capital over the less-developed areas These
include formal colonies directly ruled by the advanced capitalist
states; semicolonies such as China, Persia, and Thailand, which
maintain formal independence but little autonomy; "commercial
colonies," such as Argentina, whose local bourgeoisie are thoroughly
dependent on finance capital from the leading capitalist countries;
and independent protectorates with a fairly high level of autonomy
such as Portugal (in relation to Britain) who have granted favorable
economic concessions to their protector in both their own countries
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and their colonies. Lenin maintained that "Typical of this epoch is

not only the two main groups of countries: those owning colonies

and the colonies but also the diverse forms of dependent countries

which, politically, are formally independent, but in fact, are en-

meshed in the net of financial and diplomatic dependence" (1917, p.

779). Monopolized capitalism then generates capitalist imperialism,

which subordinates the entire world, securing for each country's

finance capitalists protected colonies, semicolonies, and protectorates

where their capital has privileged access and where they have priority

in securing raw material.

According to Lenin, finance capitalism develops unequally,

ome advanced countries grow more rapidly than others. New
pitalist countries emerge. Soon the division of the world no longer

corresponds to either the respective needs for capital export or raw
materials of the various advanced capitalist countries, or to their

lative military strength. The newer and more rapidly growing
capitalist countries come to covet the vast areas reserved by the
Id imperialist powers. The basis for a war of redivision of the world
established. It is within this framework that Lenin explains World
™ I. He saw Germany, as the most rapidly growing capitalist
wer, essentially shut out from colonies and thus having to initiate

a war against the two older capitalist powers who controlled most of
Asia, Africa, Latin America, and the Pacific—France and Great
Britain: "Finance capital and the trusts do not diminish but increase
the differences in the rate of growth of the various parts of the world
economy. Once the relation of forces is changed, what other solu-
tion of the contradictions can be found under capitalism than that of
force?" (Lenin 1917, p. 788.) The financial interests of the rela-
tively more developed but relatively colonyless countries must
initiate expansionist wars in order to maintain the profitability of
their enterprises. Interimperialist rivalry, competition, and war are
generated by the very process of uneven capitalist development.

In part the reason for the uneven development of capitalism is
the export of capital from the most-developed to the less-developed
countries, which consequently have their rates of capital accumula-
tion accelerated:

The export of capital influences, greatly accelerates, the development
°f capitalism in those countries to which it is exported. While, there-
ore, the export of capital may tend to a certain extent to arrest
development in the capital-exporting countries, it can only do so by
expanding and deepening the further development of capitalism
throughout the world (Lenin 1917, p. 761).
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raoitalism is growing with the greatest rapidity in the colonies

and in overseas countries. Among the latter, new imperialist powers

are emerging (e.g., Japan) (Lenin 1917, p. 789).

Lenin argues, as do Marx and Luxemburg, that the export of

caoital results in the capitalist industrialization of the less-developed

countries to which it is exported. Lenin thus seems to argue, with

Marx and Luxemburg, that there is a tendency within the imperialist

system for the rate of industrialization to slow in the most advanced

areas and to accelerate in the less developed, i.e., a tendency toward

homogenization in the level of economic development and the rela-

tive size of the proletariat.
.

Lenin sees the capitalist development of the colonial and semi-

colonial countries as both intensifying their oppression and providing

them with the means for their national liberation. Lenin, closely

following Rudolf Hilferding, argues:

Hilferding rightly notes the connection between imperialism and the

intensification of national oppression. "In the newly opened up

countries," he writes, "the capital imported into them intensities

antagonisms and excites against the intruders the constantly growing

resistance of the peoples who are awakening to national consciousness;

this resistance can easily develop into dangerous measures against

foreign capital. The old social relations become completely revo-

lutionised, the age-long agrarian isolation of 'nations without history

is destroyed and they are drawn into the capitalist whirlpool. Cap-

italism itself gradually provides the subjugated with the means and

resources for their emancipation and they set out to achieve the goal

which once seemed highest to the European nations: the creation

of a united national state as a means to economic and cultural free-

dom. This movement for national independence threatens European

capital in its most valuable and most promising fields of exploitation,

and European capital can maintain its domination only by continually

increasing its military forces."

To this must be added that it is not only in newly opened-up

countries, but also in the old, that imperialism is leading to annexa-

tion, to increased national oppression, and, consequently, also to

increasing resistance (Lenin 1917, p. 809).

A primary contradiction in the imperialist world system is

presented by the rapidly growing working class of the less-developed

countries-a class that is a necessary result of the export of capital.

Lenin argues that there is a tendency for the more advanced

capitalist countries to decay because of the monopolization of their
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omies These countries tend to stagnate economically living

tncreaSngly off the profits derived from production in the less-

developed countries:

like all monopoly, [capitalist monopoly! inevitably engenders

1 -tendency to stagnation and decay. Since monopoly prices are

Ltablished! even temporarily, the motive cause of technical and,

^nsequently, of all other progress disappears to a certain extent and

Hher the economic possibility arises of deliberately retarding

tPfhnical progress (Lenin 1917, pp. 790-91).

On the whole, capitalism is growing far more rapidly than before;

but this growth is not only becoming more and more uneven in

general, its unevenness also manifests itself, the decay

of the countries which are richest in capital (England) (Lemn 1917,

p. 812).

The undermining of productivity and the slowdown in reinvest-

ment in the advanced capitalist countries combined with the increase

S repatriated profits from the countries where capital is invested

produces what Lenin calls "rentier states"-states that increasingly

live off what is produced in the colonies and semicolonics, rather

than what is actually produced in the advanced countries. Categoriz-

ing such imperialist societies as "parasitic" Lenin states:

More and more prominently there emerges, as one of the tendencies

of imperialism, the creation of the "rentier state," the usurer state,

in which the bourgeoisie to an ever-increasing degree lives on the

proceeds of capital exports and by "clipping coupons (Lemn 1917,

P
'

812)
"

parasitism and decay of capitalism ... are characteristic

of its highest historical stage of development, i.e. imperialism
. .

.

Capitalism has now singled out a handful . . . of exceptionally rich

and powerful states which plunder the whole world simply by clip-

ping coupons" . . . (Lenin 1917, p. 717).

It appears that Lenin is arguing that while production is increas-

ingly shifted to the less-developed areas, with the consequence of

both expanding industry and the proletariat there at the expense ot

the more-developed countries, the profits from such investments are

largely nonproductively consumed in the advanced countries. He

seems to maintain that the living standards of the bourgeoisie in the

advanced countries is maintained at a high level at the expense 01

the productive classes in the less-developed countries.
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t pnin ovgues that it is not only the propertied classes that benefit

<v™ imnerialism. A politically central sector of the proletariat,

^^Ting angels, called the "aristocracy of labor," is also

7een as economically gaining. Lenin argues that the relative conser-

vatism of the labor movement and the working class as a whole

in the most advanced capitalist countries (especially the United

Kingdom) is a result of some of the great profits from investments

in the less-developed countries being distributed among key segments

of the working class. These key segments have disproportionate

influence in the trade union movement and parties, and are thus

responsible for the reformist and even proimperiahst politics of such

organizations

:

Obviously, out of such enormous superprofits (since they are obtained

over and above the profits which capitalists squeeze out of the

workers of their "own" country) it is possible to bribe the labour

leaders and the upper stratum of the labour aristocracy. And the

capitalists of the "advanced" countries are bribing them; they bribe

them in a thousand different ways, direct and indirect, overt and

covert.
, t« , i *

This stratum of bourgeoisified workers, or the labour aristo-

cracy " who are quite philistine in their mode of life, id thesize of

their earnings and in their entire outlook, is the principal prop of the

Second International, and in our days, the principal social (not

military) prop of the bourgeoisie. For they are the real agents ol the

bourgeoisie in the working-class movement, the labour lieutenants

of the capitalist class, real channels of reformism and chauvinism.

In the civil war between the proletariat and the bourgeoisie they

inevitably, and in no small numbers, take the side of the bourgeoisie,

the "Versaillese" against the "Communards" (Lenin 1917, pp. 717-

18).

Lenin does not argue that all or most workers in the imperialist

countries materially benefit from imperialism, but rather only that

the upper stratum, the "aristocracy of labor," perhaps only a few

percent of the entire working class benefit materially. Thus, Lenin

does not break fundamentally with Marx, Luxemburg, and Hobson

on the question of who benefits. For all it is the capitalist class espe-

cially finance capital, not the working class who benefits. Lenin

argues only that the conservatism of workers in Great Britain (and a

few other leading countries such as the United States) is accounted

for by the workers in strategic positions of influence in the trade

unions and labor parties being "bought off" (by sharing in the profits

of imperialism).
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new Bolshevik notion that one of the principal contradictions in

the world is between oppressed and oppressor nations. He argues:

. . . what is the cardinal, underlying idea of our theses? The distinc-

tion between oppressed and oppressor nations. . . . The characteristic

feature of imperialism is the division of the whole world, as we now

see, into a large number of oppressed nations and an insignificant

number of oppressor nations which, however, command colossal

wealth and powerful armed forces (Lenin 1920, p. 497).

Lenin also maintains that there is the prospect of precapitalist

colonial and semicolonial areas going directly over to socialism,

without having to first develop capitalism, and thus that it is not

necessary to have a bourgeois democratic revolution at all. Local

Communist movements not based in an industrial working class

could accomplish a socialist transformation:

If the victorious revolutionary proletariat conducts systematic propa-

ganda among them, while the Soviet governments come to their

assistance with all the means at their command— in that event, it

would be wrong to assume that the capitalist stage of development is

inevitable for the backward nationalities. ... the Communist
International should advance and theoretically substantiate the

proposition that these backward countries can, with the aid of the

proletariat of the advanced countries, go over to the Soviet system

and, through definite stages of development, to communism, without

having to pass through the capitalist stage (Lenin 1920, pp. 500-1).

THE COMMUNIST INTERNATIONAL

From the Second Congress of the Communist International in

1920, where Lenin's theses on the national and colonial question

were adopted, until the Sixth Congress in 1928 there was an ongoing

debate and development of the Marxist analysis of imperialism and
colonialism as well as of the strategy for revolutionaries in the

colonized and semicolonized areas of the world.

The Communist position on the nature of revolution evolved

to the position that areas in which feudal or Asiatic relations of

production prevailed had to experience a national-democratic revolu-

tion that would be led by the Communist Party, rather than by

the bourgeoisie. Thus the Comintern came to argue that the revo-

lutionary process in such countries generally had to go through two

stages both under the leadership of the Communist Party: first, the
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national-democratic stage, which introduced changes typical of those

introduced by the classical bourgeois revolutions such as those in

France; and, second, the socialist transformation, which could only

be undertaken once the agrarian revolution had been completed,

industry was developed, the proletariat had grown to a significant

size, and other typically bourgeois reforms were institutionalized

:

Colonial and semi-colonial countries (China, India, etc.) and indepen-

dent countries (Argentina, Brazil, etc.): in some of these countries

industry is only rudimentary, in others it is fairly well developed, but

for the most part insufficient to provide a basis for independent

socialist construction; both in the economy as in the political super-

structure, medieval feudal relationships prevail, or the "Asiatic mode
of production"; the key industries, the dominant trading, banking,

and transportation concerns, as well as plantations, etc., are concen-

trated in the hands of foreign imperialist groups. In these countries

the struggle against feudalism, against pre-capitalist forms of exploita-

tion, the consistent pursuit of the peasant agrarian revolution, and the

struggle against foreign imperialism and for national independence
are of decisive importance. Here the transition to the proletarian

dictatorship is as a rule possible only through a series of preparatory
stages, only as the outcome of an entire period of transformation of
the bourgeois-democratic into the socialist revolution (Communist
International 1928, p. 506).

As in all colonies and semi-colonies, so also in China and India the
development of productive forces and the socialization of labour
stand at a comparatively low level. This circumstance, together with
foreign domination and the presence of strong survivals of feudalism
and pre-capitalist relations, determine the character of the next stage
of the revolution in these countries. The revolutionary movement
there is at the stage of the bourgeois-democratic revolution, i.e., the
stage when the prerequisites for proletarian dictatorship and socialist

revolution are being prepared (Communist International 1926a, p.
536).

The Comintern sees the principle tasks of the national-democratic
Phase of the revolution, led by the local Communist Party, as includ-
n
g freeing the country from imperialist influences, establishing

national unity, overthrowing the power of the exploiting classes,
^minating the exploitation of the peasantry, nationalizing the land,

oth
industfy' strengthening the trade unions, and instituting

the

er reforms such as the eight-hour day and basic social welfare for

lc,oo
maSSes of Peasants and workers (see Communist International

1928, p. 536)
The Comintern argues that national oppression hastens the deve-
ent of the revolutionary crisis in the oppressed areas of the
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world intensifying the dissatisfaction of the masses and moving the

^anX bourgeoisie to the Left, mobilizing them behind revolu-

tionary forces:

The national factor exerts considerable influence on the revolutionary

process in all colonies, as well as in those^?tonl"^£ Im-

perialist enslavement already appears in its naked form and drives he

masses to revolt ... the national factor not only influences the

movement of the working class and peasantry, but can also modify

the attitude of all other classes in the course of the revolut.on. Above

all the poor urban petty bourgeoisie and the petty bourgeois in-

telligentsia are during the early stages brought largely under the

influence of the active revolutionary forces; secondly, the position of

the colonial bourgeoisie in the bourgeois-democratic revolution is for

the most part ambiguous, and their vacillations, corresponding to the

course of the revolution, are even greater than in an independent

country . . -
(Communist International 1928, p. 537).

The colonial bourgeoisie is seen by the Comintern as having two

fractions: the comprador bourgeoisie, which directly serves foreign

SSETand whose economic interests are totally bound up with

continuing colonial or neocolonial domination

consistently oppose revolutions of any kind; and the national

bourgeoisie, whose economic interests are oppressed by imperial

domination. This section of the local bourgeoisie is politics ly

ambiguous and vacillates. While hostile to imperialism it fear

radical social change and is unable to deal successfully with peasant

demands for land. Thus, it cannot lead a successful antnmperialist

movement and carry through a bourgeois revolution. Under contem-

porary conditions only the Communist Party, based in the Proletariat

and peasantry with petty bourgeois support, can do that. However

all four classes can in some degree (the national bourgeoisie only

under some conditions) play a role in the process of national libera

tl0n

in the 1923-28 period the Communist International was relatively

optimistic about the national bourgeoisie playing a leading ^imper-

ialist role in the less-developed countries. For example before 192/,

he Comintern backed the Kuomintang (KMT) m China, a party

which it considered to have a significant ^P0^,0'^^
bourgeoisie leadership. The Comintern argued in 1923 that Uie

only serious national-revolutionary group in China is the Kuo^ntang.

which is based partly on the liberal-democratic^f^^Z
bourgeoisie partly on the intelligentsia and workers (Communis*

Sa^nal
P
1923, p. 5). It went further and instructed the young
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Chinese Communist Party to work closely with the KMT and attempt

to move it further to the Left. The Comintern saw the primary

struggle as against the feudal landlords and the foreign imperialists,

and thus saw the national bourgeoisie as an ally. In 1924 the Comin-

tern argued, "In unceasing struggle against the imperialists and native

feudalists, the communist parties of the East will now as before

support every honest expression of the movement for national

liberation directed against the exploiting yoke of foreign capital,

thus confronting the rapacious international bourgeoisie with the

anti-imperialist united front" (Communist International 1924, p.

159). It clearly defined the national bourgeoisie as part of the anti-

imperialist, antifeudalist united front. In 1926 the Comintern

argued that "... the main task of the present movement is

the united front of all national-revolutionary forces, including the

anti-imperialist strata of the bourgeoisie ..." (Communist Inter-

national 1926, p. 324).

In 1926 the Comintern developed a refined analysis of three

phases of the national liberation movement in countries like China.

In each phase a different class or class coalition was seen as playing

the leading role in the united front against imperialism and feudalism:

Consequently the stage of development reached by the revolutionary

movement in China is characterized by a significant regrouping of

social forces. In its first stage the driving force of the movement was

le national bourgeoisie and the bourgeois intelligentsia, who sought

support among the proletariat and the petty bourgeoisie. In the

second stage the character of the movement changed, and its social

basis shifted to another class group. . . . The proletariat formed a

bloc with the peasants, who were taking militant action in their own
interests, with the urban petty bourgeoisie, and with part of the

capitalist bourgeoisie. ... At the present moment the movement
is on the road to the third stage, on the eve of a new class regrouping.

At this stage of development the basic force of the movement is a

bloc of . . . the proletariat, peasantry, and urban petty bourgeoisie,

excluding the greater part of the big capitalist bourgeoisie. This does

not mean that the entire bourgeoisie as a class stands aside from the

national liberation struggle. Besides the petty and middle bourgeoisie,

some forces of the big bourgeoisie may still go along with the revolu-

tion for a certain time . . . (Communist International 1926b, pp.

340-41).

The Sixth Comintern Congress in 1928 marked a shift to the Left
in Communist strategy. While Lenin had advocated Communists
working with bourgeois-led anticolonial forces in the less-developed
countries, in 1928 the idea of a bloc or basic alliance with such
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questions ^^gflJ™ cement and did not restrict the

utilized to develop 11( » Communist Parties were

STS-MrtK ^ra sue^ui antiimperialist national-

colonial countries:

Agrarian revolution including-^^^T^^
land-that is the fundamental internal socio eco

communist

force of the revolution. Theummenae j
jn ^

eonstitutes the overwhelmmg majority
achicve jts

most developed colonies. . . A„ ^ Se Proletariat, while the

emancipation under -Volution to

p. 539).

After the SeventhO^OgMM^
Communist movement became or

' X™w stressed the

antiimperialist role of f^^f^^S^Ussed by imperialist

importance of a/'popu^ front^ of all^th^eoppres *g J*
tSftff^Sfc The COmmtern

Congress argued:

imperialist^^^.S-i against growing

widest masses into the national uoeiauvu
Hrivins

top^aS exploitation, «M to t2
out of the imperialists, for the^^^^ êd by the

an active part in the mass *nt»m^ ls^ with the

national reformists and ^J^JF*^ ™ the

national-revolutionary and ^f^0^ g

(C„mmunist
Inter-

basis of a definite anti-imperiahst platform ... V

national 1935, p. 367).
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position »^d^ -d Latin America to the present day

countries of
,

Af
;

A
f

° '

botn the USSR and China), although in

(including those close to
considerably.

^Co— developedTenin's idea about the possibility of

The Com "tern P
precapitalist societies. It con-

nect transition tow^m £ ^ in tribal or essen.

^"soc3

ie^s "as P-ts of blae. Africa and central

SStifficient backing from the socialist eountnes)

:

, rfill more backward countries (for example in parts of Africa)

h^ Jre^re vTrtually no industrial wage earners, where the majonty

dictatorship (Communist International 1928, p. 50b).

Moreover the 1928 Comintern analysis of imperialism and

K bo^ Political rule and the developmenLl^S
economic relations, providing such a revolution receives active

support from the socialist countries:

alliance with the U.S.S.R. and the revolutionary proletariat

opens f r the m-es of China, India, and all other colonial and sem,

colonial countries the prospect of independent econom! and cultural

development, avoiding the stage of capitalist domination, perhaps

even the development of capitalist relations in general. . .
•

There is thus an objective possibility of a »°n^pit«

«

development for the backward colonies, the possibility that the

bourgeois-democratic revolution in the more advanced co o^s w

be transformed, with the aid of the victorious P^ 1^^*^
in other countries, into the proletarian socialist revolution (Communist

International 1928, p. 533).

This 1928 analysis comes close to arguing that the^imp^
revolution can more or less immediately be transformed into ai see

ist revolution without a lengthy stage of national-democratic reior
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t^teri debate the Sixth Comintern Congress in 1928
After fXl^thtSditional Marxist position on the

>

elfeet

fundamentally revwea « development of the less-

of the «P°rt
.

0
*,

ca!X Xses of this Congress maintain that un-

developed regions. The theses <rt B
trialization through the

periahsm hinders«^*» fontradictio» between colonialism and

export of capital. There is

*J°™ h India . Rather than

o^; of expLtation that are the basis for the economic power of

thecal wealthy interests which support imperialism.

raoitalist exploitation in every imperialist country has proceeded _by

S the taxation machine, and for the commeraal needs of the m
pi-
a£TSSU: colonial exp.oitation presupposes some encour-

agem n of clnia'l produetion, this is directed on such mes and

nromoted only in such a degree as correspond to the mterests ol tnt

and,

coioniarcountry, but, on the contrary, reinforces its dependence on

****** country, in particular *e

building up of a flourishing engineering industry which would pro-

mote the independent development of Its productive forces,« no

ZwL* but on the contrary, is hindered by the metropoh^ Tin

ifthe essence of its function of colonial enslavement: the colonial

countrvT compelled to sacrifice the interests of its mdependent

reCment "d to play the part of an economic (agrarian raw

materia,)•"^^M'S— p„ts narrow iimits to

TO2*E5SE£ coionies acce.erates the deve.opment

o, cZ aSTreLdons mere. The part which is invested in producdon

does to some extent accelerate industrial development but this is

no done" ways which promote

to strengthen the dependence of the colonial economy on the

capital of the imperialist country. . . . .„„„„„„ in iargc planta-

The favourite form of investment ,n^'^"^Ug vast

tions, with the object of producing cheap food and mono
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~ nf raw material. The transference to the metropolis of the

S°"r
ter p rt If "h irplus value exported from the cheap labour

of the colonial slaves retards the growth of the colomal economy

"Tthe development of its productive forces, and is an obstacle to

gZX^i political emancipation . . .
(Commumst Interna-

tional 1928, pp. 534-35).

u™ i. now seen as parasitical on the economically back-

riTonnt
" Td" h ndeting the deveiopment of the forces of

ward countries, an
for the most part uripenahstn

only in the coXction of railways and other export-oriented

f,mt es.

Production is encouraged only if it corresponds to the

facilities "oo
preServes colonial monopoly, thus

10

forcing depemienee
P
on the imperialist metropolis. As economic

re
nSs to the taperial countries the colonial and setmcolomal

S forcedI to special- in agrarian and raw material production

foITire—fiXS* ttie 1920s of the theses that

imJr^ismW^ks industrialization and that the national bourgeoisie

anr~try can play important roles in the antiimperiahst revolu-

tion ar ™£t unrelated. Before 1928 Marxists generally saw the

worktag class of the less-developed eountries-a product of the

TanrtaMst mdustoialization of these countries by imperialism itself-asKS revolutionary agent (both the leading and the motive

force) just as it was considered to be m Europe. But if imperialism

blocks rato than facilitates industrialization and the consequen

creation of an industrial working class, then other soma

be seen to play central roles in the revolutionary V™^*™*
as the motive force). If imperialism does not resuit : n the deve op

ment of capitalism in the less-developed countries bu

presses those forces that have an interest m ^tahsm then the

local "national bourgeoisie" can be expected to mamf *t the*

contradictions with the forces that are preventing^^^T^
Likewise, if imperialism, rather than transform.ng the »*o

urban and rural wage workers, is perpetuatmg sennfeudal elationsby

supporting landlord interests and encouraging agncultu e.^pea ant

can well be expected to play an important role m the antiimperiahst

movement.

MAO TSE-TUNG

The analysis developed by the Communist

1920s and 1930s was applied to China by the Chinese Comni
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Party, whose most articulate spokesperson has been Mao Tse-tun,The analysis of imperialism in China anH th. J I t
ise-tung.

liberation in Mao', writings L^v^tUv a?Si

to ?ti0nal

to those developed by the CanZZT^ Y a".sPec,flcs. identical

The only exceptions of fiSSTS- C m
"" h

V°°
k th6m -

than the Comintern the L*!!" f ,'•
Ma° emPhas^s more

in the particular cond tions that ^hi- /^ ^ Wlth the peasantry

ignores the^S^j^1 ltSelf
/
»d «econd, Mao

ist or national-democrat c Si "fH ^ ""^ Skip the caPitaJ -

directly move to a phase of toll ion7 «* mOTe °r less

possibility of supporUrom the iSsR
4
° b6CaUSe °f the

^^X^^^Z^ a semicoma,,
process of developing capitalist

was accelerating the

disintegrating t^VZlT^Z^L IT"*™ ™commercial development while at tL same 11 hf
nd

t .

encourag1"g
industrialization:

tlme blockmg capitalist

foreign cartS^S^- 0*ete, CapitaBsm
' *n"»tion by

cities and in the peasanf,' hnl
ha"d,Craft mdusWes both in the

penctrationof China Were ^ " °!*" the imf>erialist

aspect, namely the collusion It
«™°™tant and obstructive

forces to arrel th S^t^S^™ *" the Chinese feudal

PP. 309-10).
aere">Pi"ent of Chinese capitalism (Mao 1939b,

otriult^
in °hina COminto"'s «~ - a two-stage process

Party elrecesTeC^e^TeTm
W

«* *? C<"™
revolutions which are two eSallvnt T " 'C and the socialist

and that the ^T^^he^TST*"^ Proc~"'
first has been completed ?ne dl. i

thr°Ugh only after the

preparation forfJ^^^^^'^ ?*
the inevitable sequel to the J«m

socialist revolution is

330-31).
q democratic revolution (Mao 1939b, p.
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Mao adopted the idea that the revolution in rhino n u
by an alliance of four elasses-the proletoiar ^hl 5 made

cannot winWby^TSKSLK""^ "

reliable ally/and me i^afb^e^&3?^Vand to a certain extent (Mao 1939bfp 326)
Pen°dS

The Chinese national bourgeoisie will tat™ r,„,t a.
against imperialism and the feudal »7 ? the Stru8gle

certain extent, because foreign „nl I
CeA!Un times and to a

which China IsSTSLSK^^*'*^ '°
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t 'meS> the Pro|etariat
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'
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fo thp traditional Marxist analysis that the pro-

Mao fully accep s thetodm
process> mthe

ir^d^:^^-^&cm:
SfSttSS the' other oppressed classes, e, ,

peciX the Peasantry, to successful revoluuon: I

h addition to^Jg^SSir"—

I

where-its assoc.at.on w,tb
'

*e TSt a"
mA its lack of private

S3 5^£S?«^5SU - many other out-

standing qualities.
more resolute and thoroughgoing

a threefold oppression (.mpen Us

'J*™*^,,, ^/countries.^^^^-SS^S^ *>< instance, its^r—Tuh ,e^^ss
with the Proletariat in the captahstcountnes) and ts ow

,evel (as compared with the ^""^•J^^.X.. Un.ess

succeed (Mao 1939b, 324-25).

^hthe^at—
The poor peasants in^^f^^^S, the^
the broad peasant masses w.th no^™™™

o( the Chinese

proletariat of the countrys>de, he b.ggest motive «°

revolution, the natural and most tel.able ally of the pro etariat

main contingent of China's revolutionary forces (Mao 1939b, p. 324,

main force succeed at revolution:

Only under the leaderslnpo^e^c^—
peasants achieve their liberation and only b> orm

g

^

with the poor and middle peasants can the proletariat lead

tion to victory (Mao 1939b, p. 324).
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• « ™a n»a<i»nt wars in Chinese history

The scale of peasant upnsmgand P a^n wa ^ ^^
has „o parallel anywhere eke. ^^J" the rea . motive foree

peasant «Pm^m*^„ Chinese feudal society
However,

It historical development "Ch

„

^ rf prod „,

.ince neither new productive Iorces
- .

t existed in those
5

07new e.ass leadership

days, the peasant uPf,n

f ™"„unist party provide today, every

such as the proletariat and <^m™ ^ invariably used by-

peasant "^^^^^tSTdurtag or after the revolution,

* S££ changeW 1939b, PP. 308-9).

ec nroletarian organization and ideology

Mao sees the P™™*^^^ by the close ties between

them" (Mao 1939b, p. 325).

LEON TROTSKY

Leon Trotsky, in the old^^S^S^^
sharper terms than Luxemburg^J» tries reSults in the

capital from the more-developed capita
countries and

industrialization of the colonialJ***^ there (a proletariat
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that would be the basis for a socialist revolution)

.
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h bour.

. stages, the first of whieh would essentially eaxry through
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geois reforms, and that the peasantry would play an especially

important role in the first stage of the revolution. Trotsky argues:

The bourgeois and proletarian poles of the Chinese nation stand

opposed to each other even more irreconcilably, if this is at all pos-

sible, than they did in Russia, since, on the one hand, the Chinese

bourgeoisie is directly bound up with foreign imperialism and the

latter's military machine, and since, on the other, the Chinese pro-

letariat has from the very beginning established a close bond with the

Comintern and the Soviet Union. Numerically the Chinese peasantry

constitutes an even more overwhelming mass than the Russian peas-

antry. But being crushed in the vise of global conflicts, upon the

solution of which in one way or another its fate depends, the Chinese

peasantry is even less capable of playing a leading role than the

Russian. . . .

These fundamental and, at the same time, incontrovertible social

and political prerequisites of the third Chinese revolution demonstrate

not only that the formula of the "democratic dictatorship" has hope-

lessly outlived its usefulness, but also that the third Chinese revolution,

despite the great backwardness of China, or more correctly, because

of this great backwardness . . . will not have a "democratic" period,

not even such a six month period as the October Revolution had

(November 1917, to July 1918); but it will be compelled from the

very outset to effect the most decisive shake-up and abolition of

bourgeois property in city and village (Trotsky 1928, pp. 244-45).

Trotsky thus sees the revolution in the colonial and semicolonia!

countries as taking essentially the same form as in the advanced

countries. The nature of the revolution will be fundamentally anti-

capitalist and socialist from the beginning. It will direct its attack

from the first on the local bourgeoisie and landlords at the same

time as against foreign imperialism. It will rely mainly on the pro-

letariat with the peasantry playing a passive role in rallying behind

the proletariat. Trotsky strongly disagrees with the Comintern idea

that the national bourgeoisie can play an antiimperialist role. He
argues:

The Indian bourgeoisie is incapable of leading a revolutionary struggle.

They are closely bound up with and dependent upon British capital-

ism. They tremble for their own property. They stand in fear of the

masses. They seek compromises with British imperialism no matter

what the price; and they lull the Indian masses with hopes of reforms

from above (Trotsky 1939, p. 248).

Trotsky rejects the idea that imperialism is any longer able to

bribe the working class in the advanced countries, especially as
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• terimperialist rivalry among them intensifies. He argues that they,

rl the workers and peasants in the colonial and semicolonial

countries, suffer from the burdens of imperialism:

The imperialist classes were able to make concessions to colonial

peoples as well as to their own workers only so long as capitalism

marched uphill, so long as the exploiters could firmly bank on the

further growth of profits. Nowadays there cannot even be talk of

this. World imperialism is in decline. The condition of all imperialist

nations daily becomes more difficult while the contradictions between

them become more and more aggravated. Monstrous armaments

devour an ever greater share of national incomes. The imperialists can

no longer make serious concessions either to their own toiling masses

or to the colonies. On the contrary, they are compelled to resort to

an ever more bestial exploitation. It is precisely in this that capital-

ism's death agony is expressed. To retain their colonies, markets and

concessions, to safeguard them from Germany, Italy and Japan, the

London government stands ready to mow down millions of people

(Trotsky 1939, pp. 24849).

CONTEMPORARY SOVIET THEORIES

The Soviets since the late 1950s have rejected Lenin's thesis

that interimperialist rivalry is a primary contradiction within the

world capitalist system. They consequently also reject the idea

that interimperialist wars are inevitable. The principle aspects of

their argument, probably articulated best by Y. Varga, are: first, the

existence of a strong socialist camp forces the capitalist powers to

unite; second, the tremendous potential devastation of nuclear

warfare makes it clear to the capitalists that war would greviously

harm all participants; third, the capitalists realize that the expansion

of socialism is the likely outcome of a war; and fourth, there are

alternative ways to profit from imperialism other than actually going

to war against other imperialist powers.

Varga argues that the capitalists are afraid that wars among
them will lead to the further expansion of socialism (as in World

War I and II):

- . . even though there are economic reasons for inter-imperialist

wars, and even though the struggle for raw material sources and

markets, and for the export of capital is no less acute between the

imperialists today than it was before the Second World War, bourgeois

statesmen have learnt a lesson from the First and Second World Wars,

which robbed capitalism of its power over one-third of the world's
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population, and that they therefore see the dangers entailed to their

class in a new inter-imperialist war. This alone will stop them from

allowing a new war to come to a head. . . .

The possibility of a new inter-imperialist war is not excluded. But

as long as the decision of war or peace is not left to the discretion of

a madman like Hitler, but to bourgeois statesmen aware of the threat

such a war involves for the capitalist system, it will not come to pass

(Varga 1968, pp. 82, 84).

He maintains that the threat of mutual devastation inhibits the

imperialist countries from initiating wars:

.... Even the very rich will be unable to avoid its consequences,

for war, like cancer, does not distinguish the rich from the poor. This

awareness of a common danger is a powerful deterrent against war

(Varga 1968, p. 84).

Varga goes on to argue that wars over the redivision of the world

are obsolete because there are now other effective ways to exploit

the less-developed countries:

In modem conditions it is extremely unlikely that an imperialist

country will unleash a war against another country to seize colonies.

.... Monopoly capital has learned to exploit the ex-colonies, which

have remained bourgeois, by neo-colonialist methods, without domi-

nating them politically (Varga 1968, pp. 82-83).

Other Soviet authors argue that the common interests of the

advanced capitalist countries in preventing socialist revolution in

the less-developed countries results in a form of "collective colonial-

ism":

The whole of postwar experience shows that despite the contradic-

tions dividing them, the imperialist powers seek to coordinate their

actions in the major battles of the national liberation movement.

Whenever truly important interests in the contest between socialism

and capitalism are affected in the zone of national liberation, when-

ever the positions of imperialism as a whole are at issue, the imperial-

ists are guided by the considerations of their global anti-socialist,

anti-revolutionary strategy, and bend every effort to act in a common

front. Indeed, this is reflected in the emergence of a phenomenon

known as "collective colonialism," an important feature of neo-

colonialism (Brutents 1977, Pt. 1, p. 54).

The essence of the Soviet position is that the leaders of the

imperialist states are able to act rationally to contain their internal
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tradictions because of the imminent threats of socialism and
con

,

ual destruction (there being alternatives-namely heavy peace-
mU

e moitary spending and collective colonialism-to fighting over

crarce outlets for capital).

In the contemporary Soviet view of the world, the contradiction

bPtween the socialist and capitalist countries has come to replace

interimperialist rivalry not only as one of the three major contra-

dictions but as the principal contradiction in the world. In Varga's

ords- "Socialism has become the decisive factor in world historical

development" (1968, p. 77). The Soviets argue, in fact, that it has

been the existence of a strong Socialist bloc that has been the prin-

cipal force behind the national liberation of Europe's colonies after

World War II, and which remains the major factor in the success of

national liberation movements:

If events have taken a different course, if the subjugated countries

of Asia and Africa won their independence before the elimination of

the capitalist system in the metropolitan countries, this became possible

only through the establishment and consolidation of the world socialist

system and the consequent sharp weakening of the imperialist system

and the tempestuous rise of the national liberation movement (Brutents

1977, Pt. l,p.64).

While the Soviet argument about the containment of inter-

imperialist contradictions contains an element of voluntarism in its

assumptions about the rationality of states' behavior, it is difficult

to deny either that the leading capitalist countries are more unified

than ever or that the threat of anticolonial movements going the way

of China, Vietnam, or Cuba has played a major role in both the

granting of formal independence to Africa and Asia and providing

the newly independent states considerable room to maneuver against

the transnational corporations and imperialist states.

The Soviets maintain that the industrialization of the less-

developed countries is possible without socialist transformation.

However, they maintain that socialism would be the most efficient

means by which to industrialize. They further maintain that all-

around social and economic development is greatly accelerated by

socialist relations of production.

The experience of industrialisation of Asian, African and Latin American

countries shows that the break-up of the former socioeconomic pattern

and the ending of economic backwardness is an intricate and multi-

faceted process. Each group of countries, each country, naturally, is

undertaking industrialisation in its own conditions, and in each country

this process has its specific features. At the same time, as demonstrated
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by the experience of history, the acceleration of social and economic
progress on the basis of industrialisation is possible only when it is

accompanied by deep-going social changes and the triumph of new,
more advanced, relations of production (Tyagunenko 1973, p. 363).

The Soviets divide the less-developed nonsocialist countries into
those that are industrializing rather rapidly, including Argentina,
Brazil, Mexico, India, and Egypt, and those whose economies are still

centered on the extractive sectors:

Of the developing countries Argentina, Brazil, Mexico and India have
already become agrarian-industrial to a certain extent, while most of
the countries of Tropical Africa have no manufacturing industry to
speak of (except primitive handicraft workshops).

In this connection all developing countries could be conventionally
divided into the following groups taking the level of a modern industry
in them as a criterion:

1. Agrarian-industrial countries with relatively developed manu-
facturing and swiftly expanding (although still not very substantial for
its share) heavy industry, including engineering. This group includes
above all Argentina, Brazil, Mexico, India and Egypt.

2. Countries with a developed extractive industry and also some
manufacturing, chiefly light and food industries oriented primarily on
the home market. In these countries industry belongs both to national
and foreign capital. Among them are the Philippines, Pakistan, Iran
Syria, Algeria, Tunisia, Morocco, Uruguay, Chile, Colombia and' some'
other states (Tyagunenko 1973, p. 351).

The Soviets see four key factors in the process of rapid indus-
trialization of the less-developed countries: first, independence
from imperialist domination; second, a strong role for the state in
guiding the economy; third, the active participation of the masses
of working people in the industrialization process; and fourth, the
economic support of the developed socialist countries. While these
four processes are maximized in a socialist society they are also
present to a degree in countries taking a "noncapitalist path."

While, the Soviets maintain, industrialization of a sort does
tend to occur in countries that are dominated by imperialism, such
industrialization, they argue, tends to be contained and distorted
to suit Western imperialist interests rather than promoting all-around
rapid economic growth. The Soviets argue: "Imperialism employs
a totality of economic and political measures to warp the industria-
lization process in developing countries and impart to it a scale and
forms that would be compatible with its expansionist interests"
(Tyagunenko 1973, p. 15). The Soviets today do not argue, however,
that foreign investment per se need necessarily result in either
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blocking industrialization or in keeping a country dependent on
imperialism. On the contrary, they maintain that foreign capital
by promoting industrialization, can create the basis for national
independence. And further, that foreign capital can be utilized
under conditions m which national independence and rapid industrial
development need not be compromised:

In developing countries industrialisation is a component part of the
struggle for economic independence from imperialism, and as such
objectively bears an anti-imperialist nature. Utilising at the initial
stage the know-how and technology of imperialist states to accelerate
their economic growth, young states at the same time create the mate-
rial prerequisites for their full liberation. While attracting foreign
capital, many Asian, African and Latin American states take measures
to curb its exploiting substance. Imperialist monopolies are presented
with a number of demands, especially in countries with a socialist
onentation, demands which protect the national interests and facili-
tate the achievement of the vital goal of independent development
(Tyagunenko 1973, p. 18).
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In these conditions special urgency and importance are acquired by

the question of deep-going democratic changes both in the economic

and the social sphere capable of rallying the masses for conscious action

in building up the economy and the new society (Tyagunenko 1973,

p. 362).

The Soviets argue that the existing socialist countries can accel-

erate the industrialization process in the less-developed countries by

their economic support, including assistance, trade, and technical

advisors:

The existence of the world socialist system is creating favourable

conditions for the accelerated economic growth of these countries.

Economic relations with socialist countries, by destroying the mono-

poly of the imperialist powers, help developing countries to utilise

more swiftly and fruitfully the know-how accumulated in the world

(Tyagunenko 1973, p. 12).

It is clear that the countries following the noncapitalist path

among the nonsocialist less-developed countries maximize all four

of the factors the Soviets emphasize as the conditions of economic

development: independence from imperialist domination, a strong

role for the state in the economy, a high level of popular mobiliza-

tion, and support from the socialist countries. It is equally clear that

the countries that the Soviets themselves argue are making the most

rapid industrial progress— Argentina, Brazil, Mexico, Egypt, and

India— are not countries following the noncapitalist path, and thus

that the Soviets admit de facto that integration into the imperialist

system can result in fairly rapid industrialization even while the

four factors cited are not predominant. The Soviets have modified

considerably the analysis of the Sixth Congress of the Comintern

on the effect of imperialism on industrialization. They now take

a position that is more or less midway between the classical position

maintained by Lenin and the Communist movement before 1928 and

that of the Sixth Congress.

The Soviet Communist Party in the early 1960s began empha-

sizing the notion of "noncapitalist development," or "revolutionary

democracy"—a notion rooted in analyses dating back to Marx and

Engels. The Soviets see the possibility of at least some countries

evolving, once they have liberated themselves" from colonialism,

toward a period of "socialist transition" without going through

either capitalist development or a national-democratic stage under

Communist leadership. This is possible because of the possibilities

of support from the existing socialist countries. The Soviets see the
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elopment of the Asiatic peoples of Soviet Central Asia as well as

h transition to socialism of Mongolia—both of which are seen to

t e passed from essentially patriarchal or tribal relations of produc-

ts n to socialism without going through class society— as examples

f one type of noncapitalist development. They further see North

Korea and Vietnam in having passed directly from a semifeudal

society to the phase of transition to socialism without having passed

through a national-democratic stage as another. The Soviets see such

a possibility existing in the postindependence period in many Asian

and African countries, e.g., Iraq, Syria, Algeria, Ghana, Guinea, Mali,

both Yemens, Tanzania, Libya, Benin, Angola, Burma, Congo

(Brazzaville), Mozambique, Somalia, and Ethiopia (Ulyanovsky

1977, p. 20; Brutents 1977, Pt. 2, p. 182). Two contemporary

views on noncapitalist development state that:

The emergence of a world socialist system has given the liberated

peoples a real opportunity to bypass the more advanced forms of

class-antagonistic relations, the capitalist socio-economic formation

above all. ... a large section of Tropical Africa has never had any

slave-ownership or feudalism to speak of. There is reason to assume,

therefore, that noncapitalist development towards socialism can also

mean bypassing the whole class-antagonistic stage of world history

(Andreyev 1977, p. 30).

... in the present historical situation, non-capitalist development

is possible in any country with predominantly pre-capitalist social

relations, irrespective of the degree of that country's backwardness

(Brutents 1977, Pt. 2, p. 131).

The Soviets see noncapitalist development as building the ground-

work for socialist development:

Some young states have taken the noncapitalist path, a path which

opens up the possibility of overcoming the backwardness inherited

from the colonial past and creates conditions for transition to socialist

development. The formula implies that the noncapitalist way is not

socialist development proper but a specific period of creating the

material, social and cultural conditions for transition to socialist deve-

lopment . . . (Ulyanovsky 1977, p. 26).

Common features of what the Soviets call "socialism-oriented"

countries pursuing the "noncapitalist way" or "revolutionary demo-
cracies" include: strengthening of the states' role in the economy
(state capitalism), the gradual elimination of both foreign and native

Monopolies, a broad coalition of "progressive forces," the growth of

the working class, and greater political organization of the peasantry.
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The Soviets stress, however, the conflicting pressures operating in

such societies and the possibilities of such developments as state

capitalism escaping from the control of progressive forces, the

growth of a bourgeoisie out of the peasantry and petty bourgeoisie,

and concessions to foreign economic enterprises which thereby gain

increasing influence.

The Soviets tend to see the countries on the "noncapitalist road"

as essentially petty-bourgeois, both in their dominant economic

activities (small holding peasants, artisans, civil servants, and intelli-

gentsia) and in the nature of their states. They see that the leading

role in the period of noncapitalist development is typically played by

the "national intelligentsia" (both civilian and military):

Since the national intelligentsia has a virtual monopoly in education

and culture, and since the social class structure is undifferentiated,

which leads to large sections of the population being politically indif-

ferent, and also in view of the impact of global socio-economic tenden-

cies, the intelligentsia has developed into a stratum that is relatively

independent in socio-political terms (Andreyev 1977, pp. 61-62).

The class nature of the national-democratic regimes is distinguished

by two features. Firstly, it is above all petty-bourgeois strata (the

intelligentsia) that provide the main political champions of the interests

of the bloc of the classes of the working people, the petty and middle

bourgeoisie. In the second place, these representatives of the petty

bourgeois intelligentsia who are at the helm of state and party affairs,

the army and the economic apparatus enjoy relative freedom of action

and a certain temporary independence vis-a-vis the main classes in

society (Ulyanovsky 1974, p. 83).

According to the Soviet theorists, the petty-bourgeois nature of

"revolutionary democracy" is manifested in inconsistencies and

instability

:

The heterogeneity and petty-bourgeois character of the class basis of

revolutionary democracy, combined with other socio-political and

gnoseological factors, gives rise, too, to one of the most important

characteristics of revolutionary democracy's ideological constructs—

their inconsistency and contradictoriness. They range side by side

theses from different and often mutually exclusive sources—from

Marxist propositions to social democratic ideas, from religious dogmas

and traditional notions to the views of the enlightenment and classical

political economy, from Gandhian principles to the ideas of the Utopian

socialists (Brutents 1977, Pt. 2, p. 25).

But precisely in virtue of the intermediate character of the middle

sections and their class peculiarities, they have not revealed this orien-
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tation of theirs—whether capitalist or anti-capitalist—all at once,

directly or in a "pure form," but only gradually, seeming to incline

towards that orientation in the course of further development, and only

in the final count. Wherever pro-bourgeois positions were ultimately

adopted, this was now and again not a demonstration of the real face

that had for the time being been covered up with a demagogic mask,

but a natural expression of the social condition and corresponding

orientation (Brutents 1977, Pt. l,p. 124).

The Soviets see that the probability of such noncapitalist states

jiving to socialism depends both on the extent to which there is

growth in the size of their native working class and its political

influence, and especially on support from the existing socialist states.

It is on the basis of this theory that the Soviets have given consider-

able support to Egypt (during the Nasser period), Libya, Syria, Iraq,

the Popular Movement for the Liberation of Angola (MPLA) in

Angola, Frelimo in Mozambique, Algeria, the Peoples' Democratic
Republic of Yemen, the Dergue in Ethiopia after 1975, Somalia
before 1978, and the revolutionary regime in Afghanistan after April

978.

Although not strictly within the Soviet definition of noncapitalist

elopment, because of its preexisting formal independence and the
considerable development of capitalist relations of production there,

perhaps the leading example of the success of Soviet policy in

supporting progressive regimes led by the national intelligentsia has
been the case of Cuba. In Cuba, Soviet and local Communist Party
support of Fidel Castro's 26th of July Movement (a classical pro-
gressive nationalist movement) moved it (under pressure from the
United States) to develop a socialist society.

There seem to be two theories in contemporary Soviet literature
of the role of the national bourgeoisie after independence. One is

represented in the work of Ulyanovsky, who is relatively optimistic
about their progressive role, and the other is represented by Brutents,
who is relatively pessimistic. Ulyanovsky appears to argue that the
national bourgeoisie can participate in, but not lead, a thoroughgoing
revolutionary democracy" under the leadership of the petty-
bourgeois intellectuals even while as a class it remains "ambivalent":

Developments in India have provided confirmation for the Marxist-
Leninist tenet to the effect that there exist within the national liberation
movement two trends—on the one hand, the revolutionary-democratic
trend, and on the other, the bourgeois-nationalist, reformist trend—
and that the national bourgeoisie plays an ambivalent political role

(Ulyanovsky 1974, p. 237).
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Events have shown that the tasks of national-democratic revolution
cannot be consistently carried out under the exclusive leadership of
the national bourgeoisie, but only when more progressive forces are in

control . . . (Ulyanovsky 1974, p. 80).

This variant, more significantly, goes on to argue that countries
which are not on the noncapitalist road and in which revolutionary
democrats are not in power but rather the national bourgeoisie has
the upper hand, e.g., India, can gradually evolve to the noncapitalist
road under pressure from the domestic mass movement together with
international support from the socialist countries. Ulyanovsky thus
argues for the necessity of an alliance that includes the more progres-
sive national bourgeoisie (generally the smaller capitalists) in order
to move newly decolonized countries to take the noncapitalist rather
than the capitalist road: "A firm alliance between Marxists-Leninists
and national democrats is the fundamental condition for advance
toward progress and socialism in the countries of the Third World"
(Ulyanovsky 1974, p. 209). He advises the native working class and
Marxist-Leninists to attempt to achieve leadership within a broad
antnmperialist coalition, "To achieve leadership of the peasant
masses and the middle urban strata in a united front with the national
democrats-such is the realistic goal the working class should aspire
to (Ulyanovsky 1974, pp. 433-34).

It would seem that this later variant of the Soviet theory of
noncapitalist development diverges from the classical Marxist notion
that transformations of class society can only occur through a
process of revolutionary change, i.e., that gradual reform through
pressure and popular alliances of bourgeois states is not a historical
possibility. While the notion that essentially petty-bourgeois states
without consolidated exploiting classes may evolve toward socialism
(or capitalism) would seem to be a notion compatible with traditional
Marxist thinking, the idea that an essentially consolidated capitalist
society (under the leadership of a national bourgeoisie) can peace-
fully evolve to a situation in which the petty bourgeoisie is both
economically and politically dominant seems incompatible with the
mainstream of Marxist thought.

However, in the other variant of the theory as presented by
Brutents (1977) there is little optimism about the gradual transfor-
mation of national bourgeois states into revolutionary democracies
through pressure on the national bourgeoisie. For example, Brutents
argues

:

It would appear that the national bourgeoisie stands to gain from
mustering the national resources with the aid of the state for the
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purpose of solving the problem of primitive accumulation and economic
upswing, and from the introduction for these same purposes of some
elements of planning on the scale of the whole country or of individual
branches of production. But this kind of state interference, even if it

has only these and no broader purposes, tends to clash with the urge of
the bourgeoisie to enrich itself at any price, hampers its self-seeking
and speculative operations in foreign and domestic trade, and creates
obstacles for parasitic consumption by rich social groups, not only
of the bourgeoisie itself, but also of the landowners and aristocrats
allied with it.

Accordingly, the national bourgeoisie opposes "unlimited" govern-
ment interference in the economy and any "unwarranted" extension of
its economic functions, regulation of private capital operations, which
tend to "fetter" its spirit of enterprise and initiative, and "petty "

that
is, real and concrete planning (Brutents 1977, Pt. 1, pp. 186-87).

'

Brutents is especially negative toward the "bureaucratic bour-
geoisie" of state and nationalized enterprise administrators:

The characteristic features of the administrative bourgeoisie in the
developing countries, considering its special position within the system
of state power and the social tendency it embodies, remind us of Marx's
idea that m certain conditions the bureaucracy is itself capable of
actmg as an instrument paving the way for the class domination of the
bourgeoisie.

Because of its specific position and methods of enrichment the
bureaucrats bourgeoisie is especially venal in political terms and is
capable of taking up the most anti-national and anti-popular stand
indeed, judging by some of its political tendencies, inclinations and
mentality, it may well be considered something of an heir of the
comprador bourgeoisie (Brutents 1977, Pt. 1, p. 239).
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The policy of developing ties is also pursued with respect to

national states whose sovereignty is still largely nominal, for there, too,

there is a growing urge for genuine independence, which calls for

support (Brutents 1977, Pt. 1, p. 296).

This second variant of the theory of noncapitalist development

would seem to be compatible with the classical notions of the state

and revolution of the Marxist tradition.

SUMMARY

This chapter has summarized the development of the mainstream

of Marxist thought on the central aspects of the theory of imperial-

ism. It has focused on the evolution of thought on the questions of

the effect of imperialism on economic development and class struc-

ture of the less-developed countries, the antiimperialist revolutionary

process in the less-developed countries, the effect of imperialism on

the working class in the developed countries, the phases in the

development of imperialism, and the competition and rivalry among

the leading imperialist countries. For the most part, we have seen

that there has been considerable difference of opinion and change

among the leading schools of thought within the mainstream of the

tradition. While Marx, Luxemburg, Lenin, Trotsky, and to a degree

contemporary Soviet theorists see imperialism as promoting both

industrialization and the growth of a revolutionary proletariat in the

less-developed countries, the Communist International after 1928

and Mao Tse-tung (in concurrence, as we will see in the next chapter,

with the Marxian-dependency theory tradition) have seen it as

hindering industrialization and the growth of a revolutionary pro-

letariat. While Mao gives the greatest emphasis to the role of the

peasantry as the principal motive, but not the guiding force in the

revolutionary movement, Trotsky is the most sanguine on this

question. The Soviets adopt an intermediate position. The contem-

porary Soviet Union and to a lesser degree the Comintern, both

before 1928 and after 1935, along with Mao Tse-tung, seem the most

optimistic about an antiimperialist role for the national bourgeoisie

in the less-developed countries. Trotsky and to a lesser degree the

Comintern between 1928 and 1935 are the most pessimistic. Lenin

and the Comintern, along with Mao Tse-tung, have been most in-

sistent on the saliency of interimperialist rivalry, while contemporary

Soviet theorists feel that interimperialist rivalry has been largely

contained and supplanted by the new contradiction between the

imperialist countries and "the socialist camp."

3
THEORIES OF IMPERIALISM:

MARXIAN-DEPENDENCY
THEORY

In the 1950s and 1960s a new school of imperialist theory
developed. This school was influenced by both the traditional
Marxist theory of imperialism and by "dependency theory." Depen-
dency theory largely originated in Latin America. It had been
initially formulated by people (many of whom worked with the U.N.
Economic Commission for Latin America) who sought a middle way
between socialism and semicolonial status for this region.

The U.S. journal Monthly Review became the most influential
medium for the development and dissemination of this new "Marxian-
dependency" theory. The leading articulators of the Marxian-depen-
dency or "Monthly Review" school have included Paul Baran, Paul
Sweezy, Harry Magdoff, Andre Gunder Frank, and Samir Amin.

The Marxian-dependency school is perhaps typified most sharply
°y its development of the idea, advanced in 1928 by the Communist
international, that the effect of imperialism on the economically
ess-developed countries is their underdevelopment. Most of the
dherents of this school go beyond Lenin and the Comintern's
iscussion of the parasitical nature of imperialism, arguing that
arx's analysis of the flow of real resources during the stage of

Primitive accumulation in Europe has in fact held until the present.
ey maintain that in the twentieth century there has been a net

W?
W of wealth from the economically less- developed countries,

tr
thereby subsidize the advanced. The consequence of this

nsfer of wealth is seen to be the less-developed countries becoming
orer and the advanced countries (including their working classes)

wealthier.
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THE TRANSFER OF VALUE AND UNDERDEVELOPMENT

While Marx, Luxemburg, and Lenin felt that the export of capital

produces "uneven development," with the formerly backward areas

of the world rapidly industrializing (Japan being the prototype), the

Communist International after 1928 argued basically that capitalist

development was blocked by colonial and semicolonial ties of

dependence that essentially preserved, or at least greatly hindered

the transformation of previously existing feudal, Asiatic, or tribal

forms of property. In contrast, those affiliated with the journal

Monthly Review (agreeing with the Trotskyist tradition that most

countries are already essentially capitalist) feel that the cause of their

lack of development is not imperialist blocks on the development of

capitalism, but, to the contrary, their full integration into the world

capitalist system, and the consequent dominance of capitalist (not

feudal or semifeudal) relations of production. This tradition argues

that the predominance of capitalist relations in the less-developed

countries results in the process of underdevelopment, which increases

the gap between the two types of countries both through the appro-

priation of their economic surplus by the advanced countries (the

process stressed by Baran and Frank) and because of the structural

blocking of industrialization by the economic policies of the trans-

national corporations and the states they dominate.

Paul Baran 's article "On the Political Economy of Backwardness"

(1952) and his book The Political Economy of Growth (1957) have

had a tremendous impact on thought about the effect of imperialism

on economic development. Baran argues that the rich get richer and

the poor get poorer because of the monopoly position of the rich in

world trade and their dominance in overseas investment processes

that result in the actual transfer of wealth from the less-developed

to the more-developed capitalist economies:

... the Western European visitors rapidly determined to extract the

largest possible gains from the host countries, and to take their loot

home. Thus they engaged in outright plunder or in plunder thinly

veiled as trade, seizing and removing tremendous wealth from the places

of their penetrations. . . .

This transfusion itself and in particular the methods by which it

was perpetrated had perhaps an even more telling impact on the reluc-

tant—to say the least— "donor" countries. They violently jolted their

entire development and affected drastically its subsequent course.

They burst with explosive force into the glacial movement of their

ancient societies and tremendously accelerated the process of decom-

position of their precapitalist structures. . . .
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Accelerating with irresistible energy the maturing of some of the

basic prerequisites for the development of a capitalist system, the

intrusion of Western capitalism in the now underdeveloped countries

blocked with equal force the ripening of others. The removal of a large

share of the affected countries' previously accumulated and currently

generated surplus could not but cause a serious setback to their primary

accumulation of capital (Baran 1957, pp. 142-43).

... the forces that have molded the fate the backward world still

exercise a powerful impact on the conditions prevailing at the present

time. Their forms have changed, their intensities are different today;

their origin and direction have remained unaltered (Baran 1957, p. 163).

. . profits derived from operations in underdeveloped countries

have gone to a large extent to finance investment in highly developed

parts of the world. Thus while there have been vast differences among

underdeveloped countries with regard to the amounts of profits plowed

back in their economies or withdrawn by foreign investors, the under-

developed world as a whole has continually shipped a large part of its

economic surplus to more advanced countries on account of interest

and dividends (Baran 1957, p. 184).

The implications of Baran 's analysis for the less-developed countries

are different from those of pre-1928 classical Marxism. Capitalism,

rather than being a progressive force that stimulates economic

development, is seen as a regressive force that "underdevelops"

backward countries.

Andre Gunder Frank both extended Baran 's analysis and illus-

trated it for the cases of Brazil and Chile in his Capitalism and Under-

development in Latin America (1967). Frank specifies three basic

principles that order the relations between the less-developed and the

developed capitalist countries: first, the expropriation of the

economic surplus by the metropolis; second, the polarization of

the world capitalist system; and third, the continuity of the funda-

mental structure of the capitalist system.

Frank argues, as does Baran, that underdevelopment is a direct

consequence of the capitalist development of the metropole:

Economic development and underdevelopment are not just relative

and quantitative, in that one represents more economic development

than the other; economic development and underdevelopment are

relational and qualitative, in that each is structurally different from,

yet caused by its relation with, the other. Yet development and under-

development are the same in that they are a product of a single, but

dialectically contradictory, economic structure and process of capital-

ism. . . . One and the same historical process of the expansion and

development of capitalism throughout the world has simultaneously
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generated—and continues to generate—both economic development

and structural underdevelopment. . . .

. . . Once a country or a people is converted into the satellite of

an external capitalist metropolis, the exploitative metropolis-satellite

structure quickly comes to organize and dominate the domestic eco-

nomic, political and social life of that people (Frank 1967, pp. 9-10).

He explains more explicitly than does Baran that it is the metropo-

litan-controlled monopoly structure of the world market, a monopoly
structure which has predominated since the fifteenth century, that is

responsible for the direction of net capital flow toward the advanced

capitalist countries:

... the structure of the world capitalist system as a whole, as well

as that of its peripheral satellites, has been highly monopolistic through-

out the history of capitalist development. Accordingly, external

monopoly has always resulted in the expropriation (and consequent

unavailability to Chile) of a significant part of the economic surplus

produced in Chile and its appropriation by another part of the world

capitalist system (Frank 1967, p. 7).

Frank's argument is the polar opposite of that of Rosa Luxemburg
and Leon Trotsky. Frank has presented the most unambiguous case

within the Marxian-dependency paradigm for the retrogressive role

of metropolitan capital. For Frank, the net capital flow is and has

always been from the less-developed to the developed countries.

Moreover, this net capital flow has been one of the primary deter-

minants of a long-term widening of the gap between these two sets

of countries.

Samir Amin makes the same argument in terms of the logic of

capital accumulation on the world scale

:

Relations between the formations of the "developed" or advanced

world (the center), and those of the "underdeveloped" world (the

periphery) are affected by transfers of value, and these constitute

the essence of the problem of accumulation on a world scale. Whenever

the capitalist mode of production enters into relations with precapitalist

modes of production, and subjects these to itself, transfers of value take

place from the precapitalist to the capitalist formations, as a result of

the mechanisms of primitive accumulation. These mechanisms do not

belong only to the prehistory of capitalism
;
they are contemporary as

well. It is these forms of primitive accumulation, modified but persis-

tent, to the advantage of the center, that form the domain of the

theory of accumulation on a world scale (Amin 1974, Vol. 1, p. 3).
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n argues that "unequal exchange" between the metropolitan

id peripheral countries is the primary mechanism by which value is

isferred, thus accelerating the process of capital accumulation in

tne former at the expense of the latter:

Analysis of [the relations between the capitalist center and the peri-

phery of the system] forms the essence of a study of accumulation on

a world scale. It reveals the contemporary forms assumed by the

mechanisms of primitive accumulation: unequal exchange, that is,

the exchange of products of unequal value (or more precisely, with

unequal prices of production, in the Marxist sense)—the social forma-

tions of the center (since the appearance of monopolies) and of the

periphery (where the precapitalist economy provides reserves of labor

power) allowing of different rewards for labor with the same productiv-

ity (Amin 1974, Vol. 1, p. 134).

THE ROLE OF MONOPOLY

The principal factor attracting foreign investment into the

less-developed areas is not lower production cost, although this is

becoming increasingly important. An especially important factor

is the monopoly position of foreign investment in these countries.

Magdoff argues:

Attractive as lower costs are, their appeal is not necessarily the main

attraction of foreign investment. It is merely one of the influences.

Much more important is the spur of developing raw material resources,

creating demand for exports, and taking advantage of "monopoly"

situations. The latter arises due to cost advantages of Big Business,

exclusive patents, superior technology, or preferred market demand
stimulated by establishment of desired brands via sales promotion

(Magdoff 1969, p. 37).

And according to Frank:

There are several important characteristics of this model: (1) Close

economic, political, social and cultural ties between each metropolis

and its satellites, which results in the total integration of the farthest

outpost and peasant into the system as a whole. (2) . . . Monopolis-
tic structure of the whole system, in which each metropolis holds

monopoly power over its satellites; the source or form of this monopoly
varies from one case to another, but the existence of this monopoly is

universal throughout the system. (3) As occurs in any monopolistic
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ensure that the capital accumulation process in the home countries

proceed. Further, not only are investment outlets not blocked in the

advanced countries, but also, according to Amin, Baran, Frank et al.,

the process of capital accumulation in the metropolitan countries is

actually facilitated and sped up by international capital flows (the

exact opposite of what Lenin and Luxemburg argued). That what

was the principal aspect of imperialism for Lenin and Luxemburg,

the export of capital, is not central in the Monthly Review tradition

can be seen in the works of Magdoff

:

The commonly held notion that the theory of imperialism should be

concerned largely with investment in underdeveloped countries just

isn't correct. The fact is that profitable investment opportunities

in such countries are limited by the very conditions imposed by the

operations of imperialism. Restricted market demand and industrial

backwardness are products of the lopsided economic and social struc-

tures associated with the transformation of these countries into sup-

pliers of raw materials and food for the metropolitan centers. . . .

The stage of imperialism, as we have tried to show, is much more

complex than can be explained by any simple formula. The drive for

colonies is not only economic but involves as well political and military

considerations in a world of competing imperialist powers. Likewise,

the pressures behind foreign investment are more numerous and more

involved than merely exporting capital to backward countries (Magdoff

1969, pp. 38-39).

The traditional link between the theory of capital accumulation

on a world scale and the argument for the necessity of imperialism

has been severed in the arguments of those affiliated with the journal

Monthly Review. In its place is put the argument that the process of

capital accumulation in the rich countries is facilitated by the ex-

ploitation of the poor regions whose capital accumulation process is

consequently inhibited.

While maintaining that imperialism is an inherent aspect of

advanced capitalism, rather than merely a state policy, the Monthly

Review tradition does not argue that the capital accumulation process

could not proceed without it, i.e., it is not maintained that imperial-

ism is a necessary condition for the survival of capitalism. This

tradition maintains, rather, that imperialism is a natural product

or outgrowth of capitalism, a position considerably weaker than that

of Lenin:

It takes no deep perception to recognize the limits of the "necessity"

formula. Thus, a substantial part of the world, notably the Soviet

Union and China, has chosen the path of economic independence and

therefore broken the trade and investment ties with the imperialist net-

MAR XIAN -DEPENDENCY THEORY / 77

work. The advanced capitalist countries adjusted to these changes and

have in recent decades achieved considerable prosperity and industrial

advance. ...

The relevant question is not whether imperialism is necessary tor

the United States, but to discover the "rationality" of the historic

process itself: why the United States and other leading capitalist

ations have persistently and recurrently acted in the imperialist

-lion for at least three-quarters of a century (Magdoff 1970, p. 21).

Others in and around the journal Monthly Review also maintain

that imperialism is not a necessary condition of capital accumulation

because of any absolute necessity to export either capital or goods.

As Baran and Sweezy argue:

For the moment, . . . we are only interested in foreign investment

as an outlet for investment-seeking surplus generated in the corporate

sector of the monopoly capitalist system. And in this respect it neither

does nor can be expected to play an important role. Indeed, except

possibly for brief periods of abnormally high capital exports from the

advanced countries, foreign investments must be looked upon as a

method of pumping surplus out of the underdeveloped areas, not as

a channel through which surplus is directed into them (Baran and

Sweezy 1966, pp. 104-5).

. . . it is of course obvious that foreign investment aggravates

rather than helps to solve the surplus absorption problem (Baran and

Sweezy 1966, p. 108).

Samir Amin concurs:

Like Baran and Sweezy, I maintain that neither foreign trade nor

export of capital really offers a means of overcoming the difficulties of

realizing surplus value, for trade is equally balanced for the central

regions of capitalism taken as a whole, and export of capital gives rise

to a return flow that tends to exceed it in volume (Amin 1974, Vol. 1,

P. 117).

Baran and Sweezy argue—and Amin concurs (1974, Vol. 1,

P- 118)— that the problem of "realizing the economic surplus" (of

Preventing underconsumption), and thereby allowing the capital

accumulation process to proceed, is solved not by extensive processes

(exports and foreign investments), but by intensive processes, most
importantly the expansion of military expenditures by the metro-

politan states:

• - • given the power structure of United States monopoly capitalism,

the increase of civilian spending had about reached its outer limits by

1939 (Baran and Sweezy 1966, p. 161).
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the difference between the deep stagnation of the 1930's and

the relative prosperity of the 1950's is fully accounted for by the vast

military outlays of the 50's (Baran and Sweezy 1966, p. 176).

Gigantic and expanding military expenditures serve the dual

functions of acting to: first, as Baran and Sweezy state, "contain,

compress and eventually destroy the rival world socialist system,"

or in other words make the world safe for the profit making of U.S.-

based transnational corporations (and hence facilitate the transfer of

value from the periphery to the metropole, accelerating capital

accumulation in the latter); and second, allow the capital accumula-

tion process in the metropolitan countries to proceed even though

the masses of consumers have inadequate purchasing power.

Not only does the maintenance of a large military establishment

promote imperial wars in support of the interests of the transnational

corporations, but the vast expenditures required to finance such a

military machine require extensive military propaganda and occa-

sional small imperial wars in order to secure and maintain popular

support.

Denying that the drive for capital export is the motive force of

imperialism, this tradition instead argues that some combination

of the need to control sources of cheap raw materials, the need to

find protected export markets, the drive to make profits to repatriate

to the advanced countries, and the need to justify an expensive (and

profitable) military establishment are the primary motive forces.

Frank, Baran, and Amin suggest that the primary motive force is

the appropriation of wealth by the advanced countries from invest-

ments and unequal trade.

Magdoff adopts a more eclectic approach. He argues that be-

cause the interconnections between imperialism and monopoly

capitalism are so multitudinous and complex it is impossible to

separate the two phenomena:

Our point of view is that the separate parts must be understood in the

context of their interrelations with the social organism of world mono-

poly capitalism. Further, it is important to recognize the essential

unity of the economics, politics, militarism, and culture of this social

organism. We reach the conclusion that imperialism is the way of life

of capitalism. Therefore, the elimination of imperialism requires the

overthrow of capitalism (Magdoff 1970, p. 29).

Magdoff compares the question of the necessity of imperialism to

the question of the necessity for the United States of keeping Texas

and New Mexico:
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Does the U.S. Economy Require Imperialism? Imperialism, however,

is so intertwined with the history and resulting structure of modern

capitalist society—with its economics, politics, and ruling ideas— that

this kind of question is in the same category as, for example, "Is it

necessary for the United States to keep Texas and New Mexico?" We

could, after all, return these territories to the Mexican people and still

maintain a high-production and high-standard-of-living economy. We

could import the oil, mineral ores, and cattle from these territories

and sell U.S. goods in exchange. Any temporary decline in our Gross

National Product would surely be a small price to pay for social

justice. And given our growth rate and supposed ability to regulate

our economy, continued economic growth should soon make up any

losses resulting from the return of stolen lands (Magdoff 1970, p. 20).

agdoff, to a considerable extent, emphasizes that imperialism

at root is motivated by the "urge to dominate" of the monopoly
corporations and by the imperatives of modern technology. He gives

special attention to the importance of raw materials:

The urge to dominate is integral to business. Risks abound in the

business world. Internal and external competition, rapid technological

changes, depressions, to name but a few, threaten not only the rate of
profit but the capital investment itself. Business therefore is always

on the lookout for ways of controlling its environment—to eliminate

as much risk as possible. . . .

The most obvious first requirement to assure safety and control in

a world of tough antagonists is to gain control over as much of the

•ources of raw materials as possible—wherever these raw materials may
, including potential raw material sources (Magdoff 1969, pp. 34-35).

There is a strong component of technological determinism in

doffs argument:

• . . the advance of transportation and communication technology and
the challenge to England by the newer industrial nations brought two
additional features to the imperialist stage: an intensification of
competitive struggle in the world arena and the maturation of a truly

international capitalist system. . . . The struggle for power by the
industrialized nations for colonial and informal control over the eco-
nomically backward regions is but one phase of this economic war and
only one attribute of the new imperialism (Magdoff 1969, p. 15).

The new industries, the new technology and the rise of competition
among industrialized nations gave a new importance to the role of raw
materials (Magdoff 1969, p. 32).
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Magdoff also argues that securing export markets is an important
motive of imperialism

:

Foreign markets are pursued (with the aid and support of the state) to

provide the growth rate needed to sustain a large investment of capital

and to exploit new market opportunities. In this process, the depen-

dence on export markets becomes a permanent feature, for these

markets coalesce with the structure of industrial capacity (Magdoff

1969, p. 36).

Magdoff downplays the role of foreign investment in the capital

accumulation process by interpreting such investments primarily as a

way to expand demand for exports:

Foreign investment is an especially effective method for the develop-

ment and protection of foreign markets. The clearest historic demon-
stration of this was the export of capital for railways, which stimulated

at the same time the demand for rails, locomotives, railway cars, and

other products of the iron, steel, and machine industries (Magdoff

1969, p. 36).

THE CONTRADICTIONS IN IMPERIALISM

The Monthly Review tradition argues that most of the less-

developed countries are not feudal, semifeudal, or prefeudal as is

argued by the Communist International and those like Mao Tse-tung
who have accepted its analysis. Marxian-dependency theory main-

tains instead that most such countries are capitalist. Frank, for

example, argues that all the multitudinous forms of payment and
labor control in Latin America are produced by the logic of the

world capitalist system, and thus, that they are all equally capitalist:

If all non-cash nexus relations in agriculture are by definition noncap-

italist and all money-contract payments capitalist, then the traditional

Marxist theses about the conditions of agricultural employment are of

course true by definition. But in that case they teach us nothing about
reality. And the reality of Brazilian agriculture is that the thousand and
one variations and combinations of agricultural working relations are

intermixed in all areas. Any number of forms of tenancy and hired

labor may be found in the same region, the same farm, the same part of

a single farm; and they exist almost entirely at the pleasure of the farm

owner or manager. . . . These relationships, rather than being caused

by feudal mentality or colonial traces, are determined, by hard economic
and technological considerations. They differ by crop, for instance.
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Thus, permanent and semi-permanent harvest plants, like trees and

bananas, evidently do not permit harvest sharing; and in their cultiva-

tion sharecropping is accordingly not found. It is common that a

family will be paid in two or more forms for work on different crops.

And changes in the form of employment and payment will follow shifts

in the crops or livestock produced (Frank 1967, p. 234).

Because the Marxian-dependency tradition sees the less-developed

countries as thoroughly capitalist, instead of largely feudal, semi-

feudal, or prefeudal, it sees no need as did the Comintern for a

two-stage process of revolution, in which the first stage essentially

duplicates the achievements of classical bourgeois revolutions. As in

capitalist countries, only a thoroughgoing socialist revolution is

on the agenda. Likewise, the adherents do not think a national

bourgeoisie that has a fundamental interest in getting rid of the
domination of the landlords and foreign imperial interests and their

collaborators in the comprador bourgeoisie exists. What bourgeoisie

exists in these countries, Frank argues, is thoroughly integrated into

perialism

:

The bourgeoisie, both in Latin America and in the metropolis is, of
course, the principle beneficiary of the system. Although there are

conflicting interests and shifting alliances, the supposed fundamental
contradictions between the "national bourgeoisie," the "feudal land-

ords," the "comprador bourgeoisie," and the "imperialists" are, as

Sweezy and Huberman quite rightly point out and all talk to the

contrary- notwithstanding, very largely a myth. In the first place, . . .

the Latin American economies got to be what they are as part and
parcel of the capitalist— first colonialist and now imperialist—system.
Secondly, outside of Argentina, Mexico and Brazil, there is no national

bourgeoisie to speak of because the countries' role in the larger system
no room for national industry. Their bourgeoisies, far from being

ependent in the classical European sense, are the domestic groups
which are the clients of foreign interests and the domestic beneficiaries

of the whole capitalist system stretching from New York to the most
"isolated" provincial farm or village. Far from being in fundamental
conflict with any of these foreign imperialist or domestic "feudal"
exploiters, the bourgeoisies intimately link them to each other, extrac-
ting their toll at the economic, political, and social crossroads of the
system (Frank 1969, pp. 358-59).

The mainstream Marxist tradition, from Marx through Mao
&nd the contemporary Soviets, has looked to the proletariat as the
eading revolutionary agent in the less-developed countries, even

en regarding the peasantry as the primary force. The Monthly
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Review tradition, on the other hand, denies a leading role to this

class, instead arguing that the peasantry, and to an extent the

"lumpen proletariat," or semiemployed urban poor, are the most

revolutionary and antiimperialist group in the less-developed coun-

tries. For example, Frank argues:

The peasants and, in some cases some expeasant urban unemployed,

are the ones who have nothing at all to lose from revolution and every-

thing to gain. ... In fact, these "peasants" are the real proletariat—

the dependent, unsecure, often bureaucratized, residual-earning,

exploited source of labor, whether they are still on the land or are now

cast off into the city slums. It is on their shoulders that the entire

"decrepit castle" rests. Paradoxically, however, most of the talk

about revolution comes from the relatively more far-sighted and more

privileged labor, middle, intellectual, and even army groups. These

people, when the chips are down and often even before, tend to back

out of the revolution and to be content with reforms. That is, the talk

about revolution is, so far, mostly just talk. The rural and slum pro-

letarians, in contrast, tend to be quite nearsighted and to see only the

land and the jobs which they want but don't have (Frank 1969, pp.

359-60).

The Marxian-dependency tradition sees the fundamental contra-

diction in the world not between the working class and the capitalist

class, but rather between the wealthy advanced and the less-developed

capitalist countries. They further see at least most of proletariat of

the advanced countries sharing in the wealth of their nations at the

expense of the less-developed countries:

What Marx did not foresee was that this "new and international division

of labor" might harden into a pattern of development and under-

development which would split mankind into haves and have-nots on

a scale far wider and deeper than the bourgeois/proletarian split in the

advanced capitalist countries themselves. If Marx had foreseen this

momentous development, he could have easily conceded the existence

of meliorative trends within the advanced countries without for a

moment giving up the prediction of inevitable revolutionary overthrow

for the system as a whole (Sweezy 1972b, p. 143).

Further, the Monthly Review tradition generally maintains that

the interimperialist rivalry that Lenin saw as one of the basic contra-

dictions is no longer a major aspect of the world capitalist system.

Because of the growing threat of socialist revolution, because they do

not in fact need to compete over scarce protected zones for the

export of their capital (since capital export is not a principal motor
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f
imperialism), and perhaps because the bourgeoisie of the various

°
untries have interpenetrated investments from which all mutually

°rofit their mutual antagonisms have been contained. In the post-

ftj
rid War II period the advanced capitalist countries have come to

ccept the hegemony of the United States. Intercapitalist unity,
a

nder the leadership of the United States, is expressed in such
U
nstitutions as NATO, the World Bank, the International Monetary

Fund, and the General Agreement on Tariffs and Trade (GATT).

•cording to Sweezy:

The primary or principle contradiction of the system in the

present period has not been, as Marx clearly believed it to be in his

time, between the bourgeoisie and the proletariat in the developed

capitalist metropolis, nor yet, as history proved it to be in the period

1870-1945, among the advanced imperialist powers themselves. Rather

the primary contradiction in the post-Second World War period has

been between the metropolis dominated by the United States and

revolutionary national liberation movements in the Third World

(Sweezy 1972, p. vi).

LThe] relative weakening of the other imperialist powers, taken

together with the socialist and national liberation challenges to the

imperialist system as a whole, resulted in the establishment and willing

-cceptance of U.S. hegemony over the entire capitalist system. Militar-

ily, this meant that the United States had to bear the greater part of the

burden of "protecting" the "free world" . . . (Sweezy 1972, p. 12).

Frantz Fanon cannot be considered a member of the Monthly

Review tradition proper (although Monthly Review Press is the

lish-language publisher of some of his books). However, he

articulately expresses what can be fairly categorized as the position

most compatible with the Monthly Review analysis of the principal

agents of antiimperialist revolution. For Fanon, a Martinique black

who worked with the National Liberation Front in Algeria during

that country's war against French colonialism, it is the lumpen

proletariat of the cities and the peasantry in the countryside that are

the most revolutionary classes:

It is within this mass of humanity, this people of the shanty towns,

at the core of the lumpen-proletariat that the rebellion will find its

urban spearhead. For the lumpen-proletariat, that horde of starving

men, uprooted from their tribe and from their clan, constitutes one of

the most spontaneous and the most radically revolutionary forces of a

colonized people (Fanon 1963, p. 103).

They won't become reformed characters to please colonial society,

fitting in with the morality of its rulers; quite on the contrary, they
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take for granted the impossibility of their entering the city save by

hand-grenades and revolvers. . . . The prostitutes too, and the maids

who are paid two pounds a month, all the hopeless dregs of humanity,

all who turn in circles between suicide and madness will recover their

balance, once more go forward, and march proudly in the great proces-

sion of the awakened nation (Fanon 1963, p. 104).

Together with the lumpen proletariat, Fanon sees the peasants as the

leading revolutionary force because they are less integrated into the

imperial world:

For the propaganda of nationalist parties always finds an echo in the

heart of the peasantry. The memory of the anti-colonial period is very

much alive in the villages, where women still croon in their children's

ears songs to which the warriors marched when they went out to fight

the conquerors (Fanon 1963, p. 92).

Fanon dismisses the local proletariat as a revolutionary force. He
argues that they are "bought off" by the imperialist regime and

thus cannot be expected to play a leading antiimperialist role. He
argues that the more oppressed a group is, the more likely it is to be

revolutionary

:

It cannot be too strongly stressed that in the colonial territories the

proletariat is the nucleus of the colonized population which has been

most pampered by the colonial regime. The embryonic proletariat of

the towns is in a comparatively privileged position. ... In the colo-

nial countries the working-class has everything to lose. ... it includes

tram conductors, taxi drivers, miners, dockers, interpreters, nurses,

and so on. It is these elements which constitute the most faithful

followers of the nationalist parties, and who because of the privileged

place which they hold in the colonial system constitute also the

"bourgeoisie fraction of the colonized people" (Fanon 1963, p. 88).

There is a tendency within the Monthly Review tradition to

argue that the working class of the advanced countries as a whole,

rather than as Lenin argued merely a small percentage ("the aristo-

cracy of labor"), benefits from the profits of imperialism, and

consequently, then, tends to be supportive of the imperialist system-

For example, Magdoff argues that in the latter part of the nineteenth

century "... the standard of living of workers and the profitability

of industry in European nations came to depend on maintenance

of overseas supplies. . .
" (Magdoff 1969, p. 32). Arghiri Emmanuel

makes one of the strongest arguments for the position that the high-
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living standards of workers in the advanced countries are subsidized

by the exploitation (through unequal trade) of the producers of the
less-developed countries:

Once a country has got ahead, through some historical accident, even
if this be merely that a harsher climate has given men additional needs,

this country starts to make other countries pay for its high wage level

through unequal exchange. From that point onward, the impoverish-

ment of one country becomes an increasing function of the enrichment
of another, and vice versa. The superprofit from unequal exchange
ensures a faster rate of growth (Emmanuel 1972, p. 130).

IMMANUEL WALLERSTEIN AND WORLD SYSTEMS THEORY

In recent years Immanuel Wallerstein has developed a theoretical
system very close to that developed around the journal Monthly
Review. His "world systems" theory shares most of the basic ideas
central to the Monthly Review tradition, especially as contrasted
with the classical imperialist theory of Marx, Lenin, the Comintern
et al.

Wallerstein 's world systems perspective sees an integrated world
capitalist system existing in the twentieth century, encompassing
even the socialist countries. Market forces integrate all countries,
rimarily through trade but also through the flow of capital and
bor, generating and reproducing three interdependent tiers: the
ch industrial core where wage labor is predominant, the poor raw-
aterials-exporting periphery where a variety of "labor control

systems" coexist, and the semiperiphery, intermediate between the
wo, which plays an essentially political role in holding the system
together. All three are equally capitalist in their relations of produc-
on.

Wallerstein sees the world capitalist system, which originated
ound 1500, going through four stages: first, the emergence of the
uropean world economy that encompassed the Western European
ominated parts of the world (1450-1640); second, the period of
trenchment caused by a systemwide depression characterized
y the dominance of mercantilism and the emergence of a single
minarit state within the system (1640-1730); third, the industrial

orlH
tl0n in which the EuroPean world system eliminated other

ou th
SyStemS t0 incorporate tne entire Slobe (1730-1917); and

fth, the period of consolidation of the world capitalist system
a the upsurge of revolution (1917 to the present). Although only
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in the last two stages has the core specialized in industrial goods in

its trade with the periphery, in all phases the core has appropriated

wealth from the periphery. Wallerstein is in agreement with Frank

that the European world has been capitalist since around 1500 and

that there has been essential continuity in the direction of resource

flow during the entire period.

Wallerstein talks about the "spatial hierarchy" of economic

specialization— core versus periphery— in which

. . . there was an appropriation of surplus from the producers of

low-wage (but high supervision), low profit, low capital intensive goods

by the producers of high-wage (but low supervision), high profit, high

capital intensive, so-called "unequal exchange" (Wallerstein 1979, p.

162).

In the tradition of the Monthly Review, Wallerstein sees a continuity

in the systematic flow of economic surplus away from the periphery

to the core in which the strong states of the core play the decisive

role in using their political power to guarantee unequal exchange:

Once we get a difference in the strength of the state machineries, we

get the operation of "unequal exchange" which is enforced by strong

states on weak ones, by core states on peripheral areas. Thus capitalism

involves not only appropriation of the surplus value by an owner from

a laborer, but an appropriation of surplus of the whole-world-economy

by core areas. And this was as true in the stage of agricultural capital-

ism as it is in the stage of industrial capitalism (Wallerstein 1979, pp.

18-19).

Wallerstein sees the flow of the economic surplus from the poor

periphery to the wealthy core mediated by the more powerful states

of the core that control the flow of the surplus. This results in the

specialization in raw materials and the relative underdevelopment of

the periphery, with the rich getting richer and the poor poorer:

... in the peripheral areas of the world -economy, both the continued

economic expansion of the core . . . and the new strength of the

semiperiphery has led to a further weakening of the political and hence

economic position of the peripheral areas. The pundits note that "the

gap is getting wider" . . . (Wallerstein 1979, p. 34).

Thus, we see that while the mainstream of the Monthly Review

tradition emphasizes the monopolization of markets by the metro-

politan economic enterprises as the cause of the transfer of value to

the metropolis, Wallerstein emphasizes the role of the metropolitan
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tate.
However, Wallerstein sees the state operating principally

through its effect on markets. He argues (concurring with Emmanuel)

that the existence of a world capitalist economy, integrated through

markets rather than by tribute extraction (as in world empires),

necessarily depends on unequal exchange:

Such a system [of unequal exchange 1 is necessary for the expansion

of a world market if the primary consideration is profit. Without

unequal exchange, it would not be profitable to expand the size of the

division of labor. And without such expansion, it would not be profit-

able to maintain a capitalist world-economy, which would then either

disintegrate or revert to the form of a redistributive world-empire

(Wallerstein 1979, p. 71).

Wallerstein does not go so far as to maintain that capitalism in

the core countries could not survive without its periphery. He is

thus in agreement with the Monthly Review tradition rather than

with Lenin in arguing that imperialism is generated by, but is not a

necessary condition for the survival of, the capital accumulation

process. However, Wallerstein does argue that overseas expansion

is accelerated by economic downturns (in good part crises of over-

production) in the core countries:

The mechanism by which the capitalist system ultimately revolves its

recurrent cyclical downturns is expansion: outward spatially, and

internally in terms of the "freeing" of the market-remember the basic

ambivalence about the free market, good for the buyer and bad for the

seller— via the steady proletarianization of semiproletarian labor and

the steady commercialization of semimarket oriented land (Wallerstein

1979, p. 162).

Wallerstein defines capitalism, as do Sweezy and Frank, as

production for exchange, rather than does classical Marxism as the

mode of production in which exploitation occurs through wage labor:

A capitalist mode is one in which production is for exchange; that is,

it is determined by its profitability on a market, a market in which

each buyer wishes to buy cheap ... but in which each seller wishes

to sell dear. . . (Wallerstein 1979, p. 159).

Capitalism thus means labor as a commodity to be sure. But in the

era of agricultural capitalism, wage labor is only one of the modes in

which labor is recruited and recompensed in the labor market. Slavery,

coerced cash-crop production (my name for the so-called "second

feudalism"), sharecropping, and tenancy are all alternative modes

(Wallerstein 1979, p. 17).
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Wallerstein, agreeing with both the Trotsky ist and Monthly

Review traditions, essentially sees capitalist relations of production

as predominant in most of the less-developed countries throughout

the twentieth century. He denies that areas integrated into the world

system can be considered to be feudal or semifeudal, as the tradition

of the Comintern, including both Mao Tse-tung and the Soviets,

maintains:

If we utilize a "formal" definition of feudalism, we can believe that

areas within a capitalist world-economy still exhibit a feudal "mode
of production." However, the formal relations of land controller to

productive worker are not in fact what matters. The so-called reciprocal

nexus we identify with feudalism, the exchange of protection for labor

services, constitutes a feudal mode of production only when it is

determinative of other social relations. But once such a "nexus" is

contained within a capitalist world-economy, its autonomous reality

disappears. It becomes rather one of the many forms of bourgeois

employment of proletarian labor to be found in a capitalist mode of

production, a form that is maintained, expanded or diminished in

relation to its profitability on the market (Wallerstein 1979, p. 147).

... the modern world comprises a single capitalist world-econ-

omy . . . (Wallerstein 1979, p. 53).

Following from this, Wallerstein attacks the traditional Marxist
notion that the reason the less-developed countries are less developed
is because the growth of capitalism is blocked by the reinforcement
of feudal and semifeudal relations of production. He further criticizes

the idea that a bourgeois or national-democratic revolution, which
would release capitalist forces, is both progressive and a necessary
first stage in a two-stage revolutionary process:

If we take modes of payment of agricultural labor and contrast a

"feudal" mode wherein the laborer is permitted to retain for subsis-

tence a part of his agricultural production with a "capitalist" mode
wherein the same laborer turns over the totality of his production to

the landowner, receiving part of it back in the form of wages, we may
then see these two modes as "stages" of a development. We may talk

of the interests of "feudal" landowners in preventing the conversion of

their mode of payment to a system of wages. We may then explain the

fact that in the twentieth century a partial entity, say a state in Latin

America, has not yet industrialized as the consequence of its being

dominated by such landlords. If we take each of these successive steps,

all of which are false steps, we will end up with the misleading concept

of a "state dominated by feudal elements," as though such a thing

could possibly exist in a capitalist world-economy (Wallerstein 1979,

P- 4).
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Following his analysis of the lack of dominant semifeudal or feudal

relations of production and thorough integration into the world

capitalist system is his partial agreement with Frank and most of

the Monthly Review tradition in downplaying a role for a national

bourgeoisie with interests contradictory to those of imperialism and

the local landlords

:

While nearly all [the semiperipheral states J have an indigenous bour-

geoisie, it tends to be smaller and weaker than comparable groups in

core countries, and it tends to be located only in certain sectors of

national economic activities. The degree to which this indigenous

bourgeoisie is structurally linked to corporations located in core coun-

tries varies, but the percentage tends to be far larger than is true of the

bourgeoisie within any core country . . . (Wallerstein 1979, p. 102).

Wallerstein, however, does not go as far as most of the Monthly

Review school in his analysis of the national bourgeoisie. He main-

tains that under some conditions in the semiperiphery the national

bourgeoisie does play a radical and antiimperialist role

:

The indigenous property-owning bourgeoisie, known as the "national

bourgeoisie" in much literature, has been underestimated in recent

writings. In reaction to an older tradition of both liberals and Marxists

to see in such a national bourgeoisie a sort of heroic figure who would

one day turn on the imperialist outsiders and lead the country through

its phase of nationalist bourgeois democratic development, there has

been drawn a counter-picture of an inefficacious, stunted, irreducibly

comprador bourgeoisie, incapable of identifying its interests with those

of the nation, and having missed its historical calling. This critique is

far closer to the mark than the older mythology (Wallerstein 1979,

pp. 103-4).

. . . there is also a competition between semiperipheral states, and

it is this fact that may on occasion push the indigenous bourgeoisie and

professional strata of a particular country to a more politically "radical"

stance. Fearing that they may lose out in a game of "each on his own"
against the core powers, they may come to favor a strategy of collective

transnational syndicalism which inevitably pushes them "leftward,"

more in terms of international policy, but with perhaps some carryover

in terms of internal redistribution (Wallerstein 1974, p. 106).

Wallerstein agrees with the ideas of Frank, and especially Fanon,
t the most oppressed—lumpen, semiproletarians, and perhaps

easants— of the less-developed countries are the leading revolution-

V force:

In this process [of proletarianization! those who are only semiem-

Ployed during their working life must scrounge to survive. They are at
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example, Frank and to a slightly lesser extent Baran are the most
extreme in asserting that there have been no stages in the develop-

ment of imperialism and that the direction of resource flow has

always been from the poor to the rich. Sweezy and Magdoff, on the

other hand, seem to argue that such a direction of resource flow is

principally characteristic of monopoly capitalism. Wallerstein,

moreover, argues that there have in fact been four stages of the

imperialist system (although the direction of resource flow was
the same in each).

But for the most part, these theorists are very similar. They all

stress that the poorer countries have systematically been deprived of

their wealth by the advanced countries with the consequence of the

rich getting richer and the poor poorer. They all downplay a revolu-

tionary role for the working class in either the less-developed or

developed countries. They all claim a leading revolutionary role for

the "most oppressed" in the less-developed countries (the lumpen,
semiproletariat, and peasantry). They all maintain that what classical

Marxism defined as interimperialist rivalry among the capitalist

countries has been largely contained by the contemporary primacy
of the contradiction between the expanding socialist countries and
the common front of capitalist countries. They are all pessimistic

about an antiimperialist role for the national bourgeoisie in the

less-developed countries. They disagree with the Communist Inter-

national tradition of seeing most of Africa, Asia, and Latin America
as in good part feudal, semifeudal, patriarchical, or semicapitalist

because their predominant relations of production are not essentially

those of free laborers relating to capital. Last, the Marxian-depen-
dency tradition differs from the Leninist mainstream in maintaining
that imperialism is not driven by the need to export capital in order

to continue the capital accumulation process. Since those affiliated

with the journal Monthly Review maintain that imperialism results

essentially in a flow of capital from the periphery to the core of the

world capitalist system they cannot of course argue the traditional

Leninist thesis.

In most of these respects the Marxian-dependency school differs i

systematically with the mainstream of the Marxist tradition, which,

except for the (post-1928) Comintern and Mao Tse-tung, has not

argued that imperialism blocks economic development in the less-

developed countries, has not argued, except for the contemporary
Soviets, that interimperialist rivalries have been contained, and has

not argued that any other than the working class is the leading

revolutionary force in the less developed countries. The Marxian-

dependency tradition does, however, agree with the Trotskyist
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hool of Marxism that the less-developed countries are (and have

Jlen for some time) essentially capitalist because of their economic

ntegration into a unified world capitalist market.
1

The remainder of this book is, for the most part, organized

around addressing the central questions raised by both the main-

stream of the Marxist tradition and by Marxian-dependency theory.

Special focus is given to the issues that divide these two traditions:

especially the question of stages in the evolution of Western imperial-

ism, the dynamic of imperialism, the effect of imperialism on eco-

nomic growth, the relations between imperialism and the class

structure of the less-developed countries, the question of inter-

imperialist rivalry, and the effect of imperialism on the working

class in the developed countries.
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Won was an essential aspect of the economic subordination of
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peripheral countries in this period. The fundamental characteriseof the late phase of monopoly capitalist imperialism has been 7hexport of industrial capital, the continued import of raw maten fand increasingly labor-intensive industrial goods; character^'
of this period is also the political independence (increasingly ^of the periphery. The elimination of the political and monopolvblocs to economic development, which is occurring in this at!stage is allowing the economic growth and industrialization of thlless-developed countries. ne

PRECAPITALIST MERCANTILE IMPERIALISM*

Essentially capitalist relations of production did not becomepredominant in western Europe until around 1800 in Great Britainand the mid-nineteenth century on the Continent. By this ZlEurope had already achieved commercial hegemony in the world
1 he mode of production of Western Europe in the precapitalist

imperialist period from the late fifteenth to the early nineteenS
centuries was private landlord peasantry. Although the Europeaneconomy became increasingly commercialized during this period
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one son. The aristocracy encouraged the commercial bourgeoisie

and its desire to accumulate wealth.

The industrial raw materials required by Europe in this period
mainly wood (for fuel and building) and small amounts of basic
metals such as iron and copper, were available in Europe (increasingly
in Eastern Europe) at prices much cheaper than what it would have
cost to transport them great distances in small ships from the peri
pheral countries of Asia, Africa, and Latin America. There was
no massive surplus of goods seeking markets. In fact, there was a
shortage of goods and any additional production of the peasants
could easily be absorbed in higher consumption by the peasant,
themselves or by the landlords and their states through higher
rents or taxes. There was no need to export money wealth or
capital goods overseas to make a profit; plenty of opportunities
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certain areas to private trading companies, guaranteeing them the

excluSv!Tright to exploit a given area, e.g., the Hudson Bay Company

and the Dutch East India Company. These companies engaged m a

combination of trade and plunder, colonization (with settlement,

often by indentured servants as in North America), and conquest,

as in the East Indies, of islands and coastal cities.

The price of commodities, the cost of labor, patterns of trade,

the direction of resource flow, and investment patterns were for the

most part determined by the policies of the mercantile states and

trading companies rather than by the laws of the market.

Precapitalist European imperialism often stimulated traditional

handicraft production in the European periphery. The expanding

European demand for luxury goods produced in the Middle and Far

East generally resulted in the strengthening of their traditional modes

of production. It was not until the growth of distinctively capitalist

relations of production in Europe, a development which required

massive export markets, that there was a need, according to Marx

and Engels, to "batter down the Chinese walls" and "create a world

after its own image."

It was the economic opportunities provided by commercial

expansion in this precapitalist period of primitive accumulation that

played a central role in creating the conditions for the economic

development of capitalism in Europe. Markets were developed on a

world scale for the products of developing capitalist enterprise, lne

new Atlantic trading ports were relatively free of guild restrictions on

production. Here merchant profits from the slave and luxury trade

and shipbuilding could be used to finance industrial capitalist enter-

prises. The foreign export markets (e.g., for textiles and clothing)

accelerated the displacement of the European peasantry from the

land and thus the rapid formation of a proletarian labor force.

Precapitalist mercantile imperialism was in good part responsible tor

the qualitative transformations of European relations of production

and consequently of qualitative transformations in both the dynamic

and effects of imperialism.

COMPETITIVE CAPITALIST IMPERIALISM*

The logic of capitalism, which became predominant in Europe

around the beginning of the nineteenth century, had very differen

*For analyses of the competitive stage of capitalist imperialism see Brown 1974;

Dobb 1 963; Hobsbaum 1975; Polanyi 1944 ; and Williams 1944.
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mences than the logic of the peasant mode of production for

C°n
Plationship between Europe and its periphery. Europe now

the
sought to politically dominate Asia and Africa as well as to

often
te Latin America (and further was now in such a superior

integr
k. and military position that it was able to realize its will).

ShTnew capitalist system meant that, for the first time, Europe

interested in mass export markets for its industries.
was

Markets became predominant in this period, not because of any

• herent natural necessity or superiority of production; but rather

h cause of the logic of the now predominant capitalist relations of

roduction, and because they were now coming to operate in the

P
nterests of the Western European ruling classes (especially Great

Britain). The dominant states (in varying degrees and at varying

naces to be sure) came to institute market principles, thus allowing

the "natural laws of markets" to operate. Between the period

1740-59 (a typical mercantile period) and 1860-79 (a period of

competitive capitalism and free trade) the ratio of British imports

to exports from /to the periphery declined significantly while the

ratio of British exports to the peripheral countries to its GNP in-

creased from 2 to 9 percent* (Brown 1974, pp. 104-5; Mitchell

1962, pp. 312, 319). For the United States total exports rose from

an average of 6 to 7 percent of the GNP in the 1840s and 1850s to

around 9 percent in the 1870s and 1880s (Brown 1974, p. 111).

The evidence indicates that in the period of early industrialization

every capitalist economy's exports rise as a share of its national

product.

A secondary dynamic of imperialism in this stage was the grow-

ing need for raw materials to satisfy the increasing demands of the

new factory system (especially for cotton) and to feed the rapidly

growing urban population (e.g., sugar, cattle, wheat). The role of

imports from the peripheral regions in the British economy increased

significantly from around 3.5 percent of the GNP in the middle of

^e eighteenth century (a period of mercantile imperialism) to

roughly 7 percent in the middle of the nineteenth century (a period

°f competitive capitalism). However, the share of the less-developed

countries in total British imports declined from the first period

to the second. In the middle of the eighteenth century imports

*It should be noted that because of the way British export values were com-

puted through most of the eighteenth and nineteenth centuries official statistics

0ver time increasingly overestimated their value, and thus the officially reported

exPort to GNP ratio in the latter period is exaggerated, while computations ot tne

ralio of imports to exports is increasingly underestimated (Mitchell 1962).
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*m Africa and Latin America represented approximately
from Asia, Atoca, ana

In the last half of the nineteenth

1QR2 Tables 11, 12; Brown 1974, Table 3).

to S period, Europe's exports to the periphery exceeded >ts

imports with the consequence of the accumulation of debts to

by the less-developed countries. These debts were in good

pre'ventaally liquidated, especially in the next stage of^ nahs^

through the purchase of land, mineral rights, and other resources

in^2KS3ti* it was necessary to force the «J
to accept European wares. The new imperialism of the nineteenth

century thus conquered and politically subordinated India, forced

China and then Japan to trade with the West, moved into Afna,

w^ted Latin America from the semiisolation of Spanish and

PoXguese colonialism, and opened up, and more or less dissolved,

11,6

toorder tTptchase European imports, local export commodities

had to developed in the periphery. Raw materials P-™
was oromoted. Many of the richer natives were transformed into

ISS commercial landlords. New metropolitan-based

conations increasingly established themselves in the periphery.

Directly and indirectly the new capitalist logic required the

transformation of the local modes of production. The penetrat on

T*S*Z*** commodities meant the destruction °*^
crafte home industries, and artisan production. The elimination of

upP1emen™al income provided by such industries, the increas ng

need for money income to purchase life's necessities, as well as he

rismg rentTand taxes imposed on the peasants (due to the increa
£

commercial value of their land and

landlords and states for luxury goods and a modern mil.toy) and

actual legal displacement of the peasantry from the land, tor

peasants to either move to the cities to seek •^^"^9
iaborers, but where they were often forced to subsist as '

tariat, or to become sharecroppers and, mcreasmgly, rural wag

WOr
in

r

the first phase of capitalist imperialism, the

difference between the metropolitan European coun "es andj*

peripheral countries of Latin America, Africa, and Asmwascrea
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the seventeenth century the living standards in China, Latin

Bef°r
va India much of Africa, and the rest of the present less-

Ame
in0ed countries were generally at least as high as (and probably

h than) that in Europe. Except in Latin America, the tributary

bT% of precapitalist imperialism had had relatively little effect in

dicing relative impoverishment in these regions. However, during

P
l° first phase of capitalist imperialism the gap in wealth per capita

veen the present less-developed and developed countries was

ated By the middle of the nineteenth century the developed
°r

nntries had, on the average, a living standard about 50 percent

higher than the less-developed countries (Galeano 1973, p. 13; Brown

l9?
But ^difference between the two sets of countries was at the

same time qualitatively decreased. The peasant and tribal modes of

reduction in the peripheral areas were in good part dissolved and

replaced by semicapitalist relationships. By the late nineteenth

century the rate of growth of capitalist relationships in the periphery

became more rapid than in the advanced countries because both the

periphery was starting from a much smaller base and it was so

heavily impacted by forces inducing (distorted) capitalist develop-

ment.

Precapitalist European imperialism combined elements of plunder

(as in the Spanish robbery of Aztec and Inca gold), the forced mining

of precious metals and their import into Europe, and the exchange of

European items of low value for high-value Oriental goods, and

resulted in a transfer of wealth from the periphery to Europe. But

during the early phase of capitalist imperialism when Europe became

more interested in getting rid of goods (the export of commodities)

than in the import of luxury goods and precious metals no systematic

transfer of value from the periphery to the metropolis occurred.

European terms of trade (net barter) declined drastically from

the period of mercantilism to the period of pure competition.

British terms of trade deteriorated from 1796-98 to 1854-55 (a

Period when pure competitive capitalism was dominant) to 46 per-

cent of their earlier value (Brown 1974, pp. 246-47). This means

that a given amount of British exports in 1855 bought a little less

than half the imports it would have bought around 1797. The

exploitation through unequal trade by Europe characteristic of

the mercantile period of primitive accumulation appears to have

ended.

The peripheral areas did not get poorer and the metropolitan

^eas richer because of the trade of the industrial products of the
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latter for the raw material of the former. Cotton was not imported

from the United States or Egypt because it was cheap, but rather

because this was the only available source. Further, the industrial

goods of Europe were not imported in spite of their high price.

They were imported because they were considerably cheaper than

traditional goods. In fact, in the more or less free market of the

mid-nineteenth century, raw materials, such as cotton, appear to

have pretty much exchanged at their full value for the industrial

exports of Western Europe. Both were produced in the socially

necessary labor time using the most advanced techniques available.

They tended to be sold at more or less competitive prices. Further,

the subsistence provided the producers in Asia, Africa, and the

Americas, whether slaves or contract laborers, was not significantly

different from that of nineteenth-century industrial workers in

Europe (at least for most of the century). This was born witness

to by the massive migration out of Europe in the nineteenth century

as well as by the decreasing use of coercive labor systems (i.e., the

abolition of slavery) in the peripheral areas.

The growing poverty of the peripheral areas in the nineteenth

century was induced by changes in the mode of production forced

by the expansion of capitalism, not by a transfer of their wealth to

Europe. The undermining of artisan production and traditional

handicraft manufacture impoverished the peasantry while also

undermining the industrial basis of the cities, creating a desperate

mass of unemployed and semiemployed. Rents could thus be

increased and wages established at subsistence levels. Industrializa-

tion was inhibited by both the difficulty of competing with econom-

ically superior Western imports and the policies of the colonial

states that discouraged local industries that might compete with

metropolitan interests. Local fortunes in the periphery were chan-

neled into land, commerce, or luxury consumption, not into industry.

Traditional modes of production were often politically encouraged

both in agriculture and in the cities in order to secure support for

imperialism among the older privileged classes. Capitalist develop-

ment in general, and industrial development in particular, were thus

blocked, or at least greatly inhibited, by the logic of the nineteenth-

century world capitalist system. While in good part dissolving

precapitalist modes of production, this logic inhibited the develop-

ment of industrial capitalism. This stage of imperialism generated a

growing mass of semiserfs, semiproletarians, lumpen proletarians,

and lumpen petty bourgeois as weU as a small class of very wealthy

landlords and merchants, the "compradors."

HIST ELOPMENT Ut- iMrnniHui

BARLY PHASE OF MONOPOLY CAPITALIST IMPERIALISM*

T

*kp last vears of the nineteenth century and the first years of

In t

tJth capitalism in Europe and the United States underwent

*^tC^ ,

^tormatdan. The competitive capitalism of many

^P
Borises and relatively free markets gave way to a monopoly

smaU T^ZZe eL commodity market tended to be dominated

capltal
fpw^ ant corporations. Monopoly pricing, where a handful

by a V

nts seTo ces ^maximize profits independently of the laws

of
gumts set price ^ ^ transnatlonal giants

of free competition cam
^ ^ ^ ?

Were all^ suppliers below their value while selling their

m0r
dUnrthem above their value. This logic came to apply both

TvT nprmherv The superprofits obtained by charging more

f^Z^^Tok^rJnt^i more money than could be

'
nfittblyTnvested domestically came into the hands of the mono-

prof.tably mvcsi
domestic investment outlets

Lfame con rtted by the necessity of limiting output (on penalty

ILrZ ng the monopoly position that was generating suchS Unless the great profits accruing to the new monopoly

could find Profitable investment outlets, however *e

Tano-ed countries would face a™^roXT»
The profits of the corporations would not be realized. aenuu

econom" crises of this kind occurred both in the later years of theS century, and again in the 193

0

S .

to this problem became the export of capitaL If

for capital investment were not available at home, the profits from

the new monopoly corporations could be transferred overseas, where

a preexisting monopoly structure would not be destroyed

In the later part of the nineteenth century, Europea capital

increased its outward flow to the peripheral regions. Th's occurred

mostly in the form of loans or direct investment in i"^"
(especially railways) and raw-materials-producing enterprise Either

form of investment was able to provide profitable outl *sto the

domestic surplus without undermining the monpoly structure or

*For analyses of the monopoly phase of raPiWf.i™^SSlfClSr
Sweezy 1966; Brown 1974 ; Communist ^\'"^}lf9^l Magdoff 1969;
1951; Haves 1941; Kay 1975; Kolko 1967, 1968, 19b9,

Perlo 1951, 1973; and Sutcliffe 1972.
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Nonindustrial investments were preferred by

the home market Non.n^ ^^ ^^ the

European capital in part ^ ^ competltio„ with core

development of periph ^ ^^ t Q f h«

country productooa. a
.

of ductlon due to low

stage of imperial

*

e ^ ^ sufficie„t to offset the greater

wages in the penphery^w««^ sportation, securing necessary

intu^-TrU wnich were generally required for profitable

Investment in manufacturing od q£ competi.

Between te internationally for Great

twe ^Pitahsm domestically and free t

m lization) the

Britain) and the period «0W»£j* stance as compared

export of capital increased co^"fJ eJort to the peripheral

billion to $3.5 billion (Lewis 1938, Brown ISM*, P

TABLE 4.1: ^xportofBri^
1856-66 1M0-13

All Capital Exports
q37

061

Capital Exports/GNP ^ 740

Capital Exports/GDCF*

Capital Exports/Exports to the

Periphery (Estimated)

Capital Exports of Goods ^ 690

to Periphery Q28 .049

Capital Exports/GNP ^ 590

Capital Exports/GDCF* _

countries.
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, mollk iv, the first part of the early stage of

Overseas direct ^vestments m toe f, P
imspolMim

monopoly
caP>tal.sm tended « be P '? y ^^

*"
10Stly

:
a

afenl Thu"e the export of principally consumer

f
jaw materials, inu

,

ious phaSe of imperialism, the

goods (especially textiles ) in the Pr ?
ent) m this period

Lported capital goods (mostly ran y h f
estimated

Meetly resulted in '-al export,
be{ore 1914

** ab°Ut ZLmctoe-esS raiiways, but also other public

wete in m^
ast^ZnJ!Zher in the form of loans to purchase

utilities and public works (e^er ^ ^ rf

British
equiprnent or di ec

t
m

governments or to

""^^e^^^ which were, more often than

joint
private-public enterpnse

infrastructure capital goods

P °v^S S Ge^antd French overseas investments

from Britain, virtually cm w
governments

(likewise mostly used to puxci
local exports)

Lpital goods to ^^^^^^tW.inve.Lent
(Brown 1974, p. 173). In^1900

«

faonds^ g4 ^ t o£

in Latin America was in local gover ^
all direct^^%^^^t^^LL. increasingly

investment by metro-

coming to take the form of private oirec

politan-based transnational corporatron^^ By he P«jWor
fQrm

period, foreign direct -vestment had be om th ^^.^
of overseas ^stment The largely on J

production
corporations came to mvest neavny

f.0=tr,, rtiire in the less-

(increasingly petroleum) and associated ™ ™ ™
other

developed countries and in manu ac*ur.n

advanced capitalist countries. While m 1914 au
1
p

rtfolio

national capital^^^^^^Z^Z^e
or indirect investment, around 197U aoout «o y

form of direct investments (Nabudere 1977, p. 18b >"

averaged
In the 1920s and 1930s^^^^^^

between 35 to 45 percent of total U.S. overseas lnvB
'

f
. u

from its peak around 1930 the share of bank oans continually

declined, bottoming out at around 10 percent of *e total in the

1960s (to rapidly rise again, it should be noted to over^thnd the

total in the late 1970s). From the end of the ^^h L«
through the 1960s the bulk of U.S. direct investment was m raw

materials. The total for mining plus petroleum was 41 percent.m

1908, 38 percent in 1919, 36 percent in 1935, 38 percent „a950

^d 44 percent in 1960 (shrinking to 24 percent m 1978). Manufac

Wring's share of direct investment increased from around 18 percent
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0f the total in the pre-World War I period, approximately 25 percent

during the interwar period, around one-third in the 1950s, about 40
percent in the 1960s, to 44 percent of the total in 1978. The pattern

0 f
overseas investments from the first to the second stage of mono-

poly capitalist imperialism switched from emphasis on investment in

infrastructure, designed to facilitate the export of raw materials to

tne advanced countries, to emphasis on direct investment in industrial

production (see Table 4.3).

The increased importance of investment in the less-developed

countries meant that greater political security and economic stability

was required to maintain profitability, whether to merely guarantee

the repayment of loans or (increasingly) to guarantee direct invest-

ments. Protection against expropriation, disruption, and local

restrictions, the creation and maintenance of necessary infrastructure

and favorable governmental policies, and often the import and
regulation of laborers working under semislavery conditions required
increased political control of the peripheral countries by the indus-
trial capitalist states. Direct colonial rule was considerably expanded,
as were both formal and informal protectorates and limitations on
local sovereignty. The later years of the nineteenth century saw the
rapid expansion of colonialism as virtually the entire periphery was
formally divided among the European states.

While the greatest increase in Britain's colonial empire occurred
m the mid-nineteenth century with the incorporation of India, for
the other major capitalist imperialist powers the areas under their
control increased the most rapidly in the last decades of the nine-
teenth century. The total area of British colonies increased from 8.7
to 12.6 million square miles and of French colonies from .4 to 4.0
million square miles in the period of 1876 to 1900. Meanwhile both
he United States and Germany became colonial powers. Germany
gained a million square miles of Africa and the Pacific while the
nited States conquered the remains of Spain's once great empire as

col
^ SUCh Pacific islands as Hawaii. Belgium and Italy also become

°w
al Powers in the later nineteenth century (Brown 1974, p. 185).

While for some countries the rapid expansion of peripheral
as under their control occurred simultaneously with the rapid

othT
S1

?
n in thGir Capital exDorts

<
e -g-> Britain and France), for

rs territorial expansion preceded the growth in their capital
Ports (e.g., Germany and the United States) (Brown 1974, p. 184).

coin
SUggests that ^ a world which was rapidly being divided up into

in th

leS spheres of influence, countries, especially those who
ranirl?

mid "nineteenth century had no colonial empire, had to move

^orM
t0 S°CUre colonics or risk bein2 cut out of the division of the

• Such preemptive moves were necessitated by the anticipated
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future need for secure places for investment (of however marginal

value) as well as for sources of profitable raw materials.

Between the 1860s and the 1911-13 period the proportion of

total British overseas capital invested in the British empire increased

from 36 percent to 46 percent. In the empire plus Latin America,

much of which (especially Argentina, Chile, Brazil, and Uruguay)

could be considered to be virtually British protectorates in this

period, it grew from 47 percent to 68 percent. The proportion of

British exports to these same regions on the other hand increased

only very slightly. Exports increased from 32 percent to 36 percent

for the empire and from 44 percent to 48 percent for the empire

plus Latin America. On the other hand, there was no change in the

proportion of imports from the empire. It was 23 percent in 1860s

and 24 percent in the 1911-13 period (including Latin America it

was 34 percent and 34 percent) (Brown 1974, pp. 190-91). These
figures and their changes strongly suggest that formal colonialism

as well as the policy of protectorates were especially important in

securing territory for profitable foreign investments and, somewhat
less importantly, for securing export markets. Obtaining raw mate-
rials, on the other hand, did not appear to be an important function
of British colonialism.

Investment in raw materials production and transportation
was designed, in large measure, to make profits through providing
raw materials to the core countries (not necessarily to the actual
colonizing country). Such profits were especially high because of
monopoly pricing facilitated by colonialism. Prices in petroleum
and minerals were typically forced up by monopolies artificially
constricting supply and establishing agreements to sell only at a
high price.

It is important to note that most of the profits of the petroleum
and mining transnational corporations were realized in the advanced
capitalist countries which bought the monopolized commodities.

us
'
vahje was in fact transferred from the purchasing countries to

he country in which the raw materials transnational corporations
^ere based. In order not to undermine the monopoly position (i.e.,
ot to flood the market and force prices down), the huge profits

the raw materials (and infrastructure) corporations could not
generally be invested in the peripheral countries.

m
Although a significant portion of the profits from direct invest-

ments were reinvested (mainly the profits from British capital, these

and°i°
d Part in India

) most of tne European income from investments

rer? t
^ W&S repatriated back to Europe. In the 1874-1914 period

equ l

ated profits ^ ^Payments on foreign loans more or less
^ed new investments and loans for Great Britain, France, and
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Germany (Brown 1974, p. 173). After World War I repayments

(enforced by military action when necessary) on past loans and

repatriated profits on foreign investments came to generally exceed

new loans and investments.

During the early monopoly phase the net flow of value through

trade in the raw materials sector was toward the metropolitan coun-

tries in the labor-intensive commodities, largely owned by less-

developed countries, especially foodstuffs and raw materials for

textile products. Here highly competitive production and depressed

costs of labor, together with inhibiting factors on industrialization,

meant that such goods tended to be depressed below their value.

Because of the increasing monopolization of world markets that

occurred with the formation of giant corporations and cartels in the

later years of the nineteenth and early years of the twentieth century,

the core capitalist countries were increasingly able to charge more

than their value for manufactured exports (by constricting supply

and setting prices) as well as able to secure raw materials more

cheaply (because of their political domination of the periphery).

Thus, the terms of trade tended to change in favor of the monopoly

capitalist core countries.*

Between 1876-80 and 1896-1900 the terms of trade between the

manufactured exports of the developed countries and the primary

goods exports of the less-developed countries increased by 27 per-

cent (in favor of the more-developed countries), while the overall

net barter terms of trade between the two sets of countries increased

by 11 percent in favor of the developed (Brown 1974, p. 251). This

suggests the new importance in this period of "exploitation" through

trade, caused primarily by the monopoly power of the new trans-

national corporations, but caused also by the policies of the core

states that established tariffs, provided subsidies, inhibited immigra-

tion, and otherwise acted to turn the terms of trade in their favor.

While the terms of trade generally moved in favor of the developed

countries from the middle of the nineteenth century through the

turn of the century, between 1900 and 1913, there was a radical

improvement in the trade position of the less-developed countries

due to a considerable increase in the price of the raw materials

exports of the less-developed countries (Brown 1974, p. 251). This

*In this period, the wages of the industrial working class in the monopoly ca

italist countries tended to rise. This occurred for two reasons: first, pressure fro

unions and Socialist Parties, together with the shortage of labor and the need

secure a stable, skilled, and reliable labor force; and second, the ability oi

monopolies to pass wage increases (greater than increases in productivity) on

consumers and the competitive sector.
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doubling of the unit value of the raw materials exports of the less-

developed countries in this period, and the consequent considerable

improvement in their terms of trade, reflected the contemporary
monopolization of raw materials production and transport in the

less-developed countries by the transnational and banks based in

Europe as well as the considerable increase in the demand for raw
materials in the rapidly growing and militarizing European economies.

However, from 1913 through the mid-1960s, there was a systematic,

long-term tendency for both the overall net barter terms of trade

between the developed and less-developed countries, and the net

barter terms of trade between the manufactured goods exports

of the developed countries and the primary exports of the less

developed, to move in favor of the developed countries. Between
1913 and 1962-63 the net barter terms of trade improved by 77
percent overall—and 85 percent when just the exchange of manu-
factured goods for primary products is considered—in favor of the
developed countries (Brown 1974, p. 251). This indicates a consider-
able and growing exploitation through trade due to the control of
world markets by transnational corporations based in the advanced
capitalist countries.

In balance, in the early phase of monopoly capitalist imperialism
there was a net transfer of wealth from the less-developed periphery
to the European core. This appropriation of value by the advanced
countries occurred principally because of "unequal exchange"
(largely caused by monopolization of world markets).

During the early phase of monopoly capitalist imperialism the
natural tendency of industrial capital to flow to where wages were
the lowest and the rate of profit the highest was, for the most part,
blocked by a number of essentially economic factors : first, economies
°f scale existed that made the construction of an efficient industrial
P!ant in a peripheral country with a limited market unprofitable;
second, the lack of skilled workers in the less-developed countries
willing and able to sell their labor power to capital; third, the high
costs of transporting products made with the cheap labor of the
Periphery back to the advanced countries; and fourth, the desire of

e metropolitan-based transnational to keep control of advanced
cnnology so as to prevent the peripheral countries from becoming

c
°mpetitors.

In addition, a number of political factors operated to hinder the

Dar

U
-

Stna
! ^owth of the peripheral regions during this period : first,

tio

riGrS
' ^P0^ bv tne advanced countries for reasons of legitima-

k
n and to minimize social disruption, to the migration of labor

^>m the low-wage to the high-wage areas; second, barriers to the
Nation of capital from the high-wage to the low-wage areas
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third high protective tariffs against

(imposed for similar reasons) th rd h gj^ ^ in(Ju ta ^
industrial imports, as wen a

neocolomal polices

advanced countoes,
îc

£°UXinistratio„s that discouraged local

forced on the local P<**"**L
caw materials exports so as to

industrialization and encouraged
colon izing or neocolomal powers.

complement the economies£ the ^ ^ ped

The net results o both the e P
their deveiopment

countries and especially ^ndou* widening of the

imposed by impenaJism resulted in
d colonized ^

gap" in living standards between»
q£ mQnopoly^idlH

semicolonized worldff^S^fttt in the middle of the

imperialism. While i has been esttmated ^ Europe ^
nineteenth century the living .tender ^
about 50 percent higher than » Asia * ^ ^ p j|
by 1960 the gap had grown tc UtW K ^^
United Nations 1978a, Table 1A).

the Marxist theory of

the Communist International m«
y blocked the

imperialism, now arguing g*«g countries ,
expropriating

industrialization of
f raw materials for the benefit of Europe,

££35 in in^eS *— "

Pe
thHough indenization ^^f^^cS

endemic during this stage of '

es ,

predominant

relations of production ^w^ ^ imperialism, of to
in the previous phase of c°^™ve

g*^, seUing metropolitan

troying local handicraft P*<f»
c«°" ™

„
*
d to pI0duce goods to

goods to native People^reatedb^S5£S«i« <° £ displa°e
f

export to the core ^^^^Spartty under meteop*

peasants and artisans). Partly"n^
r l

up in transport, raw

of the logic of capitalist imperialism.

THE LATE PHASE OF MONOPOLY CAPITAL.ST IMPERIALISM

Duri„g the latef™J™Z^^^^
began around I960 (marked by the poMlcffll p become
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"„ «
c,"2 »srP«ts™ <— *•»»'

ITexpanding markets).
international boundaries because

industrial capital lows a«0SJ ^^f sufficiently profitable

of
differential wage levels and «^ as well as market

vestment possible
J»

*e co
^

opportunities in *eJess devwop distance ftom

such as the skill level of workeis ™ *
tQ the out.

roarkets,
and unfavor|^ P^J^ftom The core, these factors appear

ward flow of industrial <^ oi both domestlC

t0 be increasingly overridden bj
-

the pres
. ^

and international competition that fore°W
Metropolitan

costs (especially wages in order to^ ™J in manufacturing,

capital has increasingly come to_be "V ^ its labor

utilizing the uprooted P«T^ng ^industrial proletariat had

tzJ^^ss^ss^ * -^ °f capitaiist

flow of industrial ^j£™^j£SZ
countries in the second stage of neW^**

the productive

(ends to equalize the level of the deve£pment o F< ^
forces throughout the world sys^e

m^
HowevM ^^^

tendency for wages to rise m the per phery
unemployed

suppressed or even reversed by the

.

)tural mech-

labor built up by peasants forced off the land by gr

anization, which is occurring more rapidly than n
s

are created, as well as by ar,ti-workmg class military die

that suppress labor organizations
countries has a much

The flow of industrial capital from the c°re
{irst , it

greater effect than its absolute size ^J»*#?£*tata of joint

mobilizes local capital in its projects, often in the

enterprises; second, it inspires ocal -P^ b/ "ed technology
* to innovate by competition; thud, it brings edva

ft

*«d organizational techniques to the f
ripher^ countoes

"as spLoff effects on locally owned industries because
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mand for locally produced products, its outputs to other industrial

and the skills it requires in its labor force; and fifth, a large part 0f

its profits are reinvested rather than repatriated.

Not only is there a tendency for capital to flee high-wage areaS

but there is also a tendency for workers in the low-wage areas of the I

world to migrate to the high-wage areas. From the late nineteenth I

into the twentieth century there has been a massive population I

transfer from the rural and poorer regions of the world. At first I

this flow was from Southern and Eastern Europe, but in the later I

stages it has been from Asia, Africa, and Latin America. The expan- I

sion of capitalism throughout the world has displaced peasants from I

the land, forcing them to the advanced urban and industrial areas 1

such as North America and Western Europe. The effect of this I

international migration of workers is to decrease the massive reserve I

of labor in the poorer countries while expanding the reserve army of

labor in the advanced. This tends to decrease the rate of increase 1

in wages in the metropolis. At this same time it accelerates the

tendency for the rate of profit and the tendency of the level of I

productive forces to equalize in the two regions.

Between the first and second phases of monopoly capitalist

imperialism there has been a radical change in the importance of

investments in manufacturing by the advanced countries in the

periphery. U.S. direct investment in manufacturing in 1950 ac-

counted for only 12 percent of total U.S. direct investments in the

less-developed countries, but by 1978 it accounted for 35 percent

while investments in finance and insurance, much of which finds its

way into loans to local industry, increased from 2 percent to 27

percent. Meanwhile U.S. direct investments in mining and petroleum

decreased from 51 percent to 17 percent of the total during the

same period (U.S. Department of Commerce 1960, Table 5; 1980a,

Table 1). In the period 1952-59 new U.S. direct investment from the

United States in manufacturing industries in the periphery averaged

$70 million a year. By the 1970-78 period it averaged $340 million

a year (U.S. Department of Commerce 1961, Table 50; 1980a, Table

2).

During the period of late monopoly capitalist imperialism value

is increasingly being transferred from the core to at least som

periphery countries through trade (as in the last half of the 19/

with the oil-exporting countries). As many of the peripheral cou

tries gain control of their raw materials exports, increase pric

through international cartels, and take a higher share of the pro!

for themselves they are turning the terms of trade in their favor a

thus obtaining a considerable transfer of wealth from the countn

that buy their raw materials. Unlike the early phase of monopo
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list
imperialism, where the sale of raw mater als by trans-

c»P
ltab

f ^orations resulted in the transfer of value from the

national
co *

transnationai corporation's home country, many
purchaser

countries are now diverting the value transfer to

of the penp
monopolized capital-intensive products

themselves^
f^ ^ competitive labor-intensive products

of T nSohery (as was more the case in the earlier period of mono-

Capitalism) is there a transfer of value to the advanced capitalist

^Thfterms of trade of the developed capitalist countries vis-a-vis

hp less-developed capitalist countries deteriorated significantly in

iind 1970-77. In this period the unit value of the exports of

Z developed capitalist countries declined by 11 percent while those

If tfetss developed countries increased by 51 percent Thus he

o era 1 net barter terms of trade of the less-developed capitalist

countries in relation to the developed improved by 70 percent (i.e.,

hev could secure 70 percent more with the same exports) from

1970 to 1977. Virtually the entire improvement occurred from

1972 to 1974, indicating that the radical shift in the terms of trade

is almost entirely due to the OPEC petroleum cartel (United Nations

1978a, Table 13; 1978).

In fact, when fuels are excluded the net barter terms of trade

between the developed and less-developed areas remained virtually

constant between 1960 and 1977. The effect of the considerable

increase in petroleum prices is borne witness to by the radical

increase in the net barter terms of trade between all primary and

all manufactured goods, which increased by 63 percent from 1970

to 1977 (almost entirely in the 1972 to 1974 period) (see Table

9.4.).

In the late phase of monopoly capitalist imperialism a consider-

able proportion of profits in the centrally important manufacturmg

sector of the less-developed countries is reinvested by the transna-

tional corporations. In this sector more funds flow to the less-

developed countries than are repatriated. Similarly, in the post-1973

Period considerably more has been loaned to the less-developed

countries by both international agencies and private transnational

banks than is collected in repayments. In general, considering

both the effects of trade and investment, during the late stage ol

Monopoly capitalist imperialism the direction of value transfer

within the world capitalist system is from the developed to the

less-developed areas.

During the early monopoly phase of capitalist imperialism tne

economic gap between the poor and rich capitalist countries was

accentuated; in the later period it is being diminished. This is occur-
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ring because the newly independent states of the less-developed

countries have increasingly been actively pursuing development

policies and because the transnational corporations and banks are

increasingly taking advantage of the opportunities, cheap wages,

and expanding markets present in these countries.

The political domination of the core countries and the monopoly
power exercised by the transnational corporations in the peripheral

countries has been significantly weakened. This means that the

various governmental and corporate policies that systematically

block industrialization have largely been undermined and state

policies in the periphery are becoming increasingly supportive of

local industrial development (e.g., through state ownership, subsidies,

and high tariffs).

In the period of late monopoly capitalist imperialism, the barriers

put up for political reasons, such as to maintain a high level of core

domestic employment or wages, against labor immigration and

capital outflow (so as to keep the loyalty of the core country's

working class to the system) have proven insufficient to stop both

from operating to exert pressure to even out the level of development

within the world system. This is probably the case primarily because

of the force of international competition. Each country's corpora-

tions are forced to remain competitive in the international market

and, hence, to reduce their costs by the competition from the

corporations of other countries.

Nearness to markets is becoming a less important factor in inhibit-

ing the export of industrial capital as the cost of transportation

(e.g., containerized cargo) becomes cheaper. Economy of scale is

likewise now less of an inhibiting factor because of the rising pur-

chasing power of people in the periphery. State establishment of

industries and subsidies (as was the case with Japan) and joint

public-private enterprises have proven to be considerably more

effective as sources of primitive accumulation than the availability

of regions to plunder. And while there may still be a desire on the

part of the metropolitan corporations, other things equal, to keep

control of key technologies within metropolitan regions, when faced

with the pressures of international competition, it can give way.

In the period of late monopoly capitalist imperialism the econo-

mic gap between the rich core countries and the poor peripheral

countries has been decreasing no matter how it is measured. While

between 1950 and 1960 the rate of growth per capita in the advanced

capitalist countries was 2.8 percent and in the less-developed capitalist

countries 2.4 percent, in the period 1970-77 it was 2.3 percent in the

former and 3.6 percent in the later, i.e., the rate of growth per capi*a
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0f the peripheral countries in the later period was over 50 percent

eater that in the core countries. In the later period the overall rate

of growth of GDP was 1.9 times greater in the periphery than in the

core . The rate of growth in manufacturing in the less-developed

countries was 2.5 times that in the core. (In the 1950s it had been

only 15 percent greater.) The more industrialized the peripheral

countries become, the more rapid their rate of industrialization both

in absolute terms and in relation to the advanced capitalist countries

(see Table 4.4).

The rapid rate of industrial growth in the peripheral countries in

the late phase of monopoly capitalist imperialism has been reflected

in the rapid expansion of their industrial working class. Between the

years 1960 and 1976 the number of workers in manufacturing

increased by 100 percent in the peripheral countries (compared

to only a 15 percent increase in the core countries). The rate of

increase in the number of workers in heavy industry was even greater—

146 percent compared to 21 percent in the developed countries (see

Table 4.5).

Because of the rapid rate of growth of the industrial working

class in the peripheral countries, the class structure of these regions

is becoming more like that of the core countries. By 1977 in the

TABLE 4.4: Economic Growth in the Less-Developed Capitalist

Countries (percent)

Developed Market Less-Developed

Economies Market Economies

Annual Increase in GDP
1950-1960 4.0 1.00* 4.6 1

1.15:

1970-1977 3.2 1.00'* 6.1 (1.91 \

Annual Increase in GDP/Capita

1950-1960 2.8 M.00:' 2.4 0.86

1970-1977 2.3
1

1.00:* 3.6 1.57 >

Annual Rate of Growth
'n Manufacturing

1950-1960 6.3 1.00 * 6.9.1.101

__2970-1977 3.0 :
1.001* 7.4 <2.47i

*The figures in parentheses show the ratio of the main figure to its value for the
eveloped market economies.

Sources: United Nations 1967, Table 4A: 1978a. Table 6A.
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TABLE 4.5: Increase in Manufacturing Employees, 1960-1976
(percent)

All Manufacturing Heavy Industry Only

1960-76 1968-76 1960-76 1968-76

Developed market economies 15 1 21 3

Less-developed market economies 100 51 146 65

Source: United Nations 1978a, Table 10.

peripheral countries the ratio of salaried and wage workers in manu-
facturing to the economically active population was approximately

half of its value in the advanced countries. Those less-developed

capitalist countries for which data was available and which had at

least 500,000 persons in their economically active labor forces had
12.5 percent of their labor force employed in manufacturing as wage
or salaried workers. This compares to the average of the United
States, West Germany, and Japan of 25.1 percent (International

Labor Organization 1979, Table 2A).

In summary, all indicators clearly reflect the rapid industrializa-

tion of the less-developed countries that is occurring in the late

stage of monopoly capitalist imperialism. Although the countries

on the periphery of the world capitalist system are in fact indus-

trializing, their economies are not becoming replicas of those of the

core countries. As will be shown in Chapter 10, there are a number
of fundamental differences, most importantly: first, relatively more
of the economic benefits from their economic growth accrue to the

capitalist and upper middle classes and relatively less to the working
class; and second, the economies become dependent on the transna-

tional corporations based in the leading capitalist countries that own
or control the key economic sectors, supply technology, capital

equipment, and spare parts, purchase most exports, and supply

most imports. It should also be noted that the rates of growth,

industrialization, and especially the development of the most modern
economic sectors are significantly lower than those of the socialist

countries, and thus, that their capitalist development is significantly

less than what is technologically possible. These elements, together

with the rising expectations of the working people in these countries

promoted by intense exposure to Western media, create considerable

pressure on the system to satisfy growing material demands—demands
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tnat are typically met by military dictatorships and repression.

These differences increase the cogency of both nationalist and

socialist analyses in these countries, especially among their rapidly

growing working-class populations. As a result, the possibilities of

successful radical nationalist and socialist revolutions with the central

involvement of the working class (e.g., Iran, Nicaragua) are consider-

ably enhanced. The possibilities of the level of capitalist indus-

trialization in the less-developed countries approaching that of the

United States or Western Europe are few.

THE ROLE OF POLITICAL DOMINATION OF THE PERIPHERY

There is nothing inherent in the logic of markets that reinforces

or aggravates gaps among regions. Generally markets will only

behave in this way : first, when systematically monopolized in favor

of the areas that are, or are destined to become, the core of a world

system; or, second, because of political domination of satellites, or

areas destined to become satellites, by the metropolitan states that

block the forces leading to economic growth in the periphery.

The chief block of industrialization of the less-developed coun-

tries has been the direct or indirect political domination of an area

by metropolitan capital. Colonial and neocolonial domination
creates obstacles to local capital and the local state, preventing the

employment of people released from peasant relationships and
traditional handicrafts in modern industrial enterprises. The political

domination of the less-developed countries became prevalent as it

became necessary to transform the peripheral economies' modes of

production. Once the modes of production had been reorganized
and oriented to the world market, political control, although not as

essential as before, remained important to ensure maximum profit-

ability (and thus adequate supplies of cheap labor, economic stability,

law and order, the absence of restraints on profit making, and so
forth), to prevent the natives from getting the lion's share of the

superprofits of the monopolized raw materials sectors, and to inhibit

°nly local industrialization that would compete with either metropo-
litan exports or local production by the transnational.

Political independence was only reluctantly granted when it

became apparent that the costs of maintaining formal empires were
becoming prohibitive and that the longer the rising independence
Movements were fought, imperial economic interests would worsen
jtfter independence (because of the growing radicalism of national

liberation movements). It was soon realized that considerable profits
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could still be made after formal independence if friendly nonradical

regimes could be installed in the old colonies. A period of neocolo,

nialism thus ensued.

Increasingly, national bourgeois (or "bureaucratic authoritarian")

forces interested in obtaining an increasing share of the superprofits

of imperial monopolies (e.g., in petroleum) have become more

influential while revolutionary or radical governments of various

forms have become more prevalent. In the postcolonial period the

states in the less-developed countries increasingly insist on a greater

share of the monopoly profits of raw-materials-producing trans-

national corporations, high tariffs to encourage local industry, the

import of technically advanced capital goods, the nationalization of

industries, participation in joint enterprises with the transnational

corporations, and subsidies and other measures to encourage indus-

trialization and all-around economic growth at the expense of the

metropolitan countries. The absence of effective political controls

over the less-developed countries, especially as the initially estab-

lished "puppet" regimes collapse or "turn greedy," shows itself in

the economic interactions between the less-developed and advanced

capitalist countries becoming more advantageous to the former. As

the obstacles to capitalist accumulation in the less-developed world

dissolve, as the political obstacles to local capital accumulation

-

imposed or reinforced by metropolitan interests—come down, as the

skill levels of local working people grow, and as world trade becomes

less expensive to engage in, the gap between the advanced and the

less-advanced countries decreases. However, the tremendous social

dislocations produced by this process can be expected to produce

massive political upheavals on the order of Iran and Nicaragua before

even an approximation of an equal level of world development is

reached.

CONCLUSION

Grouping all types of commercial imperialism, including the

mercantilism of the fifteenth through the eighteenth centuries,

nineteenth-century competitive capitalist imperialism, and botn

early and late monopoly capitalist imperialism, under one category,

as Marxian-dependency theory does, is mistaken. Such a categoriza-

tion is so broad as to lose all value in helping us understand tn

radical differences in the dynamic and effects of imperialism ove

time.
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u „hi.<P of the development of European imperialism

Ea
Characterized by a fundamentally different relationship

W bZ\T^pe™ co're and the periphery. The motive for

between the ^
f t fa each period , as has the direction of

eXP
Tansfefof value and the effect on the social structures and

*e
'Tic development of the peripheral countries During he

eCOn
Tof precapitalist imperialism (the period of primitive capitalist

pen° ?ftK Europe) Europe related to the rest of the world in

aCCUTa lv the same^ way as did the classical Asian empires desiring

essentially the sam y ^ ^^^
toS^rdatio^ of production. The distinctively

^^JaLi of the nineteenth and twentieth centuries,

caprtahst ™P£
transformed the social structures and econo-

h^oT^V^^^^ establishing the social and polity!

ZmoT!oZot^ capitalist industrialization and socialist revo-

1Uti°

A
n

careful examination of the transformations in the relationship

between theEuropean and other core countries and the less^veloped

! 1 of aZ Africa and Latin America from 1500 to the

7^Z^y\utorl the ideas of Marx and Lenin both about

Z stage imperiaSm and the effect of the export of capital in

ndustrfahzing the poorer regions. It appears that Marx was
;

basicaUy

correct in arming that imperialism went through three stoge.J*st,

the stage of plunder during primitive accumulation in Europe

second the export of goods, which resulted in the undermining of

ZZ^rTsoZ structures; and third, the capitalist development

of the less-developed countries promoted by the export of caprtaL

Likewise, Lenin's analysis that the dynamic of advanced capitalism

necessitates the export of capital, which then results in the^rapid

industrialization of the less-developed regions of the world system

seems to be coming to pass. However, the predictions o^th U^
and Lenin were premature. Both failed to grasp the inhibiting effects

on capitalist industrialization that formal colonialism and mono-

polization of world markets were able to impose for two generations

after the institutionalization of monopoly capitalism (a fac
.
essen-

tially grasped by the Communist International in its 1928 theses), it

appears that only since the 1960s, in an essentially new stage of

imperialism qualitatively different from the earlier^onopoly capital-

ism, is the kind of logic outlined by Marx and Lenin finally being

realized.



THE DYNAMIC
OF IMPERIALISM

In this chapter the dynamic or motive force behind imperialism

is analyzed. The claim of theorists such as Lenin and Luxemburg

that capital accumulation or profitability would be impossible

without imperialism is scrutinized especially carefully. The role of

capital exports, export markets, and the control of raw materials

sources is examined. It is concluded that although imperialism is

most profitable for the transnational corporations, it is not a neces-

sary condition for the continuation of the capitalist accumulation

process, or the viability of profit making, in the advanced capitalist

countries. The motive force behind capitalist imperialism is found

to be the maximization of profits by the transnational corporations

that dominate the foreign relations of the major capitalist states^

Maximum profits are obtained through a worldwide integration of

transnational operations that includes domination of raw materials

supplies and monopolization of raw materials markets, utilization

of inexpensive labor in the less-developed countries, securmg markets

for the exports of the megacorporations, and selling equipment to

the military.

"THE NECESSITY OF IMPERIALISM

Persistent debates have occurred about the necessity of imperial-

ism as an aspect of monopoly capitalism and about the relationship

between imperialism and capital accumulation on a world scale.

Although recently these debates have often tended to occur sepa-

123
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rately, they in fact address much the same issue. The controversy

among Luxemburg (1913), Lenin (1917), and such Social Democrats

as Hobson (1902) and Kautsky, which peaked around World War I,

centered on the question of whether or not imperialism was a neces-

sary condition of the capital accumulation process (and thus whether

or not capitalism could function without imperialism) or funda-

mentally a policy (which could be changed without abolishing

capitalism). At the heart of this early debate was the question of

capital accumulation on a world scale and the role of imperialism in

this process. In the late 1960s and 1970s there was a renewed

debate around both the question of the necessity of imperialism

and the question of capital accumulation on a world scale (see,

for example, Miller et al. 1970, Magdoff 1970, and Ehrlich 1973).

Much confusion has occurred in the debate around the question

of the necessity of imperialism because it is frequently posed that

either imperialism is a necessary condition for the existence of

capitalism (i.e., advanced capitalism could not exist without it)

or that imperialism is merely a policy that can be changed by a

progressive state administration without changes in the fundamental

economic and social organization of society. When the question

is posed in this dichotomous way it is relatively easy for the pro-

ponents of the first position to prove their case by showing that

imperialism is not merely a policy and for proponents of the second

position to prove their case by showing that advanced capitalism is

indeed not irredeemably dependent on imperialism (i.e., that only a

relatively small proportion of the GNP, total profit, investments,

trade, and so forth, can be attributed to imperialism). Consequently,

much of the debate is rather futile, with neither side really coming

to grips with the strong arguments of their opponents.

There is another position on the relationship between advanced

capitalism and imperialism, a position which sees imperialism as

growing organically from the very logic of advanced capitalism (and

in that sense a necessary outgrowth of capitalism) but not as a

necessary condition for the continuing existence of capitalism, i.e.,

advanced capitalism could survive and the capital accumulation

process continue even if there were no imperialism. According to

this argument, in the event that forces such as the universal victory

of national liberation movements were to defeat imperialism, ad-

vanced capitalism would nevertheless remain viable and the capital

accumulation process would continue in the metropolitan countries,

although in all probability only with some rather important political

and economic reorganization. In fact this is the argument actually

proven by Magdoff (1970) and others in the Monthly Review tradi-
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tion
(although they themselves confuse their argument with their

gUggestion
that imperialism is a necessary condition for the existence

of capitalism).

The capital accumulation process results in the expansion of the

total value encompassed in the capitalist system since by its very

nature it implies the reinvestment of profits above and beyond the

mere replacement value of capital equipment. The failure to find

sufficient new investment outlets for profits necessarily results in

economic stagnation and contraction of the system. The process of

capital accumulation must thus either expand or wither. Logically,

there are two directions in which capitalist expansion can occur:

intensively, i.e., within the geographical limits of a metropolitan

capitalist area; and extensively, i.e., by expanding into other areas.

Intensive capital accumulation assumes a sufficiently rapidly growing

source of purchasing power in the metropolitan country to permit

the realization of profits from new domestic investments. The
extensive capital accumulation process does not rely on the growth
of purchasing power in the metropolitan countries. The debate

about the relation of capital accumulation on a world scale to the

necessity of imperialism in good part focuses on the relative possibili-

ties of extensive and intensive capital accumulation.

The position that capital accumulation cannot proceed without
imperialism (i.e., that imperialism is a necessary condition for the
existence of monopoly capitalism) tends to focus on three major
arguments: first, the absolute need of advanced capitalist countries
to export capital in order to avoid underconsumption and economic
stagnation; second, their absolute need to secure export markets
(dictated by the same considerations); and third, their absolute need
to control sources of raw materials. The first two arguments are
variants of the same general theory that is based on the undercon-
sumptionist argument. These both maintain that capitalism during
>ts monopoly phase is absolutely unable, because of the low living
standards of the masses and the inability of the state to spend
enough, to find sufficient domestic markets for all it produces and

at consequently outlets for otherwise unrealizable profits must be
ound in ways that result in the domination of the less-developed
countries. The structure of the third argument, while it does not
assurne underconsumption, can also be interpreted as arguing that
CaPital accumulation in the metropole will not occur without the
c°ntrol of essential raw materials at their source.

,
A fourth Marxist argument maintains that imperialism is caused

^ the tendency for the rate of profit to decline. The declining rate
Profit is seen as caused by the tendency of the "organic composi-



, 26 , THE LOG.C OF IMPERIALISM

tion of^ to nse S
higher,

imperialism also gen^S

o
^°r

composition of capital),

e fee ally raw materials(»| h%° r̂̂ m could well be con-

thus increasing the -ateof *ofit *W m (or the capital

sidered to be a necessary c0"d™°
b e o£ this factor,

accumulation process or>a _
world sea * >£

c ^ ^ gWen in

It should be noted that parallel arg
product of

supPort of the position ^atunpen -orga^P

£ ffS2^W.
rfm5St^ -t to confuse the indispens-

ability with the organic position-
g ^ leading

This chapter deals primarily w>th the u
jf ft^ fee

imperialist power in the ^^^^^fstates is not irredeem-

shown that capital accumu^ m *e U ^ less.developed

ably dependent on U.S_ 'mpemli m ^ imperialism

countries, then it is also sho™ ™ and specifically

is an indispensable process, can

that it is a reqmsite of the world capital
approach that

not be valid. This should be
ially one

considers aU the advanced capitalist counte,es as ^
(the metropolis) within which the Omt*9ta P^y ^ ^

- bttonomous, in which case the

United States is merely the largest example^
accumuiation,

If imperialism is a "e^s"y
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o and 4) In this period more funds were repatriated on U.S. invest-

Tnts in the less-developed countries than were newly invested in

S-se countries. Thus such investments could not possibly have

orved as an outlet for funds, which unless they found profitable

investment would have stopped the capital accumulation process

investment in the less-developed countries, in balance, aggravated

rather than alleviated the problem of investment funds seeking

profitable outlets.

Let us examine Table 5.1, which compares two key indicators

nf the economic surplus seeking investment, aftertax corporate

nrofits and domestic capital investment (nonresidential private

feed investment), with the appropriate measures of capital flows

and trade, as well as with the size of state military and nonmihtary

unending over the years 1950 to 1978.

The total new capital outflow from the United States is very

small in relation to either corporate profits or private nonresidential

fixed investment (in 1975-78 it represented only 2.8 percent of

corporate profits and only 1.5 percent of domestic capital invest-

ment) Thus, even if the effect of repatriated profits is not sub-

tracted out the total effect of new capital outflow could barely be

considered to have any effect at all on the surplus seeking investment,

never mind be (as the orthodox Leninist tradition argues) the primary

mechanism of capital accumulation on a world scale

The U S. balance of trade was positive with the less-developed

countries from 1950 to 1974, i.e., some surplus was realized by

exporting more than was imported from the peripheral countries

(it represented around 3 percent of corporate profits and roughly

2 percent of nonresidential fixed investment during this period)

However, this was hardly enough to create more than the slightest

of effects on the capital accumulation process on a world scale. Lven

if exports were not discounted by imports, until 1973 they averaged

only about 25 percent of corporate profits and 15 percent of domes-

tic investment, clearly not the greater part of either profits or invest-

ments as the argument that imperialism is a necessary condition of

the capital accumulation process suggests.

As of 1974 the United States began importing more than it

exported from the less-developed countries. The net effect of trade

with them became the same as the net effect of investment to

aggravate, rather than alleviate, any problem of finding outlets

for investment funds in the metropolis. Neither investment nor

trade, then, in fact, acts to facilitate the continuation of the capital

accumulation process by acting as mechanisms for extensive capital

accumulation.
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Table 5.1 suggests that both the state's military and nonmilitary

ending play central roles in the capital accumulation process. The

importance °^ mintarv spending, however, has declined considerably

from averaging 200 percent of total corporate profits and 120 per-

cent of total nonresidential fixed private investment in the 1950s to

115 percent of total corporate profits and 60 percent of domestic

capital investment in 1975-78. In spite of this decline, military

spending continues to be far more significant than either exports or

new overseas investment, and unlike either one of these factors, at

least in the post-1973 period, has a net effect of providing investment

outlets for the corporations.

In the period 1950-54 total government expenditures on all levels

(local, state, and federal) in the United States was almost evenly

balanced between military and nonmilitary spending. Military spend-

ing had only very recently come to play a predominant economic

role. It made the difference between the stagnation of the 1930s and

the prosperity of the 1950s. However, nonmilitary spending has

become more and more important in the economy, until in the later

part of the 1970s, it grew to over five times military spending.

Nonmilitary spending in the period 1975-78 was 590 percent of
corporate profits and 310 percent of domestic capital investment.

The evidence thus strongly suggests that the most dynamic element
in facilitating the capital accumulation process in the advanced
capitalist countries is now nonmilitary state spending, especially on
social expenditures.

Instead of showing that imperialism is a necessary condition
for capital accumulation in the metropolitan countries, the data
show instead merely that there are multifaceted links between the

developed and the less-developed capitalist countries that are very
Profitable for the transnational corporations based in the United
States. The evidence suggests that imperialism is a product of
capitalism, but it fails to show that the capital accumulation process
c°uld not continue without imperialism. Capitalism could exist
Without imperialism. But it is most unlikely that processes immen-
^ly profitable for the dominant economic interest will be voluntarily
given up.

HE EXPORT OF CAPITAL AND CORPORATE PROFITS

While foreign investment cannot realistically be seen as crucial
0r the continuance or the profitability of the capital accumulation
r°cess in the United States it nevertheless is most central for the
3°r corporations that dominate the U.S. economy. U.S. invest-
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*K«r countries has increased considerably over the years.

menUn other countries n ^ $70Q ^
Fr°m

foverseas rose to $7 billion in 1919 and $17 billion

S^r^^S the depression and World War II (by

about 50 percent in relation to total U.S. business capital), not

recouping their former position (considering inflation) until the

w -l^Os After World War II, U.S. overseas investments once
early 19o0s. Alter wc

,

in 1950, they in-S^ASSW SUB billion in 1970, and $377

biUion in 1978 (see Table 4 3). The relative

investment has been steadily increasing. In .W^^g?"
5.1 percent of fixed, nonresidential business capital and in 1978 1L8

percent (U.S. Department of Commerce 1979a, p. 558, 1975a, p.

259
From 1897 through 1950, roughly between 50 percent and 55

nercent of all U.S. direct overseas investments were m Asia, Africa,

and Latin America (see Table 4.3). After World War II, however

US investment became increasingly concentrated in Canada and

Europe By 1978 only 24 percent of all US. direc -vestment

were in Asia, Africa, and Latin America. Nevertheless, the U.S.

mvestment stake in the less-developed <>^J»^~&
erably in the post-World War II period. From $5.7 billion in 19oU

it increased to $40.5 billion in 1978. Especially rapidly growing

h™en U.S. investments in manufacturing in^fff^
countries. Manufacturing investments increased from $1^36 million

or 1.1 percent of total domestic manufacturing capital in I960, to

$14,071 million or 2.0 percent in 1978 (U.S. Departmentjrf Com

merce 1961, Table 58; 1980a, Table 1). The declining share o the

total U.S. overseas investment in less-developed countries is due to

the very rapid expansion of investment in other advanced cap talist

countries, not a stagnation in new investments in the less-developed

countries^ ^ ^ inyest t veraged

approximately 60 to 65 percent of all U.S. inve^ent
p
bot

a

h
t;

n

ba„k
less-developed countries and in the world as a whole Private 1

sank

loans during this same period represented about 10 to 1^°
of total world investment and about 20 to 30 percent of ^vestment

in the less-developed countries. Indirect or Portfolio ™vesbnen

meanwhile averaged around 15 to 20 percent of total U S. investtne

in the world as a whole and less than 10 percent in the iess-develope

countries (see Table 5.2). In the generation after World War U,

U.S. overseas stake in both the advanced and less-developed countr

was primarily in enterprises controlled by the U.S. transnation
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rporations (principally in manufacturing in the advanced countries

°nd in raw materials in the less developed). However, in the mid-

-1970s the postwar pattern changed with private bank loans rapidly

creasing in importance. Private bank loans to Asia, Africa, and

Latin America increased from a total of about $10 billion in 1972,

to roughly $78 billion in 1978, compared to a rise in direct invest-

ment of from roughly $30 billion to $50 billion in the same period.

In 1978 private loans accounted for 35 percent of total U.S. overseas

investments, and over 50 percent in Asia, Africa, and Latin America

(see Table 5.2). Lending by U.S. banks to the less-developed coun-

tries (especially short-term loans to pay for their imports) had by the

late 1970s become the primary investment stake of U.S. business

in the less-developed countries.

Some U.S. industrial sectors are considerably more involved in

overseas investment than others. While in 1970 the ratio of the

value of overseas investment to domestic investment for the U.S.

economy as a whole was only 11.5, for motor vehicles it was 94.9

percent, petroleum 78.9 percent, mining 53.6 percent, chemicals

57.0 percent, machinery 48.4 percent, wood products 34.8 percent,

and rubber 33.5 percent (Musgrave 1975, p. 13). In banking in

1960, the ratio of the assets of overseas branches to total assets of

all domestic U.S. commercial banks was 1.4 percent. In 1970 this

had increased to 9.1 percent, and by 1975 to 18.5 percent. The

total number of U.S. overseas branch banks increased from 131 in

1960 to 536 in 1970 to 732 in 1974 (U.S., Congress, House 1976a,

p. 812). This reflects the rapid growth of overseas involvement in

both lending and overseas branches by U.S. transnational banks.

The changing composition of U.S. investments in the less-devel-

oped countries is reflected in the form of repatriated profits. In

1966 repatriated profits (not including fees and royalties) were $2.3

billion on direct investments in the less-developed countries and $.4

billion on portfolio investments and interest on private loans. After

1973 interest on bank loans increased very rapidly, until in 1978 the

total of repatriated income from indirect investments plus interests

°n bank loans in the less-developed countries came to exceed re-

patriated income from direct investments ($7.6 billion for interest

and indirect income and $6.0 billion for repatriated income on

direct investment) (U.S. Department of Commerce 1979c). Total

repatriated income on investments in the less-developed countries

Counted to 5.9 percent of aftertax corporate profits in 1966 and

13.0 percent in 1978. This underlines the growing centrality of

f°reign investment in the less-developed countries for the total

Profits of the leading corporations.
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+ ont is immensely profitable for the transnational

*<*fZrT*1n"polity that the motive tehind

cor
porations it

fits Qn overseas operat,ons of U S.

perialism is loun"
,

in„eased in comparison to total corporate

Rations hav«
f^Xdd War II. In the 1975-78 period the

fe"££^^ icre^r^d
countries to domestic ™anufacturmI P

t ^ of increase

one halt times from 1.4 Percem
.
™ £ ^ ,d investments or

°

much more rapid tha that *01 tot* wo
^ ^

total
investments m the 1 ~p ^ les^eveloped

* 5h°Uld
in

6 ^19?0 74ler od was mostly caused by the windfall

countries in the 1970^4 l, ^ QpEC Qll prlce

profits acc™"S to *e petroleurn v ^ ^ .

increases m 1973 and 19/4. ine b
Md overseas continued

ing share of U.S. corporate profits to be generateo o

unabated through the 1970s.
subsidiaries in the

Only one form of^^m̂ ^JXT^noth« major
less-developed countries is from reporteu earning

mf "prof" for the—«^
and royalties they charge their subad aries

d ices .

companies for the use of their technology
,
«»en^a

£ees and
The'proportion of total profit, generated throng^^ such fee,

royalties charges has mcreased "J
0^' subsidiaries

such payments are treated as ^^^'^^Jtoincre^
in other countries. Reported profits plus fees ^a roy*.

from 10.9 percent - ^^^S^co^lta.
percent in the last part of the 19 /Us. in tne ie r

they increased from 6.1 percent to 8.7 percent In 1972^
the atu,

of foreign to domestic profits (before tax)}<*£V±£TZ* "or

was 21.9 percent, for those in manufacturing 19.J
^ P™!^

petroleum companies 167.7 percent (Musgrave 197S^^p. M^J*«»

national corporations in some manufacturing sector o ^ U

economy received an especially high proportion of heir profit
,

torn

their overseas operations. For example, one
J^^^mita

the ratio for firms in the metals industry was 61J^ percent
»d

nonelectrical machinery 45.0 percent (Newfarmer and Muller 19/

I
'a U.S. government survey of 298 ^V^rlTnet^Z

tjons in 1970 found that their rate of profit f^ss developed
divided by total assets) on their operations in the less a
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countries was 14.5 percent, compared to 4.7 percent domestically

(see Table 5.4). Another U.S. government study of U.S. manufactur-

er transnational corporations operating in Brazil and Mexico (which

together account for over half of all the U.S. investment in this

sector in the less-developed countries), found that in 1972 their

average rate of profit (broad profits over equity) was 15.3 percent

in Brazil and 16.2 percent in Mexico (Newfarmer and Muller 1973,

pp. 90, 140). In summary, it is clear that the overseas operations of

the transnational corporations tend to be considerably more profit-

able than their domestic operations.

Many analyists have come to the conclusion that the reported

rate of return on may investments in the less-developed countries

is artificially low. A study on Colombia showed that in the period

1960 to 1968 the official rate of return for transnational corporations

in manufacturing was 6.4 percent while nationally owned firms were
showing a much higher rate of profit (around 18 percent). Some
transnational corporation executives admit that their investments
in less-developed countries are considerably more profitable than
reported earnings figures suggest (Barnet and Muller 1974, p. 161).

An important mechanism that the transnational corporations
could use to repatriate profits to the parent corporation without
their being reported as either earnings on their subsidiaries' books or
as balance of payments income for the parent is "transfer pricing."
Because the managers of the transnational corporations have consid
erable discretion (in spite of regulatory legislation in most countries)
to set the prices one branch charges for the products of another,
they have considerable power to decide in which subsidiary's books
the profits will appear. The transnational are able to overcharge
subsidiaries for their imports from the parent corporation, while
undercharging the parent for its imports from the subsidiaries,
fhis could have the effect of making book profits artificially low in
e less-developed countries and artificially high in the advanced,
his might be done either to reduce the taxes on the subsidiary

Profits or to deflect local criticism against "unreasonable" profits,
hus undercutting political pressure for higher taxes, restrictions,

^

r even nationalization. It is not at all clear to what extent trans-
itional manufacturing companies in general used transfer pricing in
e 1970s to reduce book profits in the less-developed countries.
ere is in fact evidence that manufacturing transnational corpora-

ons in contrast to those in raw materials sometimes use transfer
cmg to transfer investment funds to the less-developed countries

'^Chapter 9).

jn
rho tremendous profits made by the transnational corporations
he raw materials sector (especially petroleum) in the less-develop-
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ed countries come mostly from their monopoly power in the world
market. The monopoly power of a few giant petroleum companies

in
collusion (since 1973 in collaboration with OPEC as well) results

in the transfer of considerable value from the major purchases

0f
petroleum to the countries in which the major transnational

corporations are based (in good part the United States).

The rapidly increasing profits made in the manufacturing sector

of the less-developed countries, on the other hand, come from the
utilization of extremely cheap labor, as well as from securing a
growing share of local markets, thus avoiding tariffs on exports by
producing locally.

Wage levels are considerably lower in Asia and Latin America
than in the United States. Disparities of around 10 times are typical.

For example, around 1970 the consumer-oriented electronics indus-
tries paid an average wage of 14c/ an hour in Taiwan while paying
$2.56 for the same work in the United States. The semiconductor
industry paid an average wage of 33c/an hour in Korea for work that
received $3.32 in the United States. The clothing industry paid an
average of 53** an hour to its Mexican workers for labor costing
$2.29 an hour in the United States (Barnct and Muller 1974, p. 127).
In 1977, when the average industrial wage was $5.67 in the United
States, it was $1.20 in Brazil (21 percent of the U.S.), $1.12 an hour
in Mexico (20 percent of the U.S.), 63c/ an hour in Hong Kong (11
percent of the U.S.), 75c/ an hour in South Korea (13 percent of the
U.S.), 76c/ an hour in Taiwan (13 percent of the U.S.), and 28c/ an
hour m the Philippines (5 percent that of the U.S.), as shown in
lable 5.5.

It is not only the very cheap wages but also the existence of a
njore compliant work force in many less-developed countries that
ctracts transnational corporate capital. In most less-developed

strife
•

countries autho"tarian regimes outlaw or greatly inhibit

tan
independent un ions, and other forms of working class resis-

mth\ +u
UCh regimes thus P^^de the transnational corporations

wi both a cheap and responsive labor force.

text]
S

' corporations involved in labor-intensive products such as

Plant
cIothin£> and electronic goods have been shifting their

* "is out of the United States to take advantage of labor conditions

tion/
C°

1

untnes of Latin America and East Asia. Some U.S. corpora-

them
a

i

electronic components in East Asia or Mexico then ship

Pfodu t
•

t0 UnitGd StateS f°r assemblv
-
Sometimes the entire

States t?

S manufactured overseas and then imported to the United

°f its

example, General Electric has shifted a large proportion

ftCA
P™duction overseas. Fairchild Camera, Texas Instruments,

> Admiral, Zenith, and Motorola have shifted large parts of their
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operations to Hong Kong. Timex and Bulova make many of thefc

watches in Taiwan (Barnet and Muller 1974, pp. 29, 30, 41, 306-7).

TABLE 5.5: Wages in Manufacturing: Selected Less-Developed
Countries, 1977

Average Wages/Hour As Percent of U.S. Wage

Brazil $1.20 21

Chile 55 10

Colombia .56 10

Guatemala .75 13

Honduras .75 13

Hong Kong .63 11

India .19 3

Kenya 56 10

Mexico 1.12 20

Nicaragua .81 14

Nigeria 29 5

Philippines .28 5

Singapore .67 12

South Korea .75 13

Taiwan .76 13

Thailand .42 7

Nntn: I n com parison for this period are the U.S. at $5.67, West Germany at $4.80.

Sweden at $6.82.

Source: Business International 1979a.
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TH E
CONCENTRATION OF

TRANSNATIONAL CORPORATE INVESTMENTS

The overseas investments of U.S. transnational corporations and

banks are heavily concentrated in the hands of a relatively small

handful of megacorporations, corporations which have both a tre-

mendous stake in influencing the foreign policy of the U.S. state and
tremendous resources for doing so. These relatively few giant

corporations exercise their tremendous power throughout the world

through their ability to monopolize raw materials distribution and
marketing, high technology, access to investment funds, research and
development facilities, experienced managerial and sales staff, and
brand identification. In 1957 just 45 firms controlled 57 percent of

all U.S. direct investments overseas. Fifteen petroleum companies
controlled 86 percent of all investments in petroleum and six mining
and smelting companies controlled 71 percent of total investment in

this sector. Profits were considerably more concentrated. Just 25
companies received 63 percent of all profits on foreign investments.
Nine companies received 97 percent of total petroleum earnings
and six companies received 78 percent of all earnings in mining and
smelting (see Table 5.6).

Similar levels of concentration were the case for other advanced
capitalist countries as well. For example, in 1962 only 49 British
firms accounted for 83 percent of all U.K. overseas investments in

manufacturing and petroleum combined (Brown 1974, p. 205).
There seems to have been little change in the concentration of

U.S. foreign investment between 1957 and 1972. In 1972 the largest
15 U.S. transnational corporations in manufacturing had 33 percent
of total U.S. direct investments, compared to 35 percent in 1957,
while the leading 39 had 47 percent compared to 53 percent in 1957.
Jn

Latin America, in 1972, the largest 15 U.S. transnational corpora-ls accounted for 43 percent of all U.S. direct investment in
manufacturing and the largest 50 for 69 percent (Newfarmer and
duller 1975, p. 43).

Another study showed that 187 transnational corporations
ccount for almost 80 percent of total U.S. private direct investment

ItT
8638 (U "S

'
DePartment of Commerce 1972b, Vol. 1, Pt. 2, p. 2).

^
has been estimated that in 1970 the income from overseas invest-

ments of just the top ten U.S. transnational corporations (heavily

all

P
fh
Sented by petroleum companies) accounted for 30 percent of

p ^^
toreiSn earnings of all U.S. corporations (Edwards et al. 1978,

the n
1976 37 percent of the largest 223 industrial corporations in

United States had a foreign content of over 25 percent. The 199



DYNAMIC OF IMPERIALISM / 141

st non-U.S. corporations had a similar foreign content. Foreign
larg

tent is defined as sales of foreign affilitates to third parties as a
con

tage of total consolidated sales (or in the absence of infor-

Per
t

C
-

on on sales, foreign net assets, or foreign employment as a

centage of total assets or employment-United Nations Economic

Social Council 1978, p. 213). The U.S. government study of

!5q8 leading transnational corporations' overseas activities in 1970

f Und that overseas assets were 29 percent of the domestic assets of

all
industrial corporations, 21 percent for manufacturing companies

and 51 percent for petroleum companies. The ratio of overseas to

domestic income and the number of overseas to domestic employees

was considerably higher than the asset ratio for all three sets of

companies. The ratio of net aftertax income obtained from overseas

operations to that obtained from domestic operations was .45 for all

corporations, .24 for manufacturing corporations, and .88 for

petroleum corporations. For operations in the less-developed coun-

tries only, the ratio of aftertax profits in Asia, Africa, and Latin

America to total domestic profits was .20 percent overall, .03 percent

for manufacturing corporations and .67 percent for petroleum

corporations (see Table 5.7). It can clearly be seen that the major

corporations have a tremendous stake in overseas investments.

Table 5.8 lists the 30 largest corporations in the world (one-half

of them based in the United States), showing the extent to which

each is transnational, i.e., is involved in foreign sales and investment.

In 1976 the world's largest industrial corporation, Exxon, had 54

percent of its total assets overseas. Its overseas sales accounted for

72 percent of its total sales. Comparable figures hold for all 13

petroleum corporations among the largest 30. It should be noted

that 7 of the 13 largest petroleum companies are based in the United

States, and two of the others, the Venezuelan and Iranian petroleum

companies, were in 1976 integrally linked to the U.S. petroleum

companies (see Table 5.8). These statistics indicate the tremendous

wealth and power of the transnational petroleum companies, as well

as the overwhelming importance of foreign activities in their profit

taking. Although the transnational petroleum companies are

generally the most deeply involved of all industrial corporations

overseas, most of the world's largest nonpetroleum corporations

are also very heavily involved in overseas economic activities. Forty-

five percent of the Ford Motor Company's profits were made overseas

ln 1976, as were 55 percent of IBM's, 37 percent of GE's, and 39

Percent of ITT's (see Table 5.8).

The major U.S. corporations' overseas involvement has been
raPidly growing. A study by Business International Corporation
of 125 corporations which accounted for about 40 percent of U.S.
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factoring investments overseas showed that the ratio of the

overseas investments of these companies to their fixed invest-

fiXi n he United States between 1960 and 1970 rose from 21

Lt to 41 Percent (Barnet and Mullet 1974, p. 259). The trans-

anal corporations are growing considerably more rapidly than

nat
tt S enterprises. In the 1960s the 298 leading transnational

other
f'ions studied by the U.S. government had an annual world-

CO
rra o gro^h ^employment of 5.3 percent. This cornpa.es

* L overall U.S. rate of increase in domestic employment of 2/7

t0
pnt In 1970 more than one-quarter of the employees of the

S utnsnational corporations were located outside the United

State (Barnet and Muller 1974, p. 260; Table 5.7 herein)

^
Overseas banking is considerably more concentra ed to invest-

n?Tn either manufacturing or raw materials. In 1975 just three

Ts bLks tL Bank of America, First National City and Chase

Manhattan had 61 percent of all overseas branches in the less;-deve -

o'Td countries and in 1974 52 percent of all overseas assets of all

U S banks. The nine banks with the greatest overseas investments

in 1974 accounted for 83 percent of the total overseas assets of all

banks (U.S., Congress, House 1976a, pp. 889-907).

The major U.S. banks are heavily and increasingly involved m

overseas activities. The nine U.S. banks most involved in overseas

investment had an average of 34 percent of their assets overseas in

1974. In general, the larger the bank, the higher the percentage of

its total assets that are overseas. It should be noted that nine of he

ten largest U.S. banks (in terms of total assets) are among the ten

U.S. banks with the greatest overseas investments. There is a virtual

correspondence between the larger banks' rankings on the domestic

assets and on overseas investments. The U.S. bank with the largest

overseas stake, First National City, had over half of its assets m

overseas branch banks in 1974, while the Bank of America Chase

Manhattan, and the Morgan Guarantee Trust Company each had 3b

Percent of their assets in overseas branch banks (see Table 5.9).

The transnational banks are considerably more reliant on profits

from their overseas activities (including interest on foreign loans

commissions, and other activities in addition to overseas branch

Profits) than the figures for branch assets indicated. Fifty percent

°f the total profits of the nine largest transnational banks were made

from their overseas activities in 1976. Foreign profits represented

0ver half the total profits for four of the largest five banks m the

U*ited States: First National City, the Morgan Guarantee Trust,

Chase Manhattan Bank, and Manufacturers Hanover Trust (see

T*ble 5.10) The largest U.S. banks are thus seen to have at least

as great a stake in U.S. imperial activities as that of the transnational

Petroleum companies.
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5 10- Ten Largest U.S.-Based Transnational Banks:

Share of Foreign Earnings in Total Earnings,

1970-76

Bank

Share of

Foreign Earnings

in 1970

(percentage)

Net

Earnings

in

1976

Annual Growth

Rate of

Foreign Earnings

1970-75

Citicorp
40.0 79 n

/ <i.U 33 2

Bankamerica Corp. 15.0 40.0 37.7

j p. Morgan and Co. 25.0 53.0 35.2

Manufacturers Hanover

Corporation 13.0 56.0
AO 7

Continental Illinois

Corporation 2 230 64.0

Chase Manhatten Corp. 22.0 78.0 26.9

First Chicago Corp. 2.0 17.0 97.0

Chemical New York Corp too 44.0 42.0

Security Pacific Corp. .4 7.0 112.0

Wells Fargo and Co. 9.0 12.0 21.5

Note: Ranked by consolidated net earnings in 1976.

Source: United Nations Economic and Social Council 1978. p. 218.

As can be seen from both Tables 5.9 and 5.10, the involvement

of the transnational megabanks in overseas activities has been increas-

ing rapidly. Foreign branch assets, as a percentage of the total

assets, of the largest nine transnational banks increased from 2b.U

Percent to 34.1 percent from 1971 to 1974. The average annual

growth rate of foreign earnings in the 1970-75 period for the ten

most profitable U.S. banks was 51 percent.

Although imperialism is not necessary to ensure the profitable

accumulation of capital in the advanced capitalist countries, it is

nevertheless extremely profitable for the mcgacorporations
especially

for the transnational banks and petroleum companies. These gianr

corporations and banks are able to transform their tremendous

domestic and international wealth into political power, turning me

state into an instrument that guarantees their profits.
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EXPORTS

In the past, the U.S. government would intervene, forcibly if

necessary, as it did in the mid-nineteenth century in both Japan and

China, to make the less-developed countries purchase goods from the

United States. Wide areas of the earth were made formal or informal

protectorates by the leading European countries, the United States

and Japan, in part to secure privileged access to export markets.

In the post-World War II world the principal mechanisms to ensure

export markets have become: first, foreign aid, aid which is almost
always tied to products produced by the transnational corporations;

second, preferential trade agreements and common markets; and
third, the maintenance of currency blocs.

After a long-term decline U.S. exports to the less-developed

countries both as a percentage of total U.S. GNP and as a percentage
of total exports rose significantly in the 1970s (concurrently with
the large increase in petroleum prices). In 1950 it was 1.5 percent
of GNP and in 1978 it was 2.5 percent (see Table 5.11). Markets
in the less-developed countries are increasingly important to U.S.

transnational corporations (see Table 5.11). U.S. transnational
corporations' exports to the less-developed countries are in fact

greater than the figures reported suggest. Many of the goods imported
by the less-developed countries are produced by subsidiaries of U.S.

transnational corporations located in other advanced capitalist

countries such as Great Britain and Canada. For example, in 1976
53 percent of Canada's and 20 percent of Great Britain's experts
were produced by subsidiaries of U.S. transnational corporations
(see Table 15.7).

TABLE 5.11: U.S. Exports to the Less-Developed Countries

As Percentage of U.S.

GNP
As Percentage of A[[

U.S. Exports

1950 1.5 . 42.4

1955 1.5 38.8

1960 1.4 34.7

1965 1.3 32.8

1970 1.3 30.1

1975 2.6 36.4

1978 2.5 36.8

Sources: U.S. Department of Commerce 1975a, pp. 224, 903; 1979a, pp. 435, 862.
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The trend observable for U.S. exports to the less-developed
countries reflects the general trend for all trade between the advanced
capitalist and less-developed countries (see Table 5.12). Overall,

the percentage of all exports of the advanced countries that went to
the less-developed countries shrank through the 1950s and 1960s
but increased considerably after 1972 (with the rapid increase in'

OPEC petroleum prices), as shown in Table 5.12.
The percentage of all manufactured goods exports of the devel-

oped capitalist countries that went to the less-developed countries
increased from 20.5 percent in 1970 to 25.8 percent in 1976. This is

a considerably higher proportion than for any other sector. Manu-
factured goods represented 65.9 percent of all exports to the less-
developed countries in 1955 and 76.0 percent in 1976. It is the
manufacturing corporations in the advanced countries that have the
greatest stake in the export trade with the less-developed countries.

Although not quite to the same extent as foreign investment
the metropolitan export trade is heavily concentrated in the hands
of a relatively few giant corporations. In 1970 U.S. transnationals
accounted for about 70 percent of all U.S. exports (Barnet and
Muller 1974, p. 260). Again, it is the largest transnationals, those
with the greatest economic and political power, that obtain the bulk
of the profits from exporting goods to the less-developed countries,
and who, thus, have the greatest stake in imperialism. Foreign'
aid creates a considerable export market for U.S. heavy industry (as
well as agriculture). Virtually all U.S. aid is "tied" to purchases in
the United States, i.e., it takes the form of the export of goods from
g.S. corporations to the recipients in the less-developed countries.
I his means that foreign aid acts like an export subsidy for the U.S.
corporations that receive prompt payment in dollars from the U.S.
treasury for their exports. There is an important secondary effect« the financing of initial U.S. exports into a country since once
^•-manufactured goods have been placed, a permanent market
A°r replacement parts and further exports of the same kind develops

ex TG °PEC 0iI increases of 1973
>
ab°ut 20 percent of U.S.

Ports to the less-developed countries have been financed through

half°m c
"S

*
assistance Programs; before 1973 it had been around

^ (U.S. Department of Commerce 1979a, pp. 853, 862) US
reign assistance has played an especially important role in certain

of r,

1

. !
trieS

'
F°r examPle '

in 1965 30 percent of all U.S. exports

fertir
transP°rtation equipment, 30 percent of U.S. exports of

duo*
a
?
d 24 percent of the exP°rts of ^on and steel mill pro-

^ were financed by foreign aid (Magdoff 1969, p. 130).

conr f

benefits of the U.S. foreign assistance program are highly
centrated in a few corporations. For example, in 1972 and 1973



c
3
O
O
o
0)

a
o
"3

i
9
tn

v>

01

c
3
o
O
*»
<n

TO

a
(0

O
o
a>

u
c
(0
>

<

r
oa
x
LU

o
O
"G
0)

Q_
O

o
S

Is:

£ °

5 g

2> co

CO GO
-C Q.
CO 3

2°
c
<b
o

OO

C\i

CM

O
do

o

o
§

o

o

CO

CJ)

00

oci

p
CM

O
d

in

c\i

o
o

"3-

d

CM

I
co «2

5 £
o CO

O)
<

00

CO CM

CO

o
CO

oo

DO

CO

co

o
co

"S

E
T3
C
co

o

O

iri

CD

o
o
o

DYNAMIC OF IMPERIALISM /
151

, ne Vvnort-Import Bank were to

i of all the loans of the U.S. ^P°™
0 ent went to

JS£ ^portion * tot. U
tL

eXpr
s ,e panv

a^^^Tn n tTonal"corporations
to the*

W"ff exports were from U.S. t"ns™
jntercompany shipments

a»
°'S -

tibsidiaries (88 percent of such m
ntracorporat.on

o^tf *e parent companies' own product^
sector ^

are more important in th
of aU u.S .

exports

commerce 1975b -

^siderably higher~^J^ZV&
Runted for over 70 percen^

,

of™
were made to the,

Jas investments in anpenah m. ^^Barie. are equipment and

transnational export, t.0
.

4^ ^ntial for operation of overseas

semiprocessed materials that are essen
investments.

affiliates. Exports, in good ^»™°*£mc7oi foreign investment

Further confirming the cent'™™
e fact that the foreign sales

compared to exports in impe
countries are greater than

of U.S. subsidiaries in the l*^"*™^
subsidiary sales in the

US. exports to these country In 19 ^ y g exports to

less-developed countries were 2.2 times
' £ were 2.0 times

them. In 1967 subsidiary sales '"^""^1976 the overall ratio
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have risen more

the lis. transnational petroleum "^"J^^ ^
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In 1966, 59.6 percent and 19™
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P
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rather than exports. In the manufacture



152 / THE LOGIC OF IMPERIALISM

were 91.6 percent and 90.6 percent respectively. In 1966 only jq.q

percent and in 1976 only 9.7 percent of the total sales of all U.S.

subsidiaries were exports back to the United States. For manufactu
t]

ing the figures were 3.1 percent and 3.5 percent respectively
(See

Table 5.13). U.S. investments in manufacturing industries in the

less-developed countries are clearly oriented to local markets, not to

supplying U.S. or other advanced capitalist markets. The sales 0f

U.S. transnational corporations in petroleum are oriented to "third

countries." Profits in this sector are made mostly from providing

the petroleum of the less-developed countries to Japan and Western

Europe.

The evidence presented in this section demonstrates both that

the export of manufactured goods is a source of considerable profit

for the transnational corporations and that overseas investment is

considerably more important than the export of goods as a source

of profit. There are a number of advantages to exporting productive

capital rather than the industrial goods produced within the advanced

capitalist countries. These include: the lower wage and construction

costs in the less-developed countries; the incentives, such as tax

holidays, offered by many less-developed states; lesser transportation

costs of shipping goods from their point of manufacture to buyers

outside the metropolitan countries; the ability to slip under the

tariff and other import barriers of the less-developed countries; and

avoiding the problem of having to purchase the imports of the

countries to which metropolitan exports are sent so that they can

acquire metropolitan currency with which to purchase metropolitan

exports (this is crucial in the argument of those who argue that a

balance of trade surplus or the export of capital is necessary to avoid

underconsumption and consequent economic stagnation in the

advanced countries). It is clear that foreign investment is more

important than the export of goods for the profit making of the

transnational corporations in the less-developed countries.

THE IMPORT OF RAW MATERIALS

Some who reject both the argument that imperialism is a neces-

sary condition for the continuation of the capital accumulation

process and that it is motivated primarily by the pursuit of high

profits by the transnational corporations argue instead that imperial-

ism is indispensable in order to obtain the raw materials which are

required by the technologically advanced economies of the metro-

politan countries.
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u fK»r Dean has made one of the most straightforward

t ft statements of this position. Rejecting the argument. 1
mportant

Luxemburg, she argues that mtens.ve processes

HtS°n,
the metropolitan countries are fully adequate to allow the

3SS c umumtL process to proceed and thus that the root eause

ofTmpcrialism is the drive to obtain raw material..

the development of capitalist economies has shown an almost

Umitiess capacity for internal expansion. Legalized umons, welfare,

tead one to suspect that the last cataclysmic convuls.on of cap.tahsm

States has gained and maintained control of the third worio l

1971, p- 140).

Gabriel Kolko (1969) and Harry Magdoff (1969) have made similar

arguments. According to Magdoff:

The economic control, and hence the political control when dealing

wUh foreign sources of raw material supplies, is of paramount impor

effective safety factor in protecting the larg<
,

mjestm nt in th man

faclure and distribution of the final product (Magdoff 1969, p. 190,.

Like the arguments about the relationship *^^*J£S
and exports, arguments about the role of importdw^

rf

from the peripheral countries can be made either w^ dele

the position that imperialism is a necessary condition for
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ltaUsm or that ^^j^jXlloZ^
^ce o£ ^f^intain the first ^« ource ot rawmate-
1

utahst";,
10

other way to obtain a
and the

COU
'orice"hat

would
f»£* tWlough the imperial

Sals
at a P

nrocess to contmue other xn
{ the second,

ri«
htf 1 taportantly the^^™£eP

source of raw materials,

and »ore .""P
tbemselves a cheap and secure so

, their source

» g"«^e

5

e
to guarantee raw ^terml supP

I te

-(-
The concentration of economic power rn^al ^ f ^

TinUin this concentrated^JoJ
art o ^ ^ afW

.or/d scafe. This has^^^^ era of modern imperialism-

ment in the extractive™*^* d̂wiSt especially minerals,

not only in oil but in a^Z j^Zncy of the United State, on

The issue, therefore,^ Qt moao^y^^f^
foreign mineral supplies, but th 1970, p. 28).

"monopolies" on the control of these pf

The position that the^^^£S^^^
a necessary condition for the^t™™^ P

would have to demon-

accumulation in the metropolitan countne
nec

strate: first, that the only source of ^cond '
that ?S

raw materials is the^^LZ^ in the metropolitan

are no, more expensive .
•ub.btatt. a ^ come from

countries, and thus that it » ^ b a motlvc for the

the less-developed countries; thud ' ha
mettopolitan

countries

less-developed countries to not supply
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with their essential and unsubstitutable raw materials at a priCg
which would allow profitable capital accumulation to continue

\n
the metropolis; and fourth, that the solidarity necessary among the
politically highly diverse less-developed countries to run an effective

and long-term boycott could be maintained. The position that the
control of raw materials at their source is merely highly profitable
for the transnational corporations, on the other hand, need only
demonstrate that imperialism results in considerably greater profits
for the raw-materials-extracting corporations than would otherwise
be the case.

Magdoff, like others who focus on the raw materials argument
tends to: overemphasize the importance of the peripheral countries

as sources of supply for raw materials; confuses the reality of raw
materials imports from these countries with the question of whether
such imports are the only way to obtain such materials, or are

merely the cheapest; neglects the possibilities of the development of
substitute materials that would be more expensive but would never-

theless perform the functions of materials available only from
peripheral countries; falsely suggests that the peripheral countries
have an interest in stopping the flow of crucial raw materials to the
metropolitan countries, while in fact they merely have an interest

in increasing their price; and neglects the fact that effective long-

term boycotts require more or less complete adherence, under great

pressure, on the part of a large number of nations, some of which are

socialist, others progressive noncapitalist, and some capitalist, nations
which are at different economic levels, have different needs and
interests, are differentially under the influence of different metro-
politan powers, and have great antagonisms among themselves.

There has been a sharp increase in both the percentage of total

U.S. imports that are from the less-developed countries, and the

ratio of imports from the less-developed countries to the U.S. GNP
(mostly due to the increased reliance on more expensive petroleum).
However, imports from the less-developed countries in 1978
amounted to less than 3.4 percent of the U.S. GNP (see Table 5.14).

The United States is the most self-sufficient of all the world's capital-

ist countries. Most of the raw material inputs (agricultural and

mineral) necessary for its economy are generated within the United

States. Further, the majority of its raw materials imports are secured

from other developed capitalist countries. Forty-three percent of

all U.S. raw materials imports are from the less-developed capitalist

countries (see Table 5.15).

In 1978 two-thirds of all food and animal imports to the United

States originated in the less-developed nonsocialist countries (inclu-

ding 81 percent of vegetable and fruit imports). Eighty-four percent
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TABLE 5.1 4: U.S. Imports from the Less-Developed Countries

As a Percentage of All As a Percentage of the

U.S. Imports U.S. GNP

50

41

33

26

41

41

1.43

1.19

1.05

1.06

2.57

3.38

Sources: U.S. Department of Commerce 1974b, Table 1326; 1975a, Series U335-52
Tables 714, 1511.

of all mineral fuel imports (including 90 percent of petroleum
imports) were from these same countries. On the other hand, only
29 percent of crude mineral imports (excluding fuels) were imported
from the less-developed countries (including 34 percent of nonmetalic
minerals and 44 percent of base metals). However, 54 percent of
imported nonferrous metals were from the less-developed countries.
Almost one-half of all U.S. imports from the less-developed countries
were mineral fuels (virtually entirely petroleum). Foods and animals
amounted to 12 percent of total U.S. imports from the less-developed
countries. Crude minerals (excluding fuels) accounted for less
than 4 percent of the total value of all U.S. imports from the less-
developed countries (see Table 5.15).

In 1970 imports from the less-developed countries accounted for
18 percent of the total imports of the developed capitalist countries,
but in 1976 they accounted for 27 percent. Dependence on these
countries as a source of fuel has continually increased. In 1955 57
Percent of all their fuel imports and in 1976 75 percent were from
.

he less-developed countries. In 1976 fully 62 percent of all the
^ports of the developed countries from the less developed were
uels (mostly petroleum), while in 1955 fuels represented only 21
Percent of total imports. Meanwhile, food declined from 40 percent

total imports from the less-developed countries in 1955 to only

of th

rCent
*" 19?6

'
ln 1976 °nly 30 Percent of total food imports

com
develoPed countries were from the less-developed countries,

.^Pared to 46 percent in 1955 (see Table 5.16). Reliance on

eco
°rtS fr°m th° less'devel°Pcd countries for the developed capitalist
nomies as a whole shows a pattern similar to that of U.S. imports
such countries.
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The minerals listed in Table 5.17 include all those stockpiled

the U.S. government in 1978 plus those listed in the summary

tables of the 1976 edition of the Minerals Yearbook of the U.S.

Bureau of Mines for world and U.S. raw materials production and

for U.S. imports of major minerals. Of these 52 minerals the U.S.

imports at least half of its consumption for 25 and at least one-third

for a total of 29. However, of these 52 minerals the U.S. imports at

least half of its consumption from the less-developed nonsocialist

countries for only 13 and at least one-third for a total of only 16.

The 13 minerals on which the United States is dependent on imports

from the less-developed countries for at least half of its consumption

are bauxite, beryllium, bismuth, chromium, cobalt, columbium,

feldspar, graphite, manganese, mica, strontium, tantalum, and tin.

The additional three that account for between one-third and one-half

of U.S. consumption are: antimony, petroleum, and platinum. It

should also be noted that the United States is totally self-sufficient

in 10 of the 52 minerals and relies on imports from the less-developed

countries for less than 10 percent of total consumption for 25, half

of the total. Thus, it can be seen that the United States produces
domestically the bulk of the raw materials its economy uses and
that it secures most of the remainder from elsewhere than the less-

developed nonsocialist countries. Nevertheless, for a set of crucial

materials, imports from the less-developed countries are the primary
source for the U.S. economy.

For the 16 materials for which the United States relied on the
less-developed countries for at least one-third of its consumption in

1978, it significantly increased its dependence on this source of
supply for eleven between 1965 and 1978: bauxite, bismuth, cobalt,
graphite, platinum, mica, tin, petroleum, columbium, strontium,
and tantalum; while it significantly decreased its reliance for three:
antimony, beryllium, and manganese (see U.S. Bureau of Mines 1965;
A able 5.17 herein).

While the aggregate value of mineral imports other than petro-
eum is small and the percentage of minerals imported from the
ess-developed countries not overwhelming, it might very well be
Sued that the United States and other developed capitalist eco-

^niies may be dependent on rather small amounts of key metals
d nonmetalic minerals for the most part only available in Asia,
lca, and Latin America, and thus that imperialism is indispensable

can°
rder to obtain materials qualitatively necessary for technologi-

UV advanced industry.

c
^Ucn of the U.S. import of raw materials from the less-developed

^ ntries does not occur because potential supplies do not exist
ewhere but because much richer deposits of the imported minerals
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•

f in these areas than in the United States or in the other advanced
B*lS

*talist
countries ; that is, much raw material import occurs because

C&^
1

more profitable to import than to mine or recycle in the United

!+es For example, cobalt is readily available domestically (as well
Sta

in
offshore manganese nodules) but only in deposits that would

3S

sently be more costly to utilize than importing. Nickle and

fngsten, readily available outside of the less-developed countries,

ajso serve as well as cobalt for many alloying purposes. The effects

0f these two situations mean that a 10 percent price rise by the

suppliers of cobalt would result in a 17 percent reduction in sales

within a three- to five-year period, and thus that the possibilities

of the less-developed countries significantly increasing the price

of cobalt would backfire (Rose 1976, p. 150).

Unlike cobalt, there are no feasible substitutes for manganese

in alloying and desulfurizing in the production of high-grade steel

(except materials that are far costlier and not nearly as desirable),

owever, Australia and the ocean bottom (as well as the Soviet

'on and China) have large manganese reserves. Further, there

immense low-grade manganese deposits in Arizona, Arkansas,

Maine, and Minnesota, which, if the world price got high enough,
or if external supplies were cut off, could be utilized.

Ferronickel, the cheapest and most readily available satisfactory

substitute outside of the less-developed countries for chromium
in the production of stainless steel costs 3.5 to 4.0 times as much.
If supplies of chromium were to be cut off, or if the price of chro-
mium were to rise more than 3.5 to 4.0 times, ferronickel would be
substituted for imports from the less-developed countries.

There are immense bauxite reserves in the United States. Domes-
tic reserves of alumina- bearing clays are adequate for 10,000 years
at current rates of consumption. An increase of 60 percent in the
world price would make domestic production profitable (Rose

If the cost of petroleum rises high enough (or if foreign supplies
were cut off) it would become commercially feasible to convert the
^ftiense U.S. deposits of oil shale and coal into petroleum products,

well as to increasingly convert to the direct use of coal, wood
c°nol, and otner forms of energy.

Sta/
n SUm

'
neitner quantitatively nor qualitatively does the United

es appear to depend so heavily on raw materials imports from
s-developed countries as to justify claims of the indispensability

UI
^perialism.

on ^lie^ Cockade of Germany in both world wars was premised

su *j

ne assumption that cutting Germany off from raw material
PPlies would lead to the destruction of its military capacity. This
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t on proved wrong in both cases. The Germans were able to

assiimP 1

adequate? although sometimes expensive and inefficient,

devel°P ^ ^ ^ purposes neCessary to maintain their fighting

substiW ^ keep German industry rolling at full capacity. The
:nachm

! base available to the United States, even if it were cut off

reS0UrC
il the rest of the world except Canada, is significantly greater

fr°m
that available to the Germans in either war. This together with

than
ore efficient and resourceful technologies presently available

the ™
united States would seem to more than counterbalance the

^creased demand for a few esoteric metals required by the more

^nhisticated technologies of the 1970s.

It would seem to be demagogic to argue, with the apologists for

rialism, that there is a real likelihood of all the less-developed

countries banning together in order to indefinitely cut off the supply

of raw materials to the advanced capitalist Countries. The less-

developed countries are for the most part more dependent on the

industrial exports of the advanced countries than the advanced

countries are on their raw materials. The preservation of the priv-

ileges of the local propertied groups and/or the prosperity and

economic order of the less-developed countries is thoroughly depen-

dent on the continuation of raw materials exports. What the less-

developed countries (whether socialist, capitalist or otherwise) are

interested in, is not in cutting off the supply of raw materials (which

would destroy their own economies), but rather in securing signifi-

cantly better terms of trade for themselves. Even if the average cost

of petroleum and mineral imports from the less-developed countries

to the United States increased by a factor of 5 times over their

1978 prices-hardly likely because alternatives are developed when

the cost becomes too high—such imports would represent only

about 8 percent of the GDP of the United States.

Even if a majority of the less-developed countries tried to band

together to cut off raw materials exports it is most unlikely that

^ey could long maintain a solid front given the tremendous political

diversity in their regimes and the tremendous domestic pressures

that would develop to break ranks and make extraordinary profits

(as the OPEC oil boycott of the 1970s showed). It should also be
n°ted that historically it has been the advanced capitalist countries

that have been able to effect disciplined boycotts against the poorer

countries, far more than the reverse, e.g., the boycotts of the Soviet

Union in the 1920s, China by the United States in the 1950s and

f

96°s, Iran in 1953-54, and Cuba by the United States after 1960.
n all these cases it was the industrially backward countries that,

because they were hurt more by suspensions of trade, sought the
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wriest to normalize trade relations. In summary, the argumeJ
tot raw materials imports require imperialism cannot bo ,, !)sl^
Awhile it is not true that the drive to secure otherwise unobt%
able raw materials is the motive force behind imperialism, it is

that tremendous profits are made by the transnationa corporation,

which control so much of international raw mater als supply m
distribution. Even now that the major sources of raw materia),

such as petroleum and copper are formally nationalized, the raajot

^national corporations still do the bulk of exploration worko,

contract to produce the oil and provide managerial and technology

expertise and high technology equipment to the nationalized com .

nSies at a healthy profit, dominate refining and processing andK control world distribution and sales. Their profits, far from

suffering from nationalization, have in fact increased

Thar it is transnational corporate profit maximization and not

the necessity for U.S. industry to secure raw materials which is the

dynamicbehind imperialism is born witness to by the fact that urn I

the ^d-1970s very little Middle Eastern petroleum was imported

intone Un ted States, even though U.S. transnational corporations

had conteoUed the pe roleum consortiums in the area for a genera-

ELdS this time, U.S. transnational corporations tooK the o

out of the ground and sold it to Europe and Japan (as we asto to

less-developed countries) making tremendous prof.te, which
,

theyj

good measure repatriated to the United States. Pettoleum^wasuaj
|

as a mechanism to transfer wealth from Japan and Europe * t

U.S. petroleum companies. The same was true of U.S. ~opp

companies in Chile that sold most of their exports to Western turop

and
falT76 U.S. petroleum companies in the less-developed^counttj-

exported only 12 percent of their production to the United Stat*

while exporting 63 percent to third countries U.S. P«»j
Tompanie" in the Middle East exported less than 7J^'^
output to the United States while selling 82 percent * ttadjoj

tries The pattern in 1976 was little different from ten **»»*J
fn 1967 the'u.S. petroleum companies in the les«^ped ~
sold 8 percent of their total production to ^Jtotod^glJ^
cent of their Near East production) and sold 46 percent (82 pe

rom the Near East) to third countries. The subsidies

mining companies in the less-developed coemtrres in 1976 exp
g

.

only 30 percent of their production to the United States

Mother 30 percent to third countries ,40 percent^was sold don,^

caUy in the countries where the mines are located). The perc
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. j tn the United States declined from
production ^.^"uW^T^WS).

°f Cent to 30 percen Wiance on the Persian

35P
M-h rXleTm ButTm'tmendous profit, are made by

Gulf area;°l^!
e

m
Um

r;„tion S that continue tcontinue to dominate the

r.b^d P**f
U™ ^regl ^ the ^ited States is not in fact

U;Ceum ^u
fi

m
De Xum imports from the Gulf. In 1977 no

iaUy
reliant on Pe™" m

P
Qre than 18 percent of its petto-

tto 'unSrstatos

0

"only one, the United Arab Emirates,

^ ^anlO^en '^'Ar;bia, the principal supply

^P^^r^U^^s Stver
1

to

Irofeum to the United States

^
The^™^

to 1977: Algeria

^cent of the petroleum exports o
t

r ^ ^ Umted

onesia, Libya, Nigeria »d Venezueta t ^^
ft. took between 28

su
P
ppli f U.S. petroleum

l^vere
7

nCde, -
sss» iv^)s Departraent of commerce

l979a, p. 606; United Nation
involved in raw materials

Transnational corporations are^centr y materials

exploitation and distention. not m ord to ^^
for their home country s mdustrles but i

{ profitable)

from securing access to relatively cheap o> at east.1
g y ^

raw materials. They care litt e which °u%he Roleum
highest bidder, in order to make . » P/° ^ ^ by the

companies among the 298 transnational c°rP t̂,ons

fit of 23 .5

U.S
P
govemment in ^.^n

^*^2^^S comp«ed
percent on their operations in the lessacvelop

. . showed a rate

to a domestic rate of 5.8 percent. Mining ™™f™™°~nt (see

of 10.3 percent compared to a *°m^f0°^^Llw
Table 5.4). A 1975 study for the Senate Comm "ee on b

Relation, 'found that the ratio of foreign o domest,

tax) in the petroleum industry was 167.7 percent (i &

P. 16). The rate of profit on the direct ^tmeirt,

of all U. P

leum companies in the less-developed countries^ from 1960 to

averaged around 25 percent a year, while the rate of Proftt o

mining investments averaged around 18 percent for the«Wg
in the 1970s the officially reported rate of profit on U.S. petro

e

investments in the less-developed countries «'^ ° | ^
a year. In the 1975-78 period, the official rate

i

of .P™*1' ™
was

*** investment in petroleum in the ess-developed country

96 percent. However, the rate of profit on investments in m
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declined to an average of about 12 percent in the 1970-78 perj

(U.S. Department of Commerce 1980a). These overseas rates

profit for the petroleum and mining corporations should be compar^
with the domestic rates of profit for the 500 largest corporation

in the United States, which in 1965 was 8.0 percent, in 1975 5 -7

percent, and in 1977 6.5 percent (U.S. Department of Commerce
1978c, p. 573).

Transnational corporations make tremendous profits from the

distribution of raw materials of the less-developed countries. These

corporations handle the bulk of the petroleum and mineral exports

of the less-developed countries to the advanced. For example

in 1974 37 percent of all U.S. imports from the less-developed

countries were sales by majority-owned foreign affiliates of just

U.S.-based companies (including 40 percent of all imports from Asia

and Africa) (United Nations Economic and Social Council 1978,

p. 220).

In summary, it is clear that the involvement of the petroleum

and mineral transnational corporations in the less-developed coun-

tries is oriented to making megaprofits, not to supplying the U.S.

economy with the inputs of a technologically advanced economy

which could be obtained in no other way than through imperialism.

It is profit making, not the requisites of technology, that drives

U.S. imperialism.

MILITARY SPENDING AND IMPERIALISM

Another important motive force behind imperialism is the

tremendous profit made by the giant corporations from sales of

military equipment (primarily but not exclusively to their own

governments). In order to maintain high levels of government

spending on military hardware, and the consequent high profits

that result (and avoid the spread of the "tax revolt" to highly pro-

fitable military sales) it is necessary to maintain the ideological

hegemony of militarism. Most people must be persuaded and remain

convinced that a huge military is necessary. This occurs in par

through a massive multimedia campaign of persuasion about thf

"Soviet threat" (supplemented until recently, by the "Yellow Peril' )•

or other threats to "our interests," such as the attempts of variouS

nationalist regimes in the less-developed countries to national^

transnational corporations or otherwise impinge on U.S. corP°r
^q

interests, e.g., in Guatemala in 1954, and Iran in 1953 and 19

Militarist ideology is also maintained by occasional actual mihta*'
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•

nS such as those in Korea, Vietnam, and the Dominican Republic

t made the "need" for a strong military credible. When a strong

^TtarV exists, it must be justified by its occasional use (or at least
ml

at of its use), which almost always is in the interest of the very

snational corporations who profit so greatly from equipping

military. The interest of the giant corporations in heavy military

nditures jg a major contributing cause of imperialism that acts

independently of any direct economic stake transnational firms

have in economically dominating and exploiting the less-developed

countries.

Military contracts are exceptionally profitable for the corpora-

tions. The U.S. Defense Department provides much of the working

and fixed capital for the major contractors, and subsidizes the costs

of research and development. "Cost-plus" contracts that virtually

guarantee corporations against any losses are standard. Cost overruns

are the norm. It has been estimated that actual costs average 320

percent of initial estimates (Edwards et al. 1978, p. 412). The
cost-plus procedure encourages inefficiency and padded costs. Each

contractor does what it can to charge the costs of as much as possible

of its operations to the Department of Defense (DOD) no matter
how marginally related or unnecessary for fulfilling a given contract.

Since profits are generally a fixed percentage of actual costs, the

greater the cost overrun the higher the profits. It is standard practice

for the prime contractor of major weapons systems to subcontract
out many of the major component parts, and in turn often for
the subcontractors to sub-subcontract. The profits of each subcon-
tractor become part of the costs of the contractor. Thus the actual
profit made from a contract is typically considerably higher than the
cost-plus profit at the final stage. In general, the lucrative real and
guaranteed profits of military contracting are a considerable force
behind a large segment of U.S. industry's economic interest in

Imperialism. It has been estimated that in the 1960s approximately
0 Percent of the profits of the largest U.S. corporations came from

either military contracts or overseas investments (Brown 1974,
P- 218).

Just the top five military contractors accounted for a total of
percent of all DOD contracts, the top 25 for 47.3 percent, and
top 100 for 67.7 percent (U.S. Department of Defense 1977a).

,° lts from military contracting are concentrated in the hands of a
atively few corporate giants. These politically powerful firms

^
Us have a special interest in imperialism. Of the 25 top Defense
ePartment contractors in 1977, 18 were on the Fortune list of the
p 100 industrial corporations in the United States (see Table 5.18).
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In general, there is a high degree of overlap between the largest U.S

corporations and the leading military contractors. Military
Sales

account for an important proportion of the profits of many of the

largest U.S. corporations. Many of the same megacorporati
0ns

with a stake in trade or investment in the less-developed countries

also have a stake in military contracting.

Military contractors are concentrated in certain key sectors 0f

the economy. Of the top 100 Defense Department contractors f0t

1977 18 percent were electronics companies, 15 percent petroleum

companies, 15 percent aircraft companies, 12 percent missile com-

panies (U.S. Department of Defense 1977a). In 1977 58 percent of

all shipments of all transportation-equipment-producing companies

in the United States were to the U.S. federal government -mostly

for the Department of Defense (U.S. Department of Commerce

1979a, p. 372). These corporations then have a special interest

in militarist policies.

In 1966 corporate sales to the U.S. military (Defense Department

expenses for "procurement") totaled $38.2 billion or 3.7 percent

of all U.S. sales. Military procurement as a percentage of total

U.S. sales declined through the 1970s to only 1.9 percent of total

sales in 1976, half of its earlier total. Meanwhile, total subsidiary

sales of U.S. transnational corporations in the less-developed coun-

tries increased from $23.5 billion (2.2 percent of total U.S. sales)

to $164 billion in 1976 (6.8 percent of total U.S. sales) while U.S.

exports to the less-developed countries grew from $10 to $40 oillion

(and from 1.0 percent to 1.7 percent of U.S. sales), as shown in

Table 5.19.

Through the 1970s the role of bank loans to the less-devdoped

countries has increased considerably. The net annual increase a

such loans grew from $800 million in 1971 to $16.7 billion in 197b.

In 1976 the net increase in private bank loans represented approx-

imately half of all the sales of U.S. manufacturing subsidiaries
|

the less-developed countries and one-third of total sales to the U- •

military. .. a

In the ten-year period 1966-76 sales to the military decline

considerably, from a position as important as foreign sales P

exports to the less-developed countries combined to being ab
^

one-fourth as important as just subsidiary sales in the less-develop

countries alone. The sources of profit making of the transnatio

corporations have shifted away from military contracting^
subsidiary sales (primarily of raw materials but also of locally P

duced manufactured goods) and to a lesser degree exports ^mte
on bank loans. Nevertheless, sales to the U.S. military in 197b w
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far than total U.S. exports to the less-developed countries.

stiU Continued to be responsible for considerable profits for many

largest U.S. corporations.

SUMMARY

this chapter it has been shown how tremendously profitable

•

lism is for the giant megacorporations and banks that dom-

the US economy and state. The corporations dominate
ma
iiLv sales to the Pentagon, U.S. exports to the less-developed

Mrls the world trade in raw materials (especially petroleum),
CT U S ' direct investments in, and loans to, the less-developed

untries While all the means of profiting from imperialism are

important, overseas investment has clearly become the most impor-

tant source of profit in the 1970s, far surpassing exports and military

sales in importance. Especially profitable has been investment in

raw materials (above all in petroleum) and to a lesser degree the

interest from rapidly expanding bank loans and the profits from

growing manufacturing investments. The profits from imperialism

grew considerably in relation to domestic profits through the 1970s,

led by the rapidly growing profits from direct investments. Lenin

was right that the export of capital is the primary motive force of

imperialism. Imperialism is not a policy.

As profitable as imperialism is for the transnational corporations,

it is not essential for the continuation of the capital accumulation

process. Investment in the less-developed countries results in more

funds being repatriated to the United States than are newly invested.

Thus imperialism does not serve as an outlet for capital that cannot

find a profitable investment in the advanced countries. Further,

total new investment in the less-developed countries amounts to only

a tiny portion of total domestic investment. Likewise, the balance

of trade with the less-developed countries since 1973 has been nega-

tive (with total exports to them representing a small part of the

total U.S. output). In summary, it is clear that Lenin's view on

the continuation of the capital accumulation process was wrong,

imperialism is not a necessary condition for the continuation of the

capital accumulation process. Although capitalism inherently

generates imperialism (i.e., imperialism is not a policy), capitalism

ir> the advanced countries could be profitable without imperialism.



6
THE STATE AND

MILITARY INTERVENTION

This chapter examines the centrality of the state in the advanced

capitalist countries to imperialism. The various functions performed

by the state for the transnational corporations are outlined, and the

"instrumentalist" and "structuralist" mechanisms by which the

needs of the transnational corporations are transmitted to the state

are treated. The contradictory interests of different segments of

the transnational corporations as well as the contradictions among
the state functions as they affect capital export are examined. The
latter half of the chapter surveys the various forms of military

intervention used by the imperialist states in an attempt to ensure

the interests of the transnational corporations in the less-developed
c°untries. Before World War II the imperialist states largely guaran-

teed the interests of their propertied classes by military conquest,

Jjkect colonization, and periodic military interventions. Since

World War II mechanisms of imperial domination have become
j^ore sophisticated. Military force is now exercised mostly by proxy
through friendly "subimperialist" states supported by the advanced

^

aPitalist countries and through the local armed forces of the less-

^eveloped countries, which are supplied, advised, trained, and

by the advanced capitalist countries.

177
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THE IMPERIAL FUNCTIONS OF THE STATE*

The economic imperialism of the transnational corporations
c

onlv reahzed with the support of the states of the advanced coUn .

32 The military, ideological, and economic power
-

of the ^
states is an essential condition for the maintenance of the «onomi(,

dommation and exploitation of the less-developed countries. pot

^Treason, talk of multinational corporations transcending state,

and Sing independent of their base state is nonsense. Regard^

ofthe Proportion of its profits coming from overseas, each tran,

national corporation must be able to count on the support of , I

powerM state apparatus to provide foreign aid, diplomatic pressure,!

mibtarv support (direct and indirect), and so forth to secure and

SvanYe ts economic interests. The capitalist state supports the

fmperialist activities of its transnational corporations in order M
Chance "business confidence" and hence capita^ accumulation as I

well as legitimacy within the core countries themselves.

The imperialist state acts to protect aid gain export markets

through teade treaties, pressuring countries to accept U.S. exports

on fatorabb terms (what once was called the "open-door policy*

and fundteg U.S. exports through foreign assistance (*PPr°—

half of ul exports to the less-developed countries ,n the 19 0 |

were funded through various foreign-assistance programs of h

U S government). The state, more importantly, acts
,

to
,

secua ,«|

conditions for the favorable investment of the cap tal of »
national corporations. It pressures the less-developed «unto»

through foreign assistance (both its own and through mult..WWJ

denotes such as the International Monetary Fund ard tteM
Bank) and through partial and complete trade boycotts to tolio

pot es that facilitate foreign investment^
profits Through its various cultural and educational progra

Z capitalist state attempts to build up the legitimacyMJ
less-developed countries of capitalism as a system and foreign « v

naent in particular. Through its military assistance prog am as

as through the threat of direct or indirect m l.tery mtervc

n

(including covert CIA destabilization or support for coups

*For general discussions of the functions of the cap.tel st sUtes m th ad

^
countries

8
see Baran andM 1966; O Conno 1973, Perio WWr^J

P„ulant/.asl968;S-/.yraanski 1978;andWnght 1978 chap.
d H(, rn)a»

focused on the imperial function of the cap.tahst state sec cnoms .

1979- Horowitz 1969; Kolkol969; and Magdoff 1969.
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^ and keeps in power regimes friendly to transnational

* »« interests. support of the economic interests

buS
The U.S- *»to me^atTons on maaay different levels. On

v.
transnational

corporations on^rn y ^^
°£ ^fundamental level it acts to preserve

**
0£m "free-market" pnncjp*

it acts to advance

^orations to operate^ °n a
^nal interests. The state insures

fents^^
foreign

111
„pntPr their activities on proviumg

omha«ies
L good part, center u>

t information; U.S. embassies

H
arx^3 support

uT
« -

&e and^X^T^ ^on! on U.S imports a,

other
^ernments to lower ^ investment f U S . capital

we ll as eliminate restriction! o
level u s .

Id the repatriation of profits un
.

advancing particular

Tay-to-day diplomacy in f^.^Vus government has pressured

business interests. For^P^'^L into the United States

Brazil to restrict the export of instep^o ^^
Lause the profit*> to allow U.S. pharma-

hurt. It pressured the Ind an gov ^ fevoiable cond,tlons

ceutical companies to operate u
1970.73 period when it

and it put great pressure on Chde in t^

ment piayed a key

nationalized U.S. copper compan es^ The go ^ ^
role in securing petroleum c0~^n ^ 1940s , and in

securing Aramco's interests n Saudl
ânies in 1953-5B (pushing

gaining the bulk of Iran 'soil foriU.S « mpa ^ perlo 1967>

British companies out) (Edwards

•VSLd be stressed that the '^^ZT^S
advanced capitalist countries, on the^^Sl^Um to general

oriented to advancing the interests of the imperia y

(te., to creating the most favorable world cond
n is

making of the^^^^^JZ^^^m^
not, then, geared to a ^e-to-one correspon

or trade,

or military pressure and the principal are* of m
t s(ates

In contrast, the foreign policies of the leading P
„

focus on preserving a general climate arable to prot ^
ment and trade. It is often necessary to mditarily a ^
in which the transnational corporations of *eJ êll

8
cause anti-

no significant economic stake. Not to do so mrghtjvel

transnational sentiments and £^ * domtao theory
to be undermined elsewhere; this is the well-known a
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of the Vietnam War Era. The United Q*«,+ • *
siderable resources in ^

°JCommunists in Indochina even though Z 2 u
1Ct°ry of thl

U.S. transnational corporation^h^^ ê^^ ? **4
(most foreign capital was French).

egllglbie economic stake th^'

TRANSNATIONAL D0M,NAT,ON

^^e^srtsrr r
the advanced

associated with the tolf *Z *M
are manifested in the fcKXta ofZ^^f COrporat.on
imperatives and interests StaSSSw^tfSS.*^' These
mechanisms, including- first the m! f

8 through VariouS

figures in top foreign-po icy"makinln fti

°f
'
eading busi"^

of governmental deciskm maW

h

P ^ SeC°"d
' "^influencing

cil on Foreign Relahon,H^ k
y °tgT1Zatlons

<
such «" 'he Coun

politicians, the promising of ioh,'f™- 1
8 camDai8ns °f leading

ing regulatory ZiZSn^^ggZT*^0^^and top military offic^^SK^M"*^extenslve lobbying, ideological hegemonv of n,T
gover,lme"t.

perialist values and informationT, Pro°usiness and proim-

(which is largely JStZtS'f",^
various structural mechanisms tL*

Capitallst class
>; and fourth,

are made and polTdes ar^mnW !T
pr0t™ti°nal decisions

These mechanism* Ze Lln ^T ^ by 8overnmental leaders,

will not be elabor ted here The nt

S

/H
diSCUSSed «*

these sources is^SJSfflS^?^ ""J

tion^urf~XtWeen Trate^- *e -J
who have been^ecreto

v

Z by the Aground, of those

to direct vT TcZt^V,
mt^ VnitedStates

- Those chosen

into the key instltfons n ^ ^ dos^ integrated

leading foreign fe ll CaP>mSt Class
' Whai * true for thereign policy positions is generally also true for associate

Perlo 1967, chaps. lCll iZ^kZmT^L1
?
67

' 1971
•
1979 ; MMiband 1969;

For a genera) discussion oV the foartht-nJ
7^^ S2ymanski 1978

'
chap - ia

amsm of domination, see Block 1977 £m T , ^iSI"' the "structural" mech-

1968;andS2ymanski l978 chap 11 '
aL 1975; 0ffe 1973

:
PoulanK*
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md subordinate positions such as secretary of defense, the secretaries

0f each of the services, the under secretaries of state as well as the
presidential national security and foreign policy advisors.

In the immediate post-World War II years (the 1944-52 period)

When U.S. foreign policy was primarily directed toward Europe
(to stop the Communist tide), the U.S. State Department was
dominated by individuals who had close ties with the Morgan finan-
cial

interests-interests that traditionally were European-oriented
because of their long-term and heavy economic involvement in that
region. Three of the four secretaries of state during this period had
such connections: Edwards R. Stettinius was the son of a Morgan
partner and chairman of the board of directors of US Steel (a
central Morgan company); James F. Byrnes was a director of
Newmont Mining (Morgan Investment Trust); and Dean Acheson
was a senior lawyer for Covington and Burling, a Morgan-associated
law firm. Acheson had impeccable old-line, upper-class credentials-
membership m the Century Club (New York) and Metropolitan Club
(Washington) (Perlo 1957, p. 288; Who Was Who in America, various
years; Who s Who in American Politics, various years).

After the political situation in Europe stabilized, U.S. attention
turned to the less-developed countries, where antiimperialist move-
ments were on the rise. In the post-1952 period the leading foreign
policy personnel of the U.S. state have tended to be associated wiih

t tradition'T ei

T- RockefeUer« has been based in

Manhan
'

r 7^°" with the Standard Oil companies and Chase

the t ^
Bani\b°th °f Which have enorm°ns ^onomic stakes in

anno nteH Td
u
countries

-
In 1954 Nelson Rockefeller was

I 2 ,
"?•

ElSenh
l

ower '

s f°™gn policy advisor, which entailed

% Cound, ?h VhB m
f
etin8S °f the Cabinet

'
the Nati°nal Secur-

<W°
Uncl1

'
the Couneu on Foreign Economic Policy, and the

ferthe°nff?
8

!^ (i -e
- 311 the main ^tegy-maktog

Security Co,

e

n", tfte) (Perl°«1957 '
PP

'

283 "84
>- The

the Fil \'
ouncl1

'
the Primary foreign-policy-making body during

fctaTariTVTr' TS d°minated by individuids «™ stZls to various Rockefeller mstitutions (Perlo 1957, pp. 290-91).

Eisenhower n ,? ''V? S6Cretary °f state during »ort of the

°f Um^ocLfln
lde"cy ' had been ehairman of the board of trustees

York feni u I ^
oundat'on. was on the board of the Bank of New

and wis 1
y

o
gr°Up of R°ekefeller-connected families),

la* firm th T
r In

,.

Sulllvan Cromwell, a leading Wall Street

transnatinri i

speclallzed in representing the overseas interests of

Panies '? u
c°rPoratlon » (especially Rockefeller-connected corn-

such as Exxon and First Boston Corporation) (Perlo 1957,
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p. 286). Dulles' Social Register credentials were confirmed by ^ j

membership in the Century Club and the Metropolitan Club.

The U.S. secretary of state through the Kennedy and Johnson

years was just as closely connected to the Rockefeller interests

as his Republican predecessor. Dean Rusk was president of the

Rockefeller Foundation from 1952 to 1961 (Who's Who 1979-80).

The return of a Republican administration saw no change in those

central to the foreign-policy-making process. Henry Kissinger,

at first Nixon's national security advisor and later his (and Ford's)

secretary of state, has always been closely associated with the

Rockefeller family. For many years before his appointment as

Nixon's national security advisor he had been employed by Nelson

Rockefeller as his personal foreign policy advisor. He worked for the

Rockefeller Brothers' Fund from 1956 to 1958. In 1977 he was

employed by Nelson's brother David to chair the International

Advisory Committee of Chase Manhattan Bank (i.e., he was the

principal foreign policy consultant to the principal Rockefeller bank).

In 1977 he also became a trustee of the Rockefeller Brothers' fund.

Kissinger, too, has had a long-term and close relationship with

the Council on Foreign Relations (chaired in the 1970s by David

Rockefeller). In 1979 he was a member of the board of directors

of the Council on Foreign Relations (Who's Who in American Politics

1979-80). Cyrus Vance, Kissinger's successor as secretary of state,

had connections with both the Rockefeller interests and traditional

Morgan-related firms. This suggests a more balanced approach to

U.S. foreign policy. From 1975 until his appointment, he, like

John Foster Dulles before him, was chairman of the board of trustees

of the Rockefeller Foundation. However, he was also a director of

IBM, a traditionally Morgan-associated and European-oriented firm

(Who's Who in America 1979-80). It should be noted that he, along

with Andrew Young and Carter himself, were members of the

Rockefeller-instituted Trilateral Commission.

The most important figure in the making of U.S. foreign policy

during the Carter administration was Zbigniew Brzezinski, the

President's national security advisor. Brzezinski was, for years,

the principal figure in Columbia University's Russian Institute,

which was established by the Rockefeller Foundation. Before his

appointment as principal foreign policy advisor to the U.S. president,

Brzezinski had been employed by David Rockefeller of Chase

Manhattan Bank' to perform essentially the same function Kissinger

was to perform after him. Brzezinski was the director of the Tri-

lateral Commission from 1973 to 1976 that was chaired by David

Rockefeller, who was also a member of the board of directors of the

Council on Foreign Relations (Who's Who in American Politics 1979"

80).
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u record is most impressive. Not only does the U.S. trans-

T
, Led upper class and its close associates have a virtual

natf°n u on the top foreign policy positions, but that segment of

*on°P? onal interests with the greatest stake in U.S. foreign policy

tranSn
v7n time seems to predominate. This can not be a coincidence

at a
ST Council on Foreign Relations (CFR) has, since World War U

^ a central role in formulating the foreign policy of the U.S

Play ^pnt The CFR in 1970 had 1,450 members, 48 percent of

g0VG
^ were listed in the Social Register (i.e., were from families

5>h inherited their wealth); 41 percent were corporate executives

^ hankers- and 21 percent were corporate lawyers. Twenty-two

°*
i nf the membership consisted of prominant university pres-

f and schoTr TheVsident of the CFR in the 1970s was

n H Rockefeller of Chase Manhattan Bank. The CFR publishes the

?^nKun£ Foreign Affairs, sponsors committees on foreign

in cks throughout the United States, serves as a training

SounTfor new foreign policy leaders, mns study groups and discus-

? that brine together top government and corporate people

Tpr^c^U^ -seLl papers that are circulated in high

ermenTcircles. The CFR exerts its immense

part, by placing its people in top government jobs. For examp e in

both the Kennedy-Johnson and in the Nixon administrations there

were more than 25 CFR members in crucial positions (Domhoft

1967, chap. 3; Szymanski 1978, pp. 230-33; Shoup and Minter

197

From its founding at the end of World War I through the end of

the 1940s individuals closely connected with the Morgan financi^

interests played a predominant role in the Council on Foreign

Relations. Among the initiators of the organization was Thomas W
Lamont, a Morgan partner. John Davis, the council s first president

(who served from 1921 to 1933), was the senior partner m the

Principal law firm of the Morgan group. Russell Leffingwell an

executive of J. P. Morgan and Company became president ot the

CFR in 1944. He also served as chairman of its board from 194b

to 1953. In the early 1950s the predominant position in the OJ? n,

as with the U.S. foreign policy establishment in general, passed

into the hands of those associated with the Rockefeller interests^

Three Rockefeller brothers-Nelson, David, and John D. Ill Joinea-

the CFR in the late 1930s and early 1940s. David became a director

in 1949 and vice-president in 1950. John J. McCloy, the chairman

of Chase Manhattan Bank (the leading Rockefeller bank) rep aced

Leffingwell as chairman of the CFR in 1953. Throughout
,

the

1950s and 1960s a number of new CFR directors had Rockefeller

ties. In 1969 David Rockefeller himself became chairman ot me

council (Shoup and Minter 1977, pp. 105-7).
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The Trilateral Commission, an international version of
Council of Foreign Relations, was set up in 1973 on the initiatl

of David Rockefeller, who chaired both the Chase Manhattan Bant
and the Council on Foreign Relations. Rockefeller himself provide
the necessary initial financing for the commission. Its first meeting
were held at Pocantico, the Rockefeller family's New York estate
The Trilateral Commission brought together 180 top leaders from
the three principal advanced capitalist regions of the world— North
America, Western Europe, and Japan—in order to facilitate the
development and implementation of common policies in the com-
mon interest of all the advanced capitalist countries. The Trilateral

Commission is closely linked to the Council on Foreign Relations
The majority of the U.S. "commissioners" were CFR members!
Eleven members of the CFR board of directors were members of
the commission. David Rockefeller in the 1970s played the central

role in both organizations. Zbigniew Brzezinski, the first director

of the commission, was on the board of the CFR (Shoup and Minter

1977, p. 260).

Henry Kissinger as well as Brzezinski have been closely associated

with the commission. Other U.S. commissioners in the 1973-76
period included President Carter, Vice-President Mondale, Cyrus

Vance, Andrew Young, Secretary of Defense Harold Brown,
Secretary of the Treasury W. Michael Blumenthal, and Paul Wanke,
Carter's appointee as chair of the U.S. Arms Control and Dis-

armament Agency (Trilateral Commission 1979). The Trilateral

Commission obviously has had many individuals most influential in

formulating U.S. foreign policy.

There has been considerable debate whether or not the capitalist

class directly controls U.S. foreign policy through the instrumenta-

tion of organizations such as the Council on Foreign Relations and

the Trilateral Commission and the placement of business figures in

top positions (this position has been labeled "instrumentalism") or

whether the structural logic in which state officials find themselves

compels them to act in the long-term and fundamental interests of

the corporations, whether or not the majority of the capitalist class

endorses state policies that are in their long-term interests. Pr°'

ponents of the first position take the evidence presented on the

backgrounds of the chief foreign-policy makers as well as the key

role of institutions such as the CFR as proof that the transnational

corporations run U.S. foreign policy. The proponents of the second,

or "structuralist" position, maintain that at best the credentials

of those in top positions are an indicator (but not a cause) of the

nature of U.S. foreign policy.
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re balanced view suggests that while structural mechanisms

d from the logic of capital accumulation on a world scale in

deVve ^n an(^ jn tne most fundamental sense direct state policy,

thC
mething as crucial and delicate as foreign policy it is too danger-

in S

°to allow decision making to rest outside of those who closely

°US
the transnational way of thinking (and who are thus highly

share

tive to its concerns). Thus the principal transnational interests

Actively implant their people in the top positions of the foreign

licv agencies of the U.S. government. It should be noted that

dctural forces play their greatest role in compelling the state to

dvance imperial interests on the most general level-in securing the

general conditions for transnational profitability. The direct inter-

ventions and linkages stressed by the instrumentalists, on the other

hand, would appear to center on the more specific intervention of

the imperialist state in favor of the special interest of a given trans-

national corporation.

It is difficult to deny that individuals such as John Foster Dulles,

Dean Rusk, Henry Kissinger, and Zbigniew Brzezinski have played

a key role in formulating U.S. foreign policy. It is just as difficult

to deny that their connections to leading transnational institutions

are closely related to the content of the foreign policy they imple-

ment. There is legitimate debate, however, about the nature and

significance of the tie. A mechanical approach would argue that:

first, the foreign-policy makers have a direct material interest in

protransnational policies and act primarily in their own narrowly

defined self-interest; and second, the transnational corporations

primarily impact foreign policy by putting their people into the

top positions. A more accurate approach would be to understand

that narrow material self-interest is not usually the principal motive

force behind policymaking, and that the structure of the capitalist

system in the last instance, not direct intervention, determines who
is selected by the state to make and implement policies. Authors

such as Eugene Genovese (1967, 1968, 1969, 1974) have shown

for the slaveholding aristocracy of the antebellum South that because

a ruling group's consciousness is shaped by its economic position

does not imply that it necessarily acts to maximize its income.

The economic logic of a mode of production (whether slavery or

advanced capitalism) generates certain conceptions of honor, self-

worth, nationalism, and so forth that may or may not also result

in profit maximization. It is possible that the economic logic of

imperialism could produce a state leadership advocating policies for

Masons of national honor and belief in the superiority of imperialism

as a system while pursuing policies that undermine profitability
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(just as was the case in the slave system). For instance, the b r
in the superiority of capitalist development over socialism

( a b r
generated in the capitalist class by its need to legitimate its positi
might lead it to seriously underestimate the potentialities of Soy^
style development in the less-developed countries, and thus cause!
to make some serious misjudgments about how to relate to counts
attempting a socialist path.

neg

It is not that individuals such as Kissinger, Rusk, and BrzezingJ
(who have had little personal material stake in imperialism) act S
the interest of their class. Nor is it so much that they are trying tincrease their income and advance their careers by working for th°
Rockefellers. Such individuals, as a rule, are sincerely motivated bv
conceptions such as "national honor" and "anticommunism "

that
are deeply rooted in their own feelings of self-worth. The logic of
capitalism acts to ensure that the leaders of the foreign policy estab-
lishment implement the interests of the system primarily by structur-
ing the environment in which conceptions of national honor and
anticommunism are shaped and rooted in conceptions of self-worth
as well as by structuring the possibilities of career advancement.
By essentially structuring the media and education and, very im-
portantly, by offering the rewards of good jobs and international
recognition, it is able to shape the ideological development and sense
of self-worth of large parts of the intelligentsia who thus come to
accept the policies of capital as their own. Those that tie their
conceptions of self-worth to antiimperialist theories simply do not
get jobs in the State Department, with Chase Manhattan Bank, or
even teaching at Harvard. And this fact of life means considerable
and pervasive pressure to develop proimperialist feelings, sincerely
identifying with the interests of the transnational corporations.

The fundamental logic of the capitalist system, both domestic
and international (i.e., the logic of the world capitalist system)
produces a convergence of interests between the leading officials

of the state and the corporations. In general, the more favorably
inclined state officials are to actively pursue policies that secure
and maintain markets and investment opportunities overseas, the

higher the level of "business confidence" in the administration,
and hence the more likely business is to invest domestically, bring
profits back into the country (rather than attempt to export their

earnings), and hence create maximal conditions (within the logic

of capitalism) for economic prosperity and a low level of unemploy-
ment. The higher the level of exports, and especially the greater

the trade surplus, the higher are domestic profits, the lower is the

rate of unemployment, and the more rapid is the rate of domestic
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cumulation. The more profits brought into the country

capit*
1 ac°

seas investments, the more funds available for domestic

ftoto
°ve

t the higher are distributed and undistributed corporate

inve
stmen

^ ^g lower the rate of unemployment. High levels of
profits,

ding likewise generate both high profits and jobs.

nlillt

Hhese cases the position of state managers is enhanced by

In
from the capitalists who benefit from such policies as well

sUP
f°m the economic prosperity that in normal times leads to

3S
rt from most of the working and middle classes (in the absence

TP
°mass-based socialist alternative) -groups which are grateful for

d jobs and would be likely to oppose the reelection of officials

g
°°used by the corporations of implementing antibusiness policies

that result in massive unemployment because of the loss of "confi-

dence" of businesses and hence their failure to reinvest.

Another key structural mechanism that acts on the state through

its central role in public opinion formation on foreign policy ques-

tions is the integration of the mass media and leading educational

and policy research institutions with the transnational corporations.

Maintaining ideological hegemony through "defining" the interna-

tional situation, establishing the legitimate range of responses to

international events, is crucial both for determining how the makers

of foreign policy perceive the world and what they feel it is necessary

to do and in persuading the people to actively support foreign policies

in the interest of the transnational corporations. The capitalist class

in the United States owns and controls the major television and radio

networks, the newspaper chains, and the major news weeklies, and

is most influential in educational institutions. Their key role in the

media corporations, together with the pressure of corporate adver-

tisers on any who waver on defining the international situation in

ways favorable to the transnational corporations, plays a key role in

both building up protransnational/proimperialistic values and identi-

fications, and in mobilizing such patriotic and chauvinistic values for

support of specific policies favorable to the imperial interests of the

transnational corporations. In the twentieth century it has been

fairly easy for the capitalist class and the capitalist state to mobilize

Popular enthusiasm behind imperialist activities—such as the Span-

jsh-American War, the suppression of the independence movement
lr> the Philippines, various interventions in the Caribbean, the

Korean War, the Vietnam War in its early stages, the Dominican

intervention, and so forth—as well as to maintain a high level of

Popular identification with the overseas stake of the transnational

c°rporations-as the case of Iran in 1979 once again graphically

demonstrated.
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CONTRADICTIONS

By no means are the interests of the transnational corporate
on foreign-policy questions monolithic. There are considerably
differences among the transnational corporations of any

gjv

6

country. The interests of the banks do not always coincide with
those of manufacturing firms; the interests of the larger, mor
established transnational corporations do not always coincide with
those of the newer up-and-coming businesses; and the interests 0f
the major petroleum companies with their special concern for certain
areas of the less-developed world do not always coincide with those
transnational corporations primarily involved with exporting manu-
factured goods to other areas of the world. As a result, there are
continuing debates, disagreements, and compromises worked out
in such policy research and formulating groups as the Council on
Foreign Relations and in the State Department and the Office
of the President. These debates and compromises reflect divergent
interests, generally on secondary questions, among the transnational
corporations.

The period between the two world wars was one of rather
considerable disagreement among U.S. transnational interests. Much
of the internal antagonism in this period centered on the competition
between the Rockefeller and Morgan financial interest groups. The
Morgans, who were both stronger economically and generally more
influential politically through the end of the 1940s, were connected
mainly to Europe (especially Great Britain). The House of Morgan
in the pre-World War I period served as a primary conduit for Euro-
pean capital investing in the United States and during the twentieth
century became a primary conduit for a reverse flow. Corporations
in which it has traditionally had a central role, such as IBM, ITT, and
GE, have had especially heavy commitments in Europe. Morgan-
connected financial institutions have been the principal U.S. bankers

in both England and France (Perlo 1957, chap. 17; Wilson 1971).
Because of their strong European links, especially with British

banks, the Morgans in the interwar period argued that expanding
U.S. financial interests should work primarily through British inter-

ests, rather than in competition with them. The Rockefellers, in

contrast to the Morgan interests, had relatively few European links,

but enormously profitable investment possibilities through the

Standard Oil companies in the less-developed countries. They
therefore favored creating a separate banking system around the

world as well as competition with British interests, which in their

colonies and protectorates of the Middle East were attempting to

exclude U.S. petroleum interests (Wilson 1971).
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. tne immediate post-World War II period the Rockefeller

ts became predominant over those traditionally connected
fr.Tj Morgan. The profits associated with the petroleum boom
*V1

Celled the Rockefellers forward. Increasing U.S. investments

^ the
less-developed countries made Rockefeller concerns more

Antral- U.S. banking did establish its own network, and U.S. capital
C

fact came to dominate areas formerly controlled by British capital,
111

iran. In 1953 the CIA, headed at the time by John Foster

Dulles' brother, Allen, organized a coup in Iran that resulted in

tne formerly predominantly British-owned Anglo-Iranian Petroleum

Company being mostly handed over to the U.S. petroleum companies

(with Standard Oil interests playing a key role). Chase Manhattan,

the leading Rockefeller bank, became the chief banker of the Shah of

Iran (Perlo 1957, pp. 308-9; Wilson 1971). With the predominance

of Rockefeller interests came a preoccupation with the less-developed

countries, where their interests have been concentrated, rather than

Europe, the primary concern of the Morgan-related interests. Fur-

ther, Rockefeller predominance has meant increased militarization

and an aggressive foreign policy necessitated by the need to actively

intervene in the less-developed countries in defense of transnational

investment.

There were many other divisions among transnational interests

in the interwar period. The other principal antagonism was between
the banks and manufacturing capital. Manufacturing interests wanted
the U.S. government to impose requirements on U.S. private bank
loans, stipulating that a certain proportion of such loans had to be

spent on U.S. goods. Bankers generally opposed such requirements
on the grounds that the profitability of such loans would be lowered
if recipients had to purchase goods from higher cost producers.

The principal bankers tended to favor the cancellation of World
War I debts for which enforcement of payment might result in a
financial collapse in Europe, and thus the loss of their outstanding
Private loans. Manufacturing interests, on the other hand, tended to
avor repayment since without such flows into the U.S. treasury
heir taxes, hence export prices, would be higher. Bankers and
lnv

(?stors involved in Latin America were at loggerheads over the

2Uesti°n of how actively the U.S. government should help drive out
uropean competition. Industrialists wanted more U.S. loans to
ese countries while the private banks were reluctant to expand
err lending because of previous defaults.
There was also an important difference between banking interests

« investors in East Asia. The banking interests, especially Morgan,

.

Gre generally pro-Japan. The House of Morgan was a major Japanese
Editor. The banking community generally felt that it would gain
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from Japanese domination of China. On the one hand stabile

would be insured and China's ability to pay off its debts to the banjf

guaranteed, and on the other, Morgan-financed interests in Jap
would become more profitable. U.S. industrial investors in China
however, were hostile to Japanese expansion since Japanese dom'
inance meant that they were pushed out as the Japanese imposed

a

"closed door" in areas they dominated (Wilson 1971).

A contradiction between major importers and the bankers
also

developed. Private bankers were loaning money to facilitate the

establishment of international cartels to monopolize certain basic

commodities. Importing interests persuaded the government to put

restrictions on loans for such purposes in order to lower the costs of

imports (Wilson 1971). By 1947 fundamental consensus was reached

among transnational interests. The United States would maintain

a strong military presence everywhere in the nonsocialist world

and the U.S. state would actively support the rapidly expanding

transnational interests throughout the world. The differences

between the more European and the more Asian-Latin American

oriented interests were relatively minor compared to the funda-

mental unity achieved in the wake of World War II. It should be

noted, however, that the interests of investors, especially manu-

facturing investors in Europe and raw materials investors in the

less-developed countries, became hegemonic as international banking

retreated from its former preeminent role.

Minor antagonisms nevertheless continued to divide the trans-

national corporations. Those industrial sectors, such as the rapidly

growing aircraft industries, joined the petroleum companies as the

most "hawkish" because they were the primary beneficiaries of

Department of Defense spending (Perlo 1957, pp. 258-60). Other

interests such as those around Cyrus Eaton (based in Cleveland)

tended to be relatively less militaristic. The North West lumber

interests (associated with Wayne Morse) tended to be relatively

less militaristic because of the lost export opportunities they saw

resulting from hostility to the Soviet Union and China. Relatively

moderate policies have also been advocated by the European an

consumer goods oriented industries that make relatively little pro»

from the domination of the less-developed countries but pay some o^

the cost of hawkish policies through suffering the negative effects o^

balance of payments crises, devaluation, increased taxation, an

foregone opportunities of trading with the socialist countries,

major automobile companies as well as General Electric officials ha

been prominent in this section of the capitalist class (Perlo 19&

pp. 218-20, 312).
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the structural forces operating on the capitalist state in the

-ed
countries do not operate in the direction of facilitating

a
dvanc

interests of the transnational corporations. There are
tkd over mU „ ^— • .

ll

nt structural contradictions. The greater is capital export

"^Ttion to total capital accumulation, the more the legitimation
11

tton of the state in the advanced capitalist countries is under-
funC

d because of the domestic economic problems capital export
nlin

.

e

es The export of industrial capital means the export of jobs
CaU

(\
consequently, increases in unemployment. A net export of

a"
ital

aggravates the balance of payments. This might well have the

detrimental effects of both decreasing living standards and increasing

the costs of smaller business. Deterioration in the exchange rate of

the dollar to resolve balance of payments crises caused by net capital

export undermines the position of U.S. investors. It makes the

costs in local currency of the necessary inputs of U.S. business

operations overseas more expensive.

Individual corporations are driven by the logic of the capital

accumulation process to invest where costs (especially labor) are

less. But the capitalist state, acting in the interests of the capitalist

class as a whole, might well have to counter this tendency in order

to prevent domestic economic stagnation and the political and social

disruption that this might entail. As long as parliamentary forms in

which the working class has a formal franchise exist, there would

appear to be limits to the rate at which capital could be transferred

overseas—limits imposed by the state's need to maximize both

business confidence and legitimation. In fact, in the late 1960s and
early 1970s the U.S. state imposed formal restrictions on the export
of capital. In times of serious domestic recession it should be ex-

pected that such restrictions would be reimposed because of popular

Pressure to "keep jobs at home" and avoid deterioration in the

international purchasing power of the dollar (and the negative

consequences this entails for large segments of the internationally

oriented corporations).

Problems of domestic stagnation and social unrest caused by
state support of transnational activities could result in a general
cu.tback in state support. Massive military spending, which under-

lines increases in productivity and takes money away from welfare
unds necessary for legitimation purposes, may well be cut back in
he interests of both domestic capital accumulation and preserving
Drivate property. Expensive military interventions and massive

k°

reign assistance (economic and military) are also subject to cut-
acks to minimize balance of payments crises and the resultant
ardships they impose on significant sectors of capital. In fact, the
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maintenance of a competitive international economic position might

well require a paring down of state-supported interventions and mas.

sive budgets. It is no accident that Japan, which spends relatively

little on its military or imperial support, has consistently been the

most rapidly expanding advanced capitalist economy. Different

segments of the transnational corporations tend to articulate different

policies, i.e., increases or decreases in foreign assistance, military

spending, and so forth, depending on how they are differentially

affected by imperialism and state policies. The contradictory pro-

cesses are thus in good part manifested in political battles within

the state among different factions of capital.

It is by no means automatic that the contradictions of massive

capital exports and heavy state involvement in imperialism will

necessarily be manifested in cutbacks in such activities. Both the

transnational corporations and the state are in a contradictory

position There are strong forces creating considerable tensions

within both the economy and the state. Significant cutbacks m

military expenditures may result in unemployment and thus pressures

for increases in such expenditures. Significant cutbacks in foreign

economic and military assistance and decreased willingness to inter-

vene directly can well result in a snowballing of nationalizations

of and restrictions on, foreign investment in the less-developed

countries. It would seem that contemporary imperialism is in a

truly contradictory situation which only a qualitatively different

economic organization would be able to resolve. The remainder of

this chapter as well as parts of the next two chapters outline the

principal mechanisms by which the capitalist state is used m the

interests of the transnational corporations to dominate the less-

developed countries in guaranteeing transnational profits.

THE MECHANISMS OF IMPERIAL DOMINATION

There are numerous ways by which one nation or state can

dominate another. There are many different mechanisms of impel

_

control, only the most blatant and thorough of which is direct r

by an imperial power-formal colonialism. For as long as there>.am

been imperialism, imperial power has also been exercised (at s

>

times and by some types of imperialist states more than otn

through various informal or less direct means. These ™echaius

encompass a wide range of military, economic, and ldeolog*

processes of domination.
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A country can be dominated by another if a high proportion of

tne
resources utilized by its institutions comes from a metropolitan

power—a single imperialist country, or perhaps set of countries, or
transnational corporate institutions that are either private or public

e-g ., the World Bank and International Monetary Fund. The formally
independent less-developed countries are today dominated as they

have been in the past by the United States and the other advanced
capitalist countries through a combination of mechanisms that act

both through the metropolitan states and through private entities,

including the transnational corporations themselves as well as the

major educational institutions, foundations, churches, and trade

unions. The metropolitan ruling class uses its domination of the

state's foreign policies as well as of the other major institutions of
metropolitan society to guarantee that these institutions act in the

interests of the profit making of the transnational corporations.

Direct Military Intervention

The preservation and growth of metropolitan economic interests

requires a sympathetic economic and political environment. Social
order and profit opportunities must be maintained. Local prometro-
politan interests must be supported. Radical threats to reorganize
society and exclude transnational interests must be defeated. It

generally makes little difference to the metropolis what the nature
of the threat is to the prometropolitan local dominant groups.
Nationalists, interested "only" in expropriating all transnational
economic interests and following a neutralist foreign policy, have
traditionally been considered almost as much an enemy as bona fide
Communists who affect U.S. economic interest in more or less the
same way, thus the U.S. hostility to Goulart in Brazil, Arbenz in
Guatemala, Bosch in the Dominican Republic, and Mossedegh and
Khomeini in Iran. U.S. military force (direct and indirect) has long
P ayed a central role in ensuring the necessary sympathetic economic
^d political climate for the transnational corporations.

Traditionally the most effective mode of imperial domination
as military conquest and occupation either with direct colonial
ministration or indirect rule (a protectorate) through traditional
e>* that agreed to collaborate with imperialist interests. Such

^ ect military intervention by the armies of imperialist powers, of
urse, still occurs. But since World War II and especially since the
® nam War they have become rarer, giving way, in good part, to

^
re subtle forms of domination. The corollary of direct military
cuPation is the threat of such direct military intervention. The
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knowledge that an imperial power would or might intervene militarily

can place a damper on developments in a dominated country. oCca.

sional actual military interventions in one or another country ^
probably a necessity for maintaining the credibility of possible milj.

tary intervention, and hence the effectiveness of indirect domination

through the threat of military force.

Military force is also exercised by a metropolitan power through

surrogates, the militaries of subaltern or (subimperialist) regional

powers that act in the interest of the metropolis in return for

receiving considerable grants of foreign assistance, military and

economic, as well as other favorable treatment. Iran under the

Shah (e.g., in Oman, Afghanistan, Pakistan, Somalia), Thailand, the

Philippines and South Korea (in Indochina), and Brazil (e.g.,
jn

Uruguay and the Dominican Republic) have all acted in this role

for the United States in recent years either by military intervention

or the threat of it.

Military power can be exerted covertly through such organizations

as the U.S. Central Intelligence Agency, which has organized coups

d'etat by bringing together local rightist forces and providing them

with leadership and promises of support (e.g., Kermit Roosevelt's

role in overthrowing Mossedegh in Iran in 1953) or actively organiz-

ing, equipping, and training armies to overthrow governments hostile

to transnational interests (e.g., the Bay of Pigs in 1961 and the

overthrow of Arbenz in Guatemala in 1954).

Military power is also exercised in dominating a less-developed

country through building up and supporting the local military

establishments of these countries. The militaries of less-developed

countries are typically trained, advised, and equipped by metro-

politan powers. Their officers are sent to the metropolis for training,

where metropolitan military advisors are present at many levels of

command. Virtually all their sophisticated equipment and often all

their modern weapons are supplied (through sales or grants) by a

metropolis. On the one hand, this makes a less-developed country

highly dependent on the metropolitan supplier and, on the other

hand, tends to build up a "fifth column" of supporters of metropo-

litan interests in the officer corps with loyalty to their benefactor-

The United States has been very careful to build up gratitude an

promote pro-U.S. values among the military establishments of i

satellite states, e.g., when most U.S. economic aid was cut off to t

Allende government in Chile in 1970-73, military assistance W

increased. .

e

The United States maintains the most powerful military macn
^

in the world. One of its principal, if not its primary, functions is
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the economic interests" of the transnational corporations

Pr
°te

^noU t the world. This is especially true in those areas where
tlir

°investments, supplies, and markets are most endangered— since

1950s in the countries of Asia, Latin America, and, to an increas-

extent, Africa. The U.S. state has been the hegemonic military

er in the less-developed world since the end of World War II and
P°

exhaustion of the imperial power of the British state. Through-

t the 1960s and 1970s the United States spent roughly twice as

uch on its military as did all the other advanced capitalist countries

combined and approximately three times as much as all the less-

developed nonsocialist countries of Asia, Africa, and Latin America.

The U.S. military is structured to exert power ashore in any part

of the world where U.S. corporate interests are threatened. The U.S.

military, thanks to its highly developed airlift and aircraft carrier

capabilities, is highly mobile. The U.S. Navy has 13 operational"

aircraft carriers with a total of 1,200 combat planes that can be

shifted to virtually any area of the world to project U.S. power. The

U.S. Navy is in good part designed to support and carry through

amphibious operations anywhere in the world (International Institute

for Strategic Studies 1976).

In addition to its considerable strategic aircraft carrier and

amphibious capacities, it has been estimated that around 1970 the

United States maintained over 400 major military bases around the

world (North American Congress on Latin America 1970; Greene

1971, p. 226). The United States in 1978 had a significant number
of troops (more than 100) stationed in 35 different countries outside

of the territory of the 50 U.S. states. The major concentrations of
U S. bases and troops are in Guam (8,000), Panama (9,000), Puerto
Rico (4,000), Germany (234,000), the U.K. (23,000), Greece
(3/700), Iceland (2,800), Spain (9,000), Turkey (5,000), Japan
(46,000), the Philippines (14,000), South Korea (41,000), Diego
Garcia (1,000), Portugal (1,400), Bermuda (1,300), the Netherlands
(2,200), Italy (12,000), Belgium (2,000), and Guantanamo Bay,
Cuba (2,300) (U.S. Department of Defense 1978b, p. 36). It is clear
hat U.S. bases (major and minor) surround the USSR as well as

^circle the globe. In addition, after developments in the Middle

f^
ast iri 1979 the United States made strenuous efforts to expand its

j

ases around the Near East (Kenya, Oman, Somalia, Diego Garcia).
n contrast, Soviet troops as of 1980 were stationed in approximately
lx

foreign countries.
The frequency of direct U.S. military interventions to protect

^•S. business interests in the pre-World War II period is documented
the selected list of U.S. military interventions in Table 6.1.
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TABLE 6.1. Selecwa^

Countrles,_1890-1930

Year Country
Reason for Intervention

1891

1894

1898

1899

1899

Haiti

Nicaragua

Spain

Nicaragua

Samoa

To protect American lives and property on Navassa

Island when Negro laborers got out of control.

July 6 to August 7-To protect American interests at

Bluefields following a revolution.

1899-1901 Philippine Islands

1900 China

1903-14 Panama

1904

1904

The Spanish-American War declared.

February 22 to March 5-To protect American

interests at San Juan del Norte and at Bluefields a

few weeks later in connection with the insurrection

01 Gen. Juan P. Reyes.

March 13 to May 15-To protect American interests

and to take part in a bloody contention over the

succession to the throne.

To protect American interests following the war with

Spain, and to conquer the islands by defeating the

Filipinos in their war for independence.

May 24 to September 28-To protect foreign lives

during the Boxer rising, particularly at Peking For

many years after this experience a permanent

legation guard was maintained at Peking and was

strengthened at times as trouble threatened. II
was

still there in 1934.

To protect American interests and lives during and

following the revolution for independence fro

Columbia over construction of the isthmian canau

With brief intermissions, the U.S. Marines we

stationed on the isthmus from November 4, 190

January 21, 1914 to guard American interests.

Dominican Republic January 2 to February 11 -To protect America^

interests in Puerto Plata and Sosua ana o

Domingo City during revolutionary fighting.

Tangier. Morocco -We want either Perd.caris alive or Raisuh deaj|

Demonstration by a squadron to force release

kidnapped American. Marine guard landed to P'°

consul general.

r
TABLE 6.1: continued

Year Country

1906-09 Cuba

1907 Honduras

Reason for Intervention

September 1 906 to January 23, 1 909— Intervention to

restore order, protect foreigners, and establish a

stable government after serious revolutionary

activity.

March 18 to June 8—To protect American interests

during a war between Honduras and Nicaragua;

troops were stationed for a few days or weeks in

Trujillo. Ceiba, Puerto Cortez, San Pedro, Laguna,

and Choloma.

1910 Nicaragua

Honduras

Cuba

Nicaragua

1 China

February 22—During a civil war, to get information of

conditions at Corinto; May 19 to September 4—to

protect American interests at Bluefields.

January 26 and some weeks thereafter—To protect

American lives and interests during a civil war

in Honduras.

June 5 to August 5—To protect American interests in

the Province of Oriente and in Havana.

August to November 1912—To protect American

interests during an attempted revolution. A small

force serving as a legation guard and as a promoter

of peace and government stability, remained until

August 5, 1925.

The disorders that began with the Kuomintang

rebellion in 1912, which were redirected by the

invasion of China by Japan and finally ended by war

between Japan and the United States in 1941, led to

demonstrations and landing parties for protection in

China continuously and at many points from 191 2 on

to 1941. The guard at Peking and along the route to

the sea was maintained until 1941. In 1927, the United

Stales had 5,670 troops ashore in China and 44 naval

vessels in its waters. In 1933 we had 3,027 armed men

ashore. All this protective action was in general terms

based on treaties with China ranging from 1858

to 1901.



TABLE 6.1: continued

Year Country Reason for Intervention

1914 Dominican Republic June and July—During a revolutionary movement,

U.S. naval forces stopped by gunfire the bombard-

ment of Puerto Plata, and by threat of f0rce

maintained Santo Domingo City as a neutral zone.

1914-17 Mexico The undeclared Mexican-American hostilities

following the Dolphin affair and Villa's raids included

capture of Vera Cruz and later Pershing's expedition

into northern Mexico.

1915-34 Haiti July 28, 1915 to August 15, 1934—To maintain

order during a period of chronic and threatened

insurrection.

1916-24 Dominican Republic May 1916 to September 1924—To maintain order

during a period of chronic and threatened

insurrection.

1917-33 Cuba To protect American interests during an insurrection

and subsequent unsettled conditions. Most of the

U.S. armed forces left Cuba by August 1919 but two

companies remained at Camaguey until February

1922.

1918-20 Soviet Russia Marines were landed at and near Vladivostok in June

and July to protect the American consulate and other

points in the fighting between the Bolshevik troops

and the Czech Army, which had traversed Siberia

from the western front. A joint proclamation o

emergency government and neutrality was issued Y

the American, Japanese, British, French, and Czec

commanders in July and the U S P
ar

^
remained until late August. In August the proje^

expanded. Then 7,000 men were landed

Vladivostok and remained until January 1920 as P

of an Allied occupational force. In September 1 S

5,000 American troops joined the Allied interven i

^

force at Archangel, suffered 500 casualties,

remained until June 1919 All these operations

to offset effects of the Bolshevik revolution in RuSSJ

and were partly supported by czarist or Keren

elements.

TABLE.
continued

Country

1920

1924

1925

Honduras

Guatemala

Honduras

China

1925 Honduras

1925 Panama

1926-33 Nicaragua

1927 China

Reason for Intervention

September 8 to 12—A landing force was sent ashore

to maintain order in a neutral zone during an

attempted revolution.

April 19 to 27—To protect the American legation and

other American interests, such as the cable

station, during a period of fighting between Unionists

and the government of Guatemala.

February 28 to March 31; September 10 to 15—To

protect American lives and interests during election

hostilities.

January 15 to August 29—Fighting of Chinese

factions accompanied by riots and demonstrations in

Shanghai necessitated landing American forces to

protect lives and property in the International

Settlement.

April 19 to 21—To protect foreigners at La Ceiba

during a political upheaval.

October 12 to 23- Strikes and rent riots led to the

landing of about 600 American troops to keep order

and protect American interests.

May 7 to June 5, 1926; August 27. 1926 to January 3.

1933 -The coup d'etat of General Chamorro aroused

revolutionary activities leading to the landing of the

U.S. Marines to protect the interests of the United

States. U.S. forces came and went, but seem not to

have left the country entirely until January 23, 1933.

Their work included activity against the outlaw leader

Sandino in 1928.

February—Fighting at Shanghai caused U.S. naval

forces and marines to be increased there. In March a

naval guard was stationed at the American consulate

at Nanking after Nationalist forces captured the city.

American and British destroyers later used shell fire

to protect Americans and otherforeigners Following

this incident additional forces of marines and naval

vessels were ordered to China and stationed in the

vicinity of Shanghai and Tientsin.

Source: U.S., Congress, Senate 1969.
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US. military action in furtherance of U.S. business interest,

(mostly in the Pacific and Caribbean areas) reached its peak in the

period of 1890-1920. The United States took Spain's colonies
( Cuba

Puerto Rico, Guam, and the Philippines); annexed Somoa
and

Hawaii; bought the Virgin Islands; occupied Haiti, the DominiCan
Republic, Cuba, and Nicaragua; actively intervened in China,

Panama, Honduras, and Mexico in support of U.S. business; and

suppressed local independence and nationalist movements
(e .gi>

the Philippines). The role of the U.S. military during this time has

been aptly summed up by a leading participant, Major General

Smedly D. Butler of the U.S. Marines:

There isn't a trick in the racketeering bag that the military gang is blind

to ... .

It may seen odd for me, a military man, to adopt such a compar-

ison. Truthfulness compels me to do so. I spent thirty-three years and

four months in active military service .... And during that period I

spent most of my time being a highclass muscle man for Big Business,

for Wall Street and for the bankers. In short I was a racketeer, a

gangster for capitalism.

I suspected I was just a part of a racket at the time. Now I am

sure of it. Like all members of the military profession I never had

an original thought until I left the service. My mental faculties remain-

ed in suspended animation while I obeyed the orders of the higher-ups.

This is typical with everyone in the military service.

Thus I helped make Mexico and especially Tampico safe for Amer-

ican oil interests in 1914. I helped make Haiti and Cuba a decent place

for the National City Bank boys to collect revenues in. I helped in

the raping of half a dozen Central American republics for the benefit

of Wall Street. The record of racketeering is long. I helped purify

Nicaragua for the international banking house of Brown Brothers in

1902-12. I brought light to the Dominican Republic for the American

sugar interests in 1916. In China in 1927 I helped see to it that the

Standard Oil went its way unmolested.

During those years, I had as the boys in the back room would say,

a swell racket. I was rewarded with honors, medals and promotion.

Looking back on it, I feel I might have given Al Capone a few hints.

The best he could do was to operate his racket in three city districts.

I operated on three continents (Greene 1971, pp. 106-7).

The motive and spirit of the U.S. state's role during this e.

period of monopoly capitalist imperialism, which focused at

on securing export markets for the new U.S. monopoly corporati
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tor J- Beveridge of Indiana. In 1898 he argued in a public

speech-

L»n factories are making more than the American people can use.

AmC
rican soil is producing more than they can consume. Fate has

American ^ ^ ^ ^ fche worJd mugt and shall be

^"And we shall get it as our mother, England, has told us how. We

°Testablish trading posts throughout the world as distributing posts

T American products. We will cover the ocean with our merchan

f°r

We will build a navy to the measure of our greatness. Great

Annies governing themselves, flying our flag and trading with us, will

lw about our posts of trade. Our institutions will follow our trade

the wings of our commerce. And American law, American order,

American civilization, and the American flag will plant themselves on

shores hitherto bloody and benighted, by those agencies of God hence-

forth made beautiful and bright (Greene 1971, p. 105).

American intervention, however, turned increasingly to support

of US foreign investments, a policy captured by Leo D Welch,

treasurer of the Standard Oil Company of New Jersey, in 1946:

Our foreign policy will be more concerned with the safety and stability

of our foreign investments than ever before. The proper respect for

our capital abroad is just as important as respect for our political

principles, and as much care and skill must be demonstrated m obtain-

ing the one as the other (Greene 1971, p. 106).

Fortune magazine in 1942 articulated the form that post-World

War II U.S. imperialism would take. Unlike the formal colonialism

prevalent in the previous period, the new imperialism would be

largely indirect:

American imperialism can afford to complete the work the British

started; instead of salesmen and planters, its representatives can be

brains and bulldozers, technicians and machine tools. American im-

perialism does not need extra-territoriality; it can get along better in

Asia if the tuans and sahibs stay home. ... So long as Asia does not

try to foist an economic feudalism of the Jap type on its neighbors, the

U-S. can believe in Asia for the Asiatics too (Gardner 1964, p. 176).

'"direct Military Domination

The U.S. in the post-World War II period, in contrast to the

century before, has rarely actually intervened with its own armed
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ment and strengthening of domestic conservative and antirevoluf
ary forces through subsidizing right-wing and centrist politicians

^
publications, trade unions, parties, student groups and other

^
ganizations as well as radio stations. In 1953 it was estimated h°**
U.S. Senate Committee that there were major covert CIA activ^ a

this kind in 48 different countries, mostly concentrated in West
°f

Europe, the Middle East, and the Far East. After the Cuban -revo?*
tion central attention began to be placed on the Western HemisDhp3
Between 1961 and 1975 "several thousand" covert action Proi ewere undertaken by the CIA (U.S., Congress, Senate 1976 -
144-53). ' r

In addition to such covert "political action" programs the CIA
has also regularly engaged in paramilitary actions. Beyond organizinl
coups d'etat and invasions intended to overthrow antiimp^rialist
governments, as it did in Iran, Guatemala, and Cuba, it has beendeeply involved in training and supplying right-wing armies - Laos)
attempting to assassinate foreign leaders (Patrice Lumumba Fidel
Castro), and destabilizing countries through activities such as
Operation Mongoose undertaken against Cuba in the 1960s This
latter project attempted to disrupt the Cuban regime by a wide
variety of measures, including making Castro's beard fall oat and
sabotaging the Cuban economy (U.S., Congress, Senate 1976, pp.
147-56). Actual and presumed CIA interventions could be docu-
mented and speculated on at great length. But the central concern
here is with the structural mechanisms of imperialism.

The Military Assistance and the Support of Military Dictatorships

Considerable imperial power is exercised through the supply of
equipment (grants and sales) and the training of the officers of
less-developed countries. The operation of this imperial process
was candidly revealed during the 1960s when the ideology of U.S.
military assistance was more explicit than in the "post-Vietnam"
atmosphere when the public military statements were in tune with
the general rhetoric of human rights, nonintervention, and economic
development. Those that ran U.S. foreign policy in the 1960s talked
openly about the importance of mobilizing the militaries of the less-

developed countries in the defense of U.S. state and transnational
interests:

The U.S. is the focus of power in the free world struggle for national
independence and economic progress; but the U.S. cannot be every-
where at once, doing everything the best. The balance of forces and
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the
option necessary in today's challenging world can be achieved only

with staunch friends, well armed and ready to do their part of the job.*
_ . . without a military assistance program we would not be in as

influential a position to shape and influence the form of the military

forces in these developing coun tries .f

The U.S. military assistance effort is directed to suppressing

radical
movements that would establish noncapitalist economies,

whether Communist or nationalist:

There are . . . those groups which see a chance to seize power in the
atmosphere of dissatisfaction and unrest which results from unsatis-

factory social and economic progress. These latter groups are usually
but not always aided and abetted from abroad.

It is for this reason that our military assistance program for Latin
America continues to be oriented toward internal security and civic
action. . . . Governments must be able to eliminate violence if peace-
ful change through democratic processes is to be achieved. Accordingly,
the specific objectives of the military assistance programs for Latin
America are to encourage and support the development of indigenous
forces capable of maintaining internal security against threats of vio-
lence and subversion and of dealing effectively with guerrilla warfare
and the clandestine movements of men and armaments across land
sea, and air borders. . . . ft

The Colombian army was unable on its own to crush peasant
"P isings during the 1950s. It was only after extensive counter-

S?Cy t

f

aining by the United States in the earfy 1960s thatpeasant resistance was defeated. Similar U.S. training and supplies

militar?!
Z emala

'
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'
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'
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. , 89th Cong., 2d sess., 1966, pt. 1 6.



206 / THE LOGIC OF IMPERIALISM

One of the most important parts of the military assistajJ

program in the less-developed countries is military training. Cad
ets

and military officers are brought to the United States or the Canaj

Zone for training. The intent of this program is to create a laj
ge

pool of critically placed persons who will constitute a bloc that
is

sympathetic to imperial interests:

Probably the greatest return on our military assistance investment

comes from the training of selected officers and key specialists at our

military schools and training centers in the U.S. and overseas. These

students are handpicked by their own countries to become instructors

when they return home. They are the coming leaders, the men that will

have the know-how and impart it to their own forces. I need not dwell

upon the value of having in positions of leadership men who have first

hand knowledge of how Americans do things and how they think. It is

beyond price to us to make friends of such men*

The potential leaders, who will have contact with large numbers

other troops in their instructional capacity, are kept in close tou

with the U.S. military missions in their countries after their return.

Military officers are brought to the United States in good part

order to win them to pro-U.S. values. This exposure can not b"

impress the soldiers. There are two kinds of such "orientati

visits": those that are a part of the more general military traini

program and those designed purely for ideological purposes. These

latter tours are not included in the statistics of military trainees but

leave their impact nonetheless:

We do . . . bring officers to the U.S. In the last two or three years

there has been a substantial effort while these men are here to expose

them to more than simply the military training . . . but to . . •
let

them see something of our society and how our economy works, to

visit people in their homes, to visit businesses, farms, and so on, so that

they get a much broader impression of the American society then they

would simply from their attendance at the military school .f

In addition to training military cadres, the United States rnatf

tains groups of military advisors throughout the less-devel v

Testimony of Robert McNamara, Secretary of Defense, U.S., Congress, ^
Committee on Appropriations, Foreign Operations Appropriations for t

Hearings..., 87th Cong., 2d sess.,1 962, pt. 1:359. Cov
tTestimony of David Bell, Agency for International Development, L

y^ /fl
#*,

gress, Senate, Com'mittee on Foreign Relations, Foreign Assistance and k

Agencies Appropriations forFY 1 965, 88th Cong., 2dsess., 1964a,p. 211.

STATE AND MILITARY INTERVENTION
/

intries. The functions of these military missions include: first,

Aching military skills to large numbers of local soldiers, encompass-
te

both the handling of equipment and increasingly the techniques

j*jr c0unterinsurgency;
second, advising the local military establish-

ments on every aspect of their military programs, particularly on

plotters dealing with the acquisition of new equipment and the

organization of training programs; third, managing all the local

aspects of the overseas military training programs including screen-

ing and follow-up; and fourth, creating goodwill between the local

military leaders and the United States, increasing solidarity between

the militaries, and increasing the probability that the local military

elites will act in the U.S. interest (Estep 1966).

Most of the modern military equipment used by the less-developed

countries is produced by the United States, Great Britain, and France

(with most of rest coming from the Soviet bloc). A good share of

this was traditionally provided gratis as U.S. surplus to such countries

but increasingly sales are replacing grants.

The world strategy of the U.S. use of military power to advance
the interests of its transnational companies is revealed by the distri-

bution of U.S. government military aid and arms sales in the 1950-79
period (see Table 6.2). In East Asia and the Pacific the total amount
of U.S. military assistance plus arms sales in this 30-year period
represented 149 percent of the 1974 military budgets of all the
nonsocialist countries in this region. In the same period in South and
Southwest Asia it represented 245 percent. On the other hand, in
Latin America it amounted to 41 percent and in Africa to 31 percent.
It is clear that the U.S. government in this period saw imperial
interests most threatened in the Near and Far East and thus em-
phasized building up the local militaries in these regions. In some
areas where the United States was most involved, i.e., Southeast Asia,
the bulk of military supply was in the form of grants. In the Far
ast in the 1950-79 period military assistance was over four times
nat of military sales. But in other areas where there was consider-
le Profit to be made by U.S. private arms suppliers, i.e., the Middle
ast, the bulk was in the form of sales. In this region in the 1950-79

Period military sales exceeded military assistance by 23 times.
The use of military training also varies considerably by area. In

atin America in the 1950-79 period the ratio of total number of
^mtary personnel trained in the United States or the Canal Zone by

mirt
military ^presented 8.7 percent of the (1974) size of their

So ^es
- In Southeast and East Asia it was 3.7 percent. But in

tn and Southwest Asia and in Africa it was approximately 1

e
cent

- It appears that ideological indoctrination has played an
Pecially important role in building up pro-U.S. sentiments in the
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Latin American militaries, which in the 1970s came to rule virtu^
'

every Latin American country and almost universally implement^
I

policies highly favorable to the U.S. transnational corporation

and banks.

The United States has been especially active in building up the

militaries of certain key countries. In the Philippines in the 1950-79

period the ratio of U.S. military assistance to the 1974 military

budget was 228 percent, in Thailand 328 percent, and in Taiwan 334

percent. Of course, the United States has also heavily backed up the

South Korean, South Vietnamese, and Laotian militaries during

this period. In the Middle East the ratio in the 1950-79 period of

military sales to the 1974 military budget for Iran was 242 percent,

for Morocco 249 percent and for Saudi Arabia 1803 percent. In

Africa the United States was most involved in Ethiopia, where in the

1950-79 period U.S. military assistance represented 277 percent of

the 1974 military budget and military sales represented another 201

percent. In Latin America the U.S. material commitment has been

most heavily to Bolivia, Chile, Colombia, and Guatemala. In the

1950-79 period U.S. military assistance to Bolivia totaled 82 percent

of its 1974 budget, Colombia 71 percent, and Guatemala 63 percent.

Military sales totaled 90 percent of Chile's military budget and 125

percent of Guatemala's. U.S. ideological influence in local militaries

has been especially high in Bolivia, where the ratio of total U.S.

trainees in the United States or the Canal Zone from 1950 to 1979

represented 20 percent of the total 1974 strength of the military;

the Dominican Republic, where the ratio was 26 percent; Guatemala,

where it was 30 percent; and Nicaragua, where it was 81 percent. It

has also been exceptionally high in the Philippines, where the ratio

was 30 percent. It is no coincidence that the militaries have played a

central role in directly ruling or propping up probusiness and espe-

cially repressive regimes in all of the countries in which U.S. assistance

has been focused except Colombia (where the primary concern has

been on suppressing long-term peasant insurgency).

U.S. government policy has normally been to encourage and bacK

up military dictatorships favorable to U.S. transnational interests

in the less-developed countries through both military and econorni

assistance. Table 6.3 demonstrates the pattern. When military coup

occur that overthrow regimes hostile to U.S. economic interests

the U.S. state typically increases its economic and military assistan

to the new repressive regimes. For example, total U.S. and mu

national assistance increased by 112 percent after the BraZlU

military overthrew the progressive Goulart government in 1964;
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prcent after the Chilean military overthrew the Allende govern-

770 Per
19?3 . by over 50 times after the CIA-supported military

i*
ent "\

ion overthrew the anti-U.S. Arbenz government in Guatemala

inte1
a<U- by 900 percent after the CIA-organized coup restored the

in V Vlran to the throne in 1953; and by 161 percent after Marcos

Sh
tred martial law in the Philippines in 1972 (see Table 6.3).

de
q nee the Cuban revolution the United States has given consid-

hil emphasis to building up effective counterinsurgency-onented

rZ forces in the less-developed countries. Especially after the

United States got bogged down in Vietnam, U.S. strategic thought

n rounterinsurgency came to stress early and massive action against

Jreents or potential insurgents before they had a chance to root

Ihemselves in the population. Highly trained paramilitary police and

Snt intelligence apparatuses, such as the ex-Shah',
;
U.S.-trained

Lark were built up that had the capacity to "identify and neu-

tralize'' dissidents before they had an effective mass movement

behind them (and without causing major disturbance)^ In 1971 U .S

Under Secretary of State U. Alexis Johnson stated. ™ectl™
policing is like 'preventive medicine.' The Policecan deal with

threats to internal order in their formative stages. Should they not

be prepared to do this, 'major surgery' would be needed to redress

these threats. This action is painful and expensive and disruptive in

itself" (Klare and Arnson 1979, p. 157).

The U.S.-encouraged police policies of heavy use of informants

widespread detentions and systematic torture, and assassination of

political leaders have been the essence of "preventive medicine.

The United States both trains and equips the political police and

antiriot squads in the less-developed countries. In the 1973-76

period the United States sold 24,000 handguns, three quarters of a

million rounds of ammunition, over 20,000 tear-gas grenades, 3,000

gas guns, and 3,000 containers of Mace to Latin America police

(Klare and Arnson 1979, p. 162).

There have been considerable changes over time m U.S. military

support for the transnational corporations in the less-developed

countries. Through the 1970s the United States radically reduced

its military assistance program to the less-developed countries as well

as significantly reduced its involvement in the training of military

officers. On the other hand, the sale of U.S. military equipment has

increased considerably. The general replacement of grants of U.S.

Military equipment by purchases in good part reflects the declining

economic position of the United States. The United States must

rely more on sales than grants in order to help its balance of pay-
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.1

ments. It also reflects the radically increased purchasing power
0f the Middle Eastern OPEC countries, which have been spending
tremendous sums on arming their militaries.

In East Asia since the end of the Indochina War U.S. military
assistance and training has declined significantly in each year. In
1979 the United States provided only $29 million dollars worth of
assistance and trained only 762 officers in this region. On the other
hand, U.S. arms companies sold $1.5 billion worth of equipment in

this same year. In the Near East, where neither military assistance

nor military training has ever been very important, U.S. arms manu-
facturers sold an average of over $7 billion worth of arms in each
year from 1976 to 1979—a lucrative business indeed. In Latin
America, where U.S. military assistance and training peaked in the
1960s in the wake of fear of the spread of the Cuban revolution,

there has been a steady decline in both military assistance and
training (see Table 6.4). In general, these trends suggest that the U.S.
ability to influence the officer corps of other countries through
training in the United States has declined considerably. The militaries

of the less-developed countries have been taking increasing responsib-
ility for educating and training their own officers within their own
countries (although very often with technical advisers from the
United States or other advanced capitalist countries playing a role
in their programs).

As Table 6.5 reveals, there has been no decline in the proportion
of the modern arms of the less-developed countries supplied by the
United States since the 1950s. In fact, after 1973 the U.S. share was
higher than ever. While in the 1950s the United States supplied
approximately one-third and in the 1960s approximately 31 percent
of all major weapons imports, in the 1973-77 period it was 41
Percent. In the 1973-77 period the United States supplied 74
percent of the major arms imports of the countries of the Far East,
35 percent of those of the Middle East, and 18 percent of those
of Latin America. It should be noted that the traditional position
of the United States as the major arms supplier to Latin America
has been largely eroded and the position of the United States in
Africa has declined relative to what it was in the 1960s. The prin-
cipal change has been that in the pre-1974 period most military
equipment was provided as military assistance, but since 1974
most has been provided through military sales. In the 1950-67
Period the ratio of total military assistance to military sales was 3.1;
81 1979 it was .008 (see Table 6.5).
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SUMMARY

The transnational corporations and banks cannot operate in f

less-developed countries without a strong imperialist state behi

them. Such an imperial state acts to preserve the basic ground ruj^

that allow them to trade and invest profitably and intervenes in the

interests of specific corporations in concrete situations. Both sta-

tural and instrumental mechanisms appear to play an importai

role in ensuring that the state in the advanced countries serves the

interests of transnational capital. There are contradictions among
transnational interests that in good part reflect these contradictions

of the imperialist system. The states in the advanced countries can

be expected to continue to actively support their transnational

corporations even while there are fluctuations in the degree of that

support—fluctuations that result from oscillating social pressures

and shifts in the dominant power bloc or governing coalition in the

developed countries.

Military power has long been and continues to be a primary

instrument of imperialism in the less-developed countries. In the

pre-World War II period the imperialist countries frequently used

their militaries in direct support of their business interests. But in

the post-World War II world with the rise in nationalist consciousness

and the growing strength of both national liberation movements

and the socialist countries that give assistance to them, Western

imperialism has found it more difficult to use direct military inter-

vention (especially in the post-Vietnam world). As a result, military

power has largely come to be exercised through surrogates who are

armed and advised by imperial powers like the United States (e.g.,

the Shah of Iran) and through building up strong pro-Western mili-

taries throughout the less-developed countries that can make coups

d'etat in support of their local ruling classes and the transnational

economic interests when necessary to prevent social revolution

as well as progressive social drift. However, as military assistance

programs and the training of officers of the less-developed countries

in the West declines, the ideological and military influence of the

Western militaries over those of the less-developed countries would

seem to be declining. The possibilities of increasingly independent

policies on the part of the militaries of the less-developed countries

seem to be increasing.

7

THE

THE ECONOMIC
DOMINATION OF
LESS-DEVELOPED

COUNTRIES

It is not only through the threat of military intervention and the

build-up of conservative proimperialist military establishments m

teles -developed countries that the domination of he.advanced

capitalist countries is guaranteed. There is in ^*°» »

range of economic and ideological mechanisms of domination^ This

chapter examines the domination of the loc*

their most advanced and key economic sectors, by

transnational corporations, the trade dependence that subject
,

the

less-developed economies to enormous pressures from the wealthy

countries which buy almost all their exports and from which they ge

almost all their imports, the foreign assistance from both national

and multinational agencies that requires the local governments to

follow policies agreeable to the transnational corporations as a

condition for credit, and the debt dependence that can amount to a

form of debt bondage.

FOREIGN INVESTMENT AS A MECHANISM OF DOMINATION

The greater the involvement of transnational corporations in a

less-developed country the greater the economic power that tne

transnational corporations have in that country. Four centra

aspects of domination can be distinguished. First, the greater the

overall proportion of an economy directly controlled by trans-

nationals the less the ability of the less-developed country to contro

its own destiny. Second, the more concentrated foreign investment

217
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is in the hands of one metropolis (a single transnational corporation,

a single advanced capitalist country, or a coordinated set of trans-

national corporations or countries) the less able the less-developed

economy is to govern itself. If there are noncoordinated competing

transnational corporations (e.g., Italian or Japanese petroleum

companies competing with the U.S.-British majors) the less-developed

country is more independent since it is able to play one set off

against another. Third, the more central the transnational invest-

ment is to the economy, the more it is concentrated in sectors with

the maximum linkages to other parts of the economy and thus has

the greatest effect on overall growth and development patterns

(e.g., high-technology capital goods, finance); the less-developed

country is more vulnerable since a given action of a metropolis is

magnified through its linkages with the rest of the economy. Fourth,

the more total the concentration of decision making of the trans-

national corporations is in the hands of officials of the transnational

corporations, the greater the metropolitan power is over the economy.

Transnational corporations prefer total or at least majority ownership

of their operations in the less-developed countries, a legal status

equivalent to local citizens, and the lack of restrictions on what they

can import, export, manufacture, repatriate, and so forth. However,

under some conditions, transnational corporations invest in minority-

owned projects or even, as in many socialist countries where they can

secure no ownership rights at all, essentially sell their technology and

organizational know-how for a set amount or share of sales for a

fixed period. Under these latter conditions, foreign investment is

essentially subordinated to an overall economic plan whose goals

are established locally. Even when transnational corporations

agree to invest with minority ownership or no ownership rights

at all, however, the fact that their continued involvement is deter-

mined by worldwide profit considerations makes the local economies

vulnerable to them, although less so than if they had the majority

ownership that implies essential decision-making powers.

Transnational corporations invest in the less-developed countries

in order to maximize their profits on a world level. They are oriented

to the world, not to the individual countries where they invest.

Consequently all their decisions to invest, repatriate profit, what to

produce, what prices to charge, how to produce, to expand, and so

forth are not made out of considerations for the all-around develop-

ment or social goals of the local countries. This is especially true

of export-oriented investments, such as raw materials, whose pro-

duction is governed by the conditions of the international market

and thus is largely a product of demand and monopolization
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advanced capitalist world. In manufacturing investment, which

geared to selling goods in local markets, local demand and govern-

ment regulation (such as tariff policy and restrictions on certain

f! ds 0f imports) play an important role, yet, nevertheless, trans-

national corporate decisions are still made within the international

framework of profit maximization.

Foreign firms typically strive to maximize their profits by

establishing monopolies in the relatively technology-intensive

industries where their advantage is most pronounced. Transnational

firms have advantages in competition with local firms beyond their

technological sophistication. Because of their international resource

base they have superior market power, a superior ability to weather

setbacks and survive competition. Because of their international

position they often have easier access to local credit from private

sources than do local businesses—metropolitan firms are considered

better credit risks. In addition, they have access to funds from

metropolitan foreign assistance programs (such as the U.S. Export-

Import Bank) that are often denied to local businesses. Metropolitan

firms also have the advantages of control over patents, licenses,

expertise, public relations, advertising, brand identification, and

political influence with the metropolitan states, which exert pressure

on the local governments (see, for example, dos Santos 1968).

The Forms of Transnational Investment

The transnational corporations have historically preferred to

wholly own their overseas subsidiaries and to be granted raw materials

concessions so that they can exercise full control over their opera-

tions. However, in the period since formal independence there has

been a tendency for the "host" countries to press for joint enterprises

with local capital, or even, in some cases, total ownership with
various forms of service or managerial or technical assistance con-

tracts with the transnational corporations to run, or at least aid in,

production. For the most part, in spite of various forms of local

participation in transnational enterprise, fundamental control over

economic decision making remains in the hands of the transnational

corporations. Local participation is in fact largely limited to a

growing share of the profits.

The tendency toward local participation has mostly occurred in

raw materials, especially petroleum, and has been only a minor
current in manufacturing (at least since 1950). A study of the

Manufacturing affiliates of 180 U.S.-based transnational corporations
in the less-developed countries showed that in 1975 67 percent of
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those that had been established before 1951 (and for which data
\v

available) were wholly owned subsidiaries and another 14 perce^
were majority owned. While those established in the 1950s were 43
percent wholly owned and 23 percent majority owned, those estab
lished in the 1960s were 42 percent wholly owned and 18 percent
majority owned, and those established between 1971 and 1975 were
44 percent wholly owned and 17 percent majority owned. Thus

about 60 percent of the new subsidiaries established in the 1960s and
1970s were legally controlled by the transnational corporations
down from 70 percent in the 1950s but not a very significant decline

(United Nations Economic and Social Council 1978, p. 228).

Of the transnational subsidiaries that were initially formed as

wholly owned subsidiaries 15 percent since came to be jointly

owned. Half of this 15 percent remained majority owned, and
only in 4 percent of the cases did locals come to obtain majority

equity. Of those transnational corporations that were initially

established as joint ventures, 10 percent later became wholly owned
subsidiaries of the U.S. transnational corporations. Thus the trend

for initially wholly owned subsidiaries to involve local private and
state capital is mostly neutralized by the tendency for such capital

to be withdrawn from joint ventures (United Nations Economic
and Social Council 1978, p. 230).

The trend toward local ownership has been considerably more
significant in the petroleum sector. Between 1973 and 1975 many
of the OPEC countries nationalized (with agreeable compensation),

or bought a majority interest in, the major transnational petroleum

companies operating within their borders. While in 1972 the trans-

national petroleum companies owned 88 percent of the crude oil

production in the market economies, this was reduced to 38 percent

in 1975. However, the transnational companies continued to domi-

nate production, refining, and marketing. In 1972 the transnationals

had 83 percent of refining capacity and owned 85 percent of the

distribution network, while in 1975 they still owned 76 percent of

refinery capacity and 79 percent of marketing. In addition they

generally continued to manage production and exploration in the

OPEC countries (United Nations Economic and Social Council

1978, p. 55).

Within the OPEC countries the transnational petroleum com-

panies' share of crude petroleum production in 1972 was 91-?

percent, but by 1977 had been reduced by 24.9 percent. Petroleum

refining in the OPEC countries was largely nationalized in the mid-

1970s as well. While in 1972 65 percent of refining capacity in the

less-developed countries was owned by the transnational petroleum
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nies, in 1977 only 16 percent was. However, since throughout
1
0,11

1970s only about 15 percent of the petroleum produced in the

the
c countries has been refined there (85 percent being exported as

°? mostly to the developed capitalist countries), this has made
l

'rU
^fference for the world control of refining, which has remained

Ut

the hands of the major petroleum companies.
m

The transfer of formal ownership of the bulk of both petroleum

duction and refining within the OPEC countries did not negatively

Effect the transnational petroleum companies. While their average

Innual profit in the less-developed countries was $1.9 billion a year

and their rate of profit on total investment 28 percent in the 1970-

72 period, in the 1976-78 period their average profit was $3.2

billion a year and their average rate of profit 90 percent. Their

considerably increased profit position was reflected in their annual

new investment (including reinvested earnings) in the less-developed

countries. It increased from around $475 million a year in the

1970-72 period to around $900 million a year in the 1977-78 period.

It should be noted that the increase in the profits of the transnational

petroleum companies occurred in spite of the value of their direct

investments in the less-developed countries shrinking from $7.4

ion at the end of 1972 to $2.5 billion at the end of 1975 (ex-

ing to $4.5 billion at the end of 1978). In 1973 and 1974 a

net total of $8.6 billion was withdrawn from petroleum investments

in the less-developed countries because of the nationalizations of

those years (U.S. Department of Commerce 1980a, Tables 1, 2, 4).

The transnational petroleum companies have demonstrated that

formal nationalization of petroleum resources and their replacement
by majority-owned joint enterprises (as in Saudi Arabia) or technical

and managerial contracts without equity (as in Iran and Venezuela)

together with their continued domination of world refineries and the

Marketing network makes their operations in the less-developed

countries more profitable than ever.

!t should also be noted that the nationalization of petroleum
resources in the less-developed countries was followed by a doubling
ln the annual rate of profit of the U.S. transnational petroleum
c°mpanies' operations in the other developed capitalist countries
(from 4.4 percent to 8.9 percent) and an increase in the average
j^nual profit in the 1971-72 period to the 1976-78 period of from
*570 million to $2,200 million. This indicates that the U.S. petro-
eUrn companies are now taking a much higher proportion of their
0verseas profits in the developed countries, approximately 40 per-

^t of the total in the 1976-78 period as compared to 26 percent
n ^e 1970-72 period. They thus appear to be taking advantage of
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their continued domination of refining and marketing to reali
2e

relatively more of their profits on the European and Japanese end 0{

their most profitable business of selling OPEC oil.

Not only should it be stressed that local participation in ownet.

ship in no way hurts the profitability of the transnational corp0ra.

tions, it should also be noted that majority participation by the l 0Cal

government in a joint enterprise with a transnational corporation

does not necessarily imply that the transnational lose control over

fundamental decision making. Joint enterprise agreements often con-

tain stipulations that the transnational representatives on the joint

board, although a minority, must approve of certain key decisions

(i.e., they have veto rights). It is also common for the local state with

majority equity to entrust the management of the joint enterprise

to the transnational corporations under management contracts,

with the board relegated to a perfunctory role. In fact, the trans-

national corporations have found considerable advantages in local

participation, including the diffusion of nationalist hostility against

them, easier access to government subsidies, qualification for pnvi-

leges available only to locally owned enterprises (e.g., import licenses

and governmental permits to operate in certain sectors), and generally

good relations with local governments. Even total ownership by

locals with the transnational corporations simply being given a

contract to manage or provide technical services, leaves considerable

power in the hands of the transnational corporations that continue

to have control over international marketing and high technology

(United Nations Economic and Social Council 1978, pp. 102-22).

The Degree of Control Exercised through Transnational Investment

The total flow of new overseas direct investment to the less-

developed countries increased rather rapidly from an annua]|*verag

of $2.2 billion a year in 1965-67 to $9.0 billion in 1975-76 nam

eating that new investment from the developed countries was p*yM»

an increasingly important role in the economies of the less-deveiop

countries. The U.S. share remained at approximately one-halt oi

total (United Nations Economic and Social Council 1978, p.

In 1967 affiliates of the U.S. transnational corporations °ver

accounted for a total of 10.3 percent of all sales of all foreign
^

,

tries outside of the socialist world. In the same year they•
accou

for 8.7 percent of the GDP of the less-developed capitalist coun

These shares have increased considerably, especially m ™e
ps

developed capitalist countries. By 1976 14.5 percent of the u
^

of other nonsocialist countries and 15.8 percent of the uu
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HPveloped capitalist countries were accounted for by the

tlie
1

f US -based transnational corporations (see Table 7.1).

**eS Presents almost a twofold increase in the share of just the

ThiS
ed transnational corporations in the economies of the

U SSloped countries in just ten years.

leS
s-devei y ^ y g tnmsnational corporations was greatest in

L-ddie East and Latin America, where their sales accounted for

the MKW ig percent of the regionaI GDP respectively in 1976.

transnational impact increased most dramatically in South and

U 'S
; ZT&orn 3 percent to 9 percent) and the Middle East (from

I .tent to 30 percent) (see Table 7.1). The fact that U.S. invest-

X\Pts Tone accounted for 8.7 percent of the total GDPs of the

^developed countries in 1967 while representing 50.4 percent of

ts of all foreign investment from the developed countries suggests

ThTt total transnational sales must have accounted for roughly one-

iv'th of the GDPs of all the less-developed countries. Since the

US share of total world foreign investment declined from 53.8

nercent to 47.6 percent between 1967 and 1976 we can infer that

in 1976 total transnational sales must have accounted for approxi-

mately one-third of all sales in the less-developed regions (see Table

15 9) This represents a very rapid rate of growth.
"

Overall transnational penetration of various national economies

varies considerably. Table 7.2 reports available data for foreign

control of manufacturing in selected countries of the world Irans-

national economic dominance has been greatest in Nigeria (in 19btt

70 percent of total assets in manufacturing), Canada (in 1973 56 per-

cent of total sales), Malaysia (in 1971 50 percent of assets), Ghana

(in 1970 50 percent of sales), Brazil (in 1974 49 percent of sales),

Peru (in 1967 46 percent of sales), Turkey (in 1974 41 percent of

assets), and South Africa (in 1972 40 percent of assets). Among the

less-developed countries with the least transnational involvement in

manufacturing are India (in 1973 13 percent of sales), South Korea

(in 1974 11 percent of sales), Hong Kong (in 1971 11 percent of

employment), and Thailand (in 1970 9 percent of employment).

Transnational investments tend to be concentrated in the most

technologically intensive and central parts of the economies of the

iess-developed capitalist countries. This implies concentrations in

tfte largest most modern enterprises with the greatest linkages to

the rest of the economy. A study of the role of transnational corpo-

rations conducted by the U.S. Congress in the early 1970s provides

a Ve*y good picture of the real economic impact of U.S. transnational

corporations on the economies of the less-developed countries. The
results of this study of the impact of transnational corporations on
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TABLE 7.2: Estimated Shares of Manufacturing Held by
Foreign Enterprises, Selected Countries, and
Territories, 1973

Percentage Foreign Share of:"

Country or Territory Sales Employment Assets Year

Nigeria

Canada

Malaysia

Ghana

Brazil

56

50

49

52

70

50

29

1968

1973

1971

1974

1974

Peru

Australia

Turkey

South Africa

46

36 29 42

41

40

1969

1972/73

1974

1972

Central American

Common Market

Argentina

Singapore

Mexico

31

31

27

30

1971

1972

1968

1972

France

Germany. Federal

Republic of

Ur, ited Kingdom

27

25

14

19

22

10 16

1973

1972

1971

India

Korea. Republic of

Hor>g Kong

13

11

11

1973

1974

1971

Sweden

Thailand

Japan

Unit*d States

10

4

4

1974

1970

1972

1974

forei
fi 9 ures are not strictly comparable because the criterion of what counts as a

fln ownership of an enterprise varies considerably from country to country.
°ata not available.

Source: United Nations Economic and Social Council 1978, p. 263.
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r, i end Mexico are especially significant since it focuses on tw0

TfhP Three strongest economies and the two most populous coUn.

tri ps in Latin America. It is relatively more difficult to economically

Z^inate such countries than it is smaller countries, such as the

tinv Central American and Caribbean countries where a single U.S.

transnational corporation or bank can relatively easily dominate

rand often has historically) the entire economy (economies whose

GDPs are miniscule compared to the assets of the typical transna-

tional corporation).

In Mexico in 1972 U.S. transnational corporations controDed

21 percent of the 500 largest nonfinancial corporations, while all

transnational corporations controlled 32 percent. Foreign control

was significantly more pronounced in manufacturing. Transnational

corporations of all nationalities held 52 percent of the assets of the

300 largest manufacturing firms, while U.S. firms alone accounted

for 36 percent. Transnational concentration, measured by the

percentage of assets accounted for, was especially significant in the

more modern industrial sectors such as chemicals (68 percent),

fabricated metals (56 percent), nonelectrical machinery (95 percent),

electrical machinery (60 percent), transportation equipment (79

percent) and instruments (100 percent). However, transnational

corporations also predominated in such raw materials related sectors

as lumber (100 percent) and rubber (100 percent) (see Table 7.3).

The economic domination of the transnational corporations has

been growing rapidly in Mexico. In 1962 they accounted for 37.5

percent of all sales of manufacturing corporations with ten or more

employees. By 1970 they accounted for 44.7 percent. The growth

in transnational impact was most significant in food, printing ana

publishing, wood products, primary metals, and fabricated metals.

In Brazil in 1972 transnational corporations owned 32 Perc^
of the 500 largest nonfinancial corporations and 50 percent of tft

assets of the 300 largest manufacturing firms. U.S. translation*

corporations alone owned 12 percent of the top 500 nonfinancial

corporations and 16 percent of the assets of the top 300 manutac

turing corporations (see Table 7.4).

While the total assets owned by foreigners in manuf
*f

u™ ?

has held constant at about one-half of all the assets of the 300 large

manufacturing firms, the relative proportion of assets of manuiac

i

ing firms owned by U.S. transnational corporations declined from

percent to 16 percent between 1966 and 1972. Foreign owners" Y

increased most markedly in metal fabrication, electrical machine
£

motor vehicles, rubber, and plastics, while decreasing in nonmetai
^

ores, motors and industrial equipment, food and beverages,

petroleum refining. Throughout the period transnational corpo
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, , fcn dominate the most modem and key sectors SUch

TS •£"lectncal 2 nonelectrical machinery, and transport^

equipment as well as such raw materials export-onented industries
*

robb
The pattern of transnational dominance

advanced sectors holds for India as well. In 1974, while

\

0g>t LnaTcorpo a ons held only 13 percent of total manufactu,.

2?5SrKwS 33 percent of chemicals 52 percent of rubbe,,

?! Trcerlt of nonelectrical machinery, and 41 percen of fabncateo

meSs (United Nations Economic and Social Council 1978, p. 271).

Probably the sector in which transmittal <*>W°^™*
fton dominate is pharmaceuticals. For example, m 197^ in this

5^^%^^
a« Nigeria (Umted NatI0ns

Economic and Social Councrt 1978, P-™* .

a con5iderably

The transnational W^iffideJSLl countries thai

greater role in the export sector °« *e »ess dev P
transnational

they do in the domestic secto In 197b w
corporations alone were responsible for J7 Perce"'

o^tbele^lopedce^teli.^^^^ ^
Transnational corporations play an^^J^^

ieast in Latin America, m ^^'^^onel corporations

tured goods. In 1966, for example
of

accounted for 87 percent of all Me*'C0 * „ a whole in

Social Affairs 1973, p. 21).

TABLE 7.5: Foreign Sales of U.S. Subsidiaries/Total Exports of

the Region, 1976 ——

n

Percent of Sales/Exports^ J
Country

35.1

Latin America

14.7
Africa i-S.A.:

58.6
Middle East

17.2
Asia i -Japan i

All less-developed capitalist countries
:

Sources: U.S. DepartmenT^^^a; Un.ted Nations t978b.
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1*0* that the transnational corporations

» rtCI £J States gayJP—£
<fe

y
xP— ^n^Trrnolie-fthfUUoped

,
;>P'

dly
Transnational

control of the econ
^cally advanced

«i*
nJis <*Pecially -TCedX pharmaceuticals), fabricated

c0
untnes

h chemicals
(especially pn

ri
, mbbet, and

--hi"ery (b<>t

t ^tu "
in he Export' sector. The

^rtation equipment as well «
> ition m pursuit

«an P
!,ional

corporations use their Preemln v
subordinate the

^C loMmde P-^^yCe such tremendous influence

°f

nomic processes over which they^hav
ith the ^.around

countries in which theyeco

to

ec

operate

jrADE AS A MECHANISM OF IMPERIAL DOMINATION

A metropolis <an

poration, or set of coordinated advanu
less .developed

corporations) can^exercise con P°
of most iroports,

country through dominating its trade^ 1 PI
chnology

especially crucial materials such ^
h,^ ^ pQtent

manufactured goods, and the P™
Qn mmetrical power because

weapons. The metropolis exerciseE
;

nonV ^ advanced

the less-developed^^^0^ goods and sources

capitalist countries for both marKets ™
them . ThiS

of'supply than the^advanced inputs

is true both quantitatively in terms 01 Pr"P
economies .

The economies of the advances v
less.developed coun-

more flexible and diverse than are *™^J^™™^ dependent
tries. The less-developed countries are^^!^Ave J^nufac-
on the export of a few raw^ « ^"Ttbe capitalist

tured goods, and are unable to develop
q1 imports.

countries inhibit or stop the flow 01 mg

According to Alfred Marshall:

•^v i ffio effort supply a poor country with

The rich country can with little fot\*^ *

s the effectiveness

implements for agriculture or the^^^f^Me the rich

of her labor, and which she could not ™* f

£ of the things

country could without great trouble make for herself:mo

which she purchased from the poor ™*™™**%e

*Z therefore

fairly good substitutes for them. A stoppage o trad
,

wouia

generally cause much more real loss to the poor than to the

(Hirschmanl945,p.24).



232 / THE LOGIC OF IMPERIALISM

The less developed the high-technology capital goods sectmore difficult it is for it to produce substitutes for goodsZ * ^
a metropolis. As Albert Hirschman has stated:

off by

The mobility of resources includes the possibility of diverting canif ,goods to new purposes (i.e. their more or less 'specific' character
" ?geographically mobility of the factors of production, and abov
'

n*the abihty of labor to turn to new tasks. The inherent advanttg ^ '

respect to all these aspects of the mobility of resources l ef ovlwhelming
ly with the great manufacturing and trading Lntriesopposed to countries in which agriculture or mining predominate

(Hirschman 1945, p. 28).
UOI™nates

The more reliant a country is on trade in general to nroviJnecessary inputs and to secure the foreign exchange necessaTtpurchase such essential economic inputs, the more vulnerab^f
s npotential boycotts and restrictions on what it is able to buy ^ sellThe higher the level of concentration of exports in a s nl

o°uTv f'toT ^ -re vulnerao f
rnnrl t V % 1C ^ ^ of exportconcentration the more difficult it is to find alternative markershe lower the probability that a great part of it could be consumed
at home if the world market were cut off, and the greater the vul-nerab.hty to price fluctuations and market manipulations bymetropolitan countries.

a .in^ ™T C°nCe"tr

J
ted is a less-developed country's trade with

and ft
r°PfS

'

b
°,
th m t6rmS °f the Pontage of total imports

rnnt,,, ^T^6 °' t0tal exp°rts
'
the more vulnerable it is to

fmd n, L ^\ me'r°polis
-

This is ^cause of the difficulty of

and hi ^ ^ Jt
the l0SS °f SUCh a Prima^ trade partner

£&S£ lty of securing spare parts for equipment

The United States has used the trade weapon both against

Th hqqp ^ ™d nationalist ^gimes in the twentieth century.

iZ 1 *
^ b°ycotted until ^e mid-1980s; China was boycotted" tlm* of^ revolution until the mid-1970s; Cuba was boy-

cotted from the time of its revolution to the present; and North
Korea has been boycotted since the Korean War. The denial of,
or cutbacks in, high-technology exports or food as well as total
prohibitions on U.S. exports continues to be a central weapon in
attempts to control both socialist and nationalist nations, as the
examples of the USSR and Iran in 1980 demonstrated. Prohibitions
on the purchase of the exports of the less-developed countries have
also played an important role in the post-World War II period. Not
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t

did tne United States refuse to purchase Cuban sugar and
only

ge products of any kind, but it also was the principal protagonist
^ines

worldwicje boycott of Iranian petroleum exports in the early

in
*||

e

gftgr Iran nationalized the predominantly British oil interests

h t country. The prohibition on, or constriction of, U.S. exports
"'

1

country as well as boycotts on the purchases of the less-developed
t0

untry's
exports can and has caused enormous economic problems

°
the smaller countries, such as Iran and Cuba, which are so heavily

pendent on the foreign exchange earned through such exports,

prohibitions on U.S. exports to such countries also causes major

dislocations because of the impossibility of securing spare parts for

equipment already in place. Measures short of total boycotts are

also effective, such as the refusal to sell goods on credit, prohibitions

on the export of advanced machinery such as computers or oil

drilling equipment that the less-developed countries desperately

need to modernize their economies, and denial of "most favored

nation" trade status.

As shown in Table 7.6, the less-developed countries have consis-

tently sold between 70 percent and 75 percent of their total exports

to the more-developed capitalist countries and consequently have

been heavily dependent on them. They are in a most vulnerable

position in the event of either economic recession in the advanced
countries or politically motivated boycott on the purchase of their

export commodities. On the other hand, the total percentage of

their exports that has gone to the United States has declined some-
t, especially for Latin America. This indicates a somewhat
ased independence caused by increasing diversity of trading

partners. The rather significant increase in the total share of African
and East and South Asian exports going to the United States also

indicates an increased independence from their traditional heavy
reliance on European, especially British and French, export markets.

While from 1955 to 1970 the proportion of the less-developed
countries' imports coming from the advanced capitalist countries
was identical to the proportion of exports sent to them (about 72
Percent), in the course of the 1970s the proportion of total imports
coming from these countries has declined, mostly because of their

Purchase of OPEC oil. The decline in trade dependence on the
nited States is more marked here than is the case of exports. This

I

s especially the case in Latin America, where the percentage of total
jhiports coming from the United States declined from 40 percent
ln 1955 to 28 percent in 1976 (see Table 7.7).

Trade dependence of the developed countries on the less devel-

oped is much less than that of the less developed on the developed.
n 1976 only 22.9 percent of the total exports of the developed
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capitalist countries were to the less-developed countries, and
27.2 percent of their imports were from them (these figures

i n
were 27.7 percent and 28.1 percent respectively) (United Nat'
1979a, Table 3.3). The advanced capitalist countries mostly ti°?
with each other. Consequently, a boycott of the developed c
tries by the less developed is in general much less damaging tha

n

boycott of the less developed by the developed.

In summary, the principal trend of the 1955-76 period was
diversification of the less-developed countries' trading oartne
among the advanced capitalist countries. This provided the wj
developed countries with somewhat more room for maneuver
But except for the effect of the increased value of the exports of
the OPEC countries, there appears to have been no significant
diversification of either the imports or exports of the less-developed
countries to either the socialist or to other less-developed (non-
socialist) countries. Further, there has been no tendency for the
dependence of the advanced countries on the less developed to grow.

More significant than the slight trend toward diversification of
trading partners is the trend away from the concentration of exports
in one or two commodities that had for so long been characteristic
of the less-developed countries. Between 1968 and 1976 the diversi-

fication index of commodity concentration as computed by the
United Nations increased for 75 of the less-developed countries and
decreased for 33. The diversification index used by the U.N. takes

into account both the share of each export commodity in the total

exports of a country and the share of that export in total world
exports (see United Nations 1979a, Table 4:5).

The clear overall trend in the direction of export diversification
is shown in the selected list of countries presented in Table 7.8. In

1965 47 percent of Argentina's exports were either meat or wheat;
by 1977 this had decreased to 21 percent. Coffee represented 44

percent of Brazil's exports in 1965, but only 19 percent in 1977.
Chile's exports were 79 percent copper in 1965 and 54 percent in

1977. While in 1965 sugar was 49 percent of the Dominican Re-

public's exports, in 1977 it was only 30 percent. Cotton exports

were 56 percent of the Egyptian total in 1965 and 27 percent in

1977. Malaysia's exports were 39 percent rubber in 1965 but only

23 percent in 1977. There are important exceptions to the predom-
inant trend. For example, Kenya's concentration on coffee increased
from 30 percent to 48 percent, Morocco's on phosphates increased
from 25 percent to 36 percent, and the Sudan's on cotton from 46
percent to 69 percent (see Table 7.8). But the overall trend is

clearly in the direction of export diversification, with the consequence
that the less-developed countries are now somewhat less vulnerable

TABLE 7.8: Concentration of Exports of the Less-Developed
Countries

Percentage of All Exports

Accounted for by Given

Commodities

1965 7977 Principal Exports

Argentina 47.0 20.6 meat, wheat

Brazil
44.3 18.9 coffee

Chile
78.6 copper

63.8 62.7 coffee

Dominican Republic 49.1 29.7 sugar

Guatemala 49.1 44.6 coffee

Honduras 59.3 58.5 coffee, bananas

Nicaragua 62 1
ceo55.2 cotton, coffee

Peru 41.5 33.1 copper, fishmeal

Egypt 55.6 27.3 cotton

Kenya 29.9 47.6 coffee

Morocco 25.4 36.0 phosphates

Sudan 46.1 69.0 coffee

Tanzania 30.9 36.1 coffee, sisal

Zaire 56.0 40.7 copper

Burma 62.2 56.9 rice

India 32.8 8.6 jute fabrics, black tea

Malaysia 38.6 22.6 rubber

Note: This table lists the major countries of Latin America and the larger countries of

^sia and Africa that are not petroleum exporters and for which data were available in the

w.F. Financial Statistics Yearbook for 1979.

Source: International Monetary Fund 1979b.
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to price fluctuations, market manipulations, and product restriction

and boycotts by the developed countries.

FOREIGN AID AS A MECHANISM OF DOMINATION

Foreign assistance by the U.S. government to the less-developed

countries is a particularly effective mechanism of control (as well

as a most profitable enterprise for the transnational corporations).

Most foreign economic assistance is in the form of loans (with

interest), repayable in dollars—dollars which can be earned only

by increasing exports (which thus have the effect of encouraging

export specialization). Foreign assistance is thus a major com-

ponent in the growing debt problem of the nonpetroleum exporting

countries.

The foreign assistance program of the U.S. government is con-

sciously conceived as an instrument to direct the affairs of the less-

developed countries in the economic interests of the transnational

corporations and the political interests of the U.S. state. This point

was made over and over again before congressional committees

during the 1960s, a period in which frankness was more the rule

than in the post-Vietnam 1970s, when official rhetoric stressed

"human rights" and economic development. According to former

Secretary of State Dean Rusk

:

Foreign aid is basic to U.S. security. Without it, many countries

undoubtedly would have been subverted or overrun in the past two

decades. ... I am convinced that our foreign assistance programs

have served us well. In fact, foreign assistance has been our primary

means of helping to guide the economic, social, and political evolution

of most of the countries of the non-Communist world*

The same points were made more bluntly by a former director of the

U.S. Agency for International Development (AID), the principal U. •

government agency for foreign aid:

Foreign assistance, ... is a primary instrument of U.S. foreign

policy. It is carefully tailored to advance U.S. interests in each unique

country situation. The world with which the U.S. must deal is restless,

testimony of Secretary of State Dean Rusk, U.S., Congress, Senate, Com^
tee on Appropriations, Foreign Assistance and Related Agencies Appropua

forFY 1966, Hearings 89th Cong., 2d sess., 1965, p. 94.
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bulent,
and uncertain. The likelihood of a direct military confron-

tU

n of the two big powers may recede somewhat, but, there is an

leasing and equally dangerous threat to the security, progress,

, freedom of the less developed countries from the Communist

vv rid. .- It is important to our own economic progress to help

vpand the economies of the developing countries, thus opening

opportunities for large scale trade and productive investment.*

The foreign assistance program is clearly conceived as a mechanism

vhich the less-developed world can be dominated and directed in

the
interests of the U.S. state and transnational corporations. Aid is

used to get the recipient countries both to pursue economic policies

agreeable to the U.S. transnational corporations and to pressure them

to adopt protransnational social and political policies:

External aid is most effective when tendered at the optimum time to

support and encourage national programs, not when it is given as a

reward for some earlier accomplishment. For the first time, the U.S.

aid program in Latin America can, by extending or withholding of

assistance, have some influence over the actions of the nations' govern-

ments. We have, at last, a powerful combination to help the members

of the Alliance to create economic and social development programs

leading to political stability throughout the hemisphere. We have not

been afraid to use this new tool.f

More AID project money has gone to agriculture than to any

of the other categories of assistance except health and sanitation —far

more than to industry. For example, in the 1971-73 period 13

percent of all AID project funds went to agriculture as compared to

4 to 5 percent for mining and industry (U.S. Agency for International

Development 1971, p. 32; 1972, p. 28; 1973, p. 72). The official

U.S. theory of economic development dictates that agriculture

should have priority over industry. AID's efforts directly reflect

this thinking, and, of course, the economic interest of the U.S.

transnational corporations that want to avoid encouraging local

competition.

Not only are AID's projects concentrated on agriculture, but

the local governments are often forced to devote an increased pro-

Testimony of AID head David Bell, U.S., Congress, Senate, Committee on

foreign Relations, Foreign Assistance 1965, Hearings ... , 89th Cong., 1st sess.,

1965, pp. 73-74.

tTestimonv of Theodore Moscoso, U.S. Coordinator, Alliance for Progress,

U-S., Congress, House, Committee on Appropriations, Foreign Operations Appro-

bations forFY 1963, Hearings 87th Cong., 2dsess., 1962,pt. 3:8.
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nortion of their effort to this same sector as a condition of receiving

ssistance The U.S. economic assistance program acts to keep the

economies of these countries supplemental to that of the United

States

Not surprisingly, U.S. state policy is oriented toward promoting

private capitalism. U.S. assistance is not granted to state enterprises

in competition with private enterprise. In the 1971-73 period 6

percent of all AID project funds were for the category of "private

enterprise promotion." Former Secretary of State Rusk maintained:

... we are increasing our efforts to stimulate the private sector in

the developing countries and increase the role of U.S. private enter-

prise in our assistance program.

This is a basic aspect of our aid program. For until the energies

of all the citizens of a developing nation are involved in the job of

building a better life and until all can share in that life, there is no true

progress. Their own and foreign private enterprise can play a vital role

in stimulating and releasing these energies *

Further, in order to receive foreign assistance most countries are

typically required to grant favorable treatment to U.S. transnational

investments in their countries, i.e., not discriminate in favor of

nationally owned businesses, allow the repatriation of capital, not

expropriate U.S. interests, follow general economic policies designed

to create a "positive business climate" such as limiting aid to indus-

try, discouraging militant working class activity, cutting back on

social welfare programs, decreasing business taxes, and removing

constraints on private enterprise.

An important part of U.S. economic assistance goes to build up,

train, and support the local police in the less-developed countries.

It has been a tenant of official U.S. developmental theory that

political and social unrest must be pacified before significant econo-

mic development can take place. Guerilla movements and other

manifestations of discontent with the prevailing political ana

economic system must therefore be crushed. To this end AID has

established numerous "public safety" programs for police ttMning'

In the 1971-73 period 3 percent of all AID project funds (half tn

amount spent on education) were spent on public safety.

Population control has been a significant part of AID activities.

The official theory of development argues that a rapidly growing

Testimony of Secretary of State Dean Rusk, U.S., Congress, Senate, Cornm
2d

tee on Foreign Relations, Foreign Assistance 1966, Hearings . . . ,
89th Cong-,

sess.,1966,p.98.
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population undermines economic growth. The major obstacle to

development is seen as "too many people." As part of its answer to

the
problem of poverty, AID has thus been engaged in programs

designed to persuade the poor not to reproduce themselves. AID-

sll
pported programs were designed to develop an awareness of

the
population issue among government officials, educators, the

clergy, and other community leaders (U.S. Agency for International

Development 1965, p. 20).

The U.S. economic assistance program is specifically designed to

facilitate the growth of U.S.-based transnationals. Economic assis-

tance can not be furnished to any enterprise that competes with a

U.S. business, unless the company concerned agrees to limit the

export of its products to the United States to no more than 20

percent of its output (Morray 1968, p. 113).

A country that expropriates U.S. private investments must give

compensation satisfactory to the U.S. corporation affected or face

a total cutoff of U.S. assistance. Although not always enforced, this

provision of the Foreign Assistance Act is an important support

of U.S. corporate activities in the less-developed countries. AID
directly insures the foreign business activities of U.S. corporations:

AID seeks to increase investment by U.S. private enterprises in the

economies of friendly less-developed countries by guaranteeing inves-

tors against certain political and business risks. . . . The purpose of

the guaranty program is to encourage and facilitate those private U.S.

investments abroad which further the development of the economic

resources and productive capacities of such countries (U.S. Agency

for International Development 1963, pp. 7-9).

There have been two different kinds of programs. The Specific-

Risk Guaranty Program guarantees against so-called "political" risks.

This program insures against "inability to convert into dollars foreign

currency representing earnings on, or return of, the investment, or

compensation for sale or disposition of the investment, loss due to

expropriation or confiscation of the investment," and "damage to

the physical assets of the investment attributable to war, revolution

or insurrection" (U.S. Agency for International Development 1963,
P- 19). The other program is the Extended Risk Guaranty Program,
which provides that "The extended risk guaranty can cover against

l°ss due to all risks (excluding fraud or misconduct of the investor)

UP to 75 percent of an investment in a private foreign enterprise.

Both loans and equity investment are eligible. ..." (U.S. Agency
for International Development 1963, p. 19).
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There have been two types of direct loans from AID to private

US corporations operating abroad: local currency or "Cooley

loans," and dollar loans. The local currency generated by the sales

of U k surplus commodities is mostly loaned to local U.S. corporate

subsidiaries, thus making these loans do double duty in expanding

U.S. influence:

A.I.D. seeks to stimulate economic activity by private enterprise in

friendly less developed countries by lending to private firms local

currencies generated from the sale of U.S. agricultural commodities. .
.

.

Local currencies may be loaned to (1) U.S. firms or their branches,

subsidiaries, or affiliates for business development and trade expansion

in the foreign country, or (2) either U.S. firms or firms of the local

country for expanding markets for, and consumption of U.S. agricul-

tural products abroad.

Cooley loans may not be made for the manufacture of products

which would be exported to the U.S. in competition with U.S. made

products, and they may not be made for the production of commodi-

ties which would be marketed in competition with U.S. agricultural

products. Cooley loans to foreign firms (non-U.S. affiliated borrowers)

may be made only if they will be used to expand markets for U.S.

agricultural products (U.S. Agency for International Development

1963, p. 25).

Both U.S.- and foreign-owned businesses are also eligible for dollar

loans from AID.

In addition to the various AID programs described above, the

Export-Import Bank of the United States has a number of programs

designed to facilitate overseas investment by U.S. private corpora-

tions, subsidize U.S. exports, and exercise control over the less-

developed countries. The Export-Import Bank, in addition to its

long-term lending and trade credit activities, also guarantees the

credits issued by commercial banks in financing U.S. exports, loans

to commercial banks against their holdings of export debt obligations,

and assumes through the Foreign Credit Insurance Association all the

political risks of many overseas insurance policies of many of the

principal U.S. marine, casualty, and property insurance companies

(Export-Import Bank 1968). As is the case with AID loans, Export

Import Bank loans are often made to U.S. corporations operating

overseas. For example, from 1960 to 1968 over 35 percent oi

all Export-Import Bank credits going to the major countries o

South America went to U.S.- based transnational operatmg in tries

countries. The percentage of all loans granted to U.S. firms van

considerably from sector to sector. In the 1960s it was only ^
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nt of the total for manufacturing as a whole, but around 60

P
erC

t for the heavy equipment and chemical industries -the more
per

?Jm industrial sectors in these countries. It stood at over 90

m £ in mining, an area generally dominated by U.S. firms (accor-

rr?o datTprovided by L Export-Import Bank) A substantial

dl

H at foreign aid is granted by the U.S. government to U.S.-based

^nsnational subsidiaries in the less-developed countries.

economic assistance to the less-developed countries has

* wd since its peak in the mid-1960s. As a percentage of all

de W aSsince from the developed capitalist countries, as a

eC°n
eXeTf th I S GNP, and as a percentage of the GNPs of the

KST the decline has oeen marked. While in 1965 the United

Ss accounted for 58 percent of all the economic assistance

^ZeTbyte developed capitalist countries, in 1978 it was res-

ponse for less than 30 percent. In 1965 U.S. foreign assis^nce

amounted to .49 percent of the U.S. GNP but averaged around .25

o^cent from 1973 to 1978. The most precipitous decline has been

Tits quantitative impact on the less-developed countries. From

eP esenting 1.3 percent of the GNPs of the less-developed countnes

EKtthld shrunk to .35 percent by 1977 (see Table 7.9).

L the 1962-78 period 32 percent of all U.S. economic assistance

went to the Near Eastern and South Asian countnes 30 percent to

East Asian countries, 27 percent to }^f^^^J^^^l
to Africa. In terms of quantitative impact, U.S. assistance had the

most impact in the Near East and South Asia, where the 1962-78

5 Zunted to 13 percent of the 1974 GDP of these ^untries

as compared to 11 percent for East Asia 4 percent ^r A^jnd

6 percent for Latin America (U.S. Agency for International Develop

ment 1979, pp. 6, 9, 35, 67, 87).

In the 1960s about 45 percent of U.S. economic assistance was

in the form of grants. There has been a slight decline in the role of

grants. In the 1976-78 period about 40 percent was in this form

The proportion of total U.S. government economic loans and & ant

to the less-developed countries that took the form of official

assistance" and thus contained a significant subsidy component

(either in grants or low interest loans)-mostly Agency for Inter-

national Development programs-declined in relation to loans on

relatively commercial terms explicitly designed to finance UA.

exports-mostly funded by the Export-Import Bank. In the iw*-

69 period the latter category represented about 15 percent of the

total and in the 1976-78 period about 33 Percen\(
see

r̂
able
J;^nce

While in the 1960s over 90 percent of total

was in the form of grants, in the 1976-78 period only 36 percent was.
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As direct sales of arms by U.S. corporations to the less-deveW
countries have rapidly increased, the proportion of total U.S. gove
ment loans and grants that have taken the form of military assistan^
has declined from one-third in the 1960s to about 22 percent
1976-78 period. th<*

In the 1960s the total economic assistance from internation
agencies such as the World Bank averaged only about 37 percent t
U.S. economic assistance, by the late 1970s it came to exceed it ?
the 1976-78 period it averaged 1.24 times as much -over one-half
of it from the World Bank (see Table 7.10).

Far from being a "give-away program" or a humanitarian project
U.S. foreign assistance is an integral part of imperialism. It is designed
not only to control the less-developed countries, ensuring that their
economic policies favor the U.S. transnational corporations, but also
to serve as a support for both the exports and the overseas invest-
ments of U.S. corporations.

The Role of the Transnational Foundations

The major U.S. foundations, especially the Ford and Rockefeller
Foundations, play an important role in support of the policies and
interests of the transnational corporations with which they share a
common ancestry and pattern of control. The programs of these
two transnational foundations, paralleling those of official govern-
mental assistance agencies, focus on agricultural development,
population control, and development of educational institutions in

the less-developed capitalist countries.

The transnational corporations see themselves as initiating pro-
grams that official government agencies are unable to effectively
pursue:

Since private foundations are not subject to the multiple pressures
brought to bear on government, they can be flexible, highly selective,
and venturesome. The Foundation can provide specialists and other
assistance which, for political reasons, one country would not ask of
another government or which another government could not give. For
several years, for example, the Foundation has been able to contribute
foreign training and field-work assistance to government birth-control
programs in India and Pakistan, while the United Nations, the United
States Government, and other official bodies were debating whether to

participate in family-planning efforts. The Foundation has been able
to help fill requests for consultants at high levels in civil-service reform,
tax and fiscal policies, and economic planning. In the midst of the

Congo's turbulent first weeks of independence the Foundation was able
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set up training facilities for Congolese officials. Developing nations

have accepted as free of political overtones the evaluations and recom-

mendations of Foundation-financed consultant teams (Ford Foundation

1963, p. 3).

The transnational foundations are deeply engaged in the process

0f
"institutional development"—that is, in the shaping of institutional

structures in the image of what the foundations want these countries

to be.

Both the Rockefeller and Ford foundations give high priority to

agriculture rather than to industrial development:

The Rockefeller Foundation's activities in agriculture have contributed

to the development of certain new concepts that are radically affecting

policy and action programs in developing areas

Some national leaders have shown that they can become enthusiastic

promoters of agriculture, when it is clearly demonstrated to them, in

most cases by agricultural scientists, that it is technically feasible to

improve agricultural output substantially in a relatively short time.

More and more, agriculture is being recognized as a basic industry in

agrarian nations; leaders are realizing that orderly modernization of

agriculture must proceed at the same pace as other forms of industrial-

ization, if indeed it is not a prerequisite to all other development

(Rockefeller Foundation 1968, pp. 16-17).

The two foundations also believe and act on the assumption
that what is wrong with the less-developed countries is in good part
due to them having too many children. Thus, priority is given to a
reduction in the number of people instead of to social reorganization

:

Economic progress is particularly eroded by the high proportion of

children in rapidly populating countries. . . . Given all these needs,

only massive sustained action can apply the brakes to onrushing popula-
tion growth. . . . Since economists have maintained that a dollar

invested in fertility control is many times more effective in increasing

per capita income than a dollar invested in plant and equipment, fertility

control must emerge as an integral component in the development
process. . . . Since time is of the essence, and government response
is still inadequate to the population challenge, private efforts will

continue to play a major role (Ford Foundation 1964, p. 2).

. . . population increase now stands as a formidable barrier to

industrial and social development, and that even the largest inputs of
aid and technology will be nullified unless lower rates of increase are

achieved. The Foundation therefore is assisting projects which increase

the effectiveness of national planning policies (Rockefeller Foundation
1964, p. 38).
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Fully 49 percent of all Rockefeller allocations for grants and
program support in 1978 went for projects in the 1ess-develop^

capitalist countries. The most important Rockefeller effort was
directed to building up universities and other educational institutions

Nineteen percent of all funding went for this purpose alone. The
development of agriculture was closely behind, accounting for 15
percent of the total, while population control received 12 percent

The Ford Foundation in fiscal year 1978 allocated 32 percent of all

of its money to its international division, predominately for activities

related to the less-developed capitalist countries. Recipients in the

less-developed capitalist countries themselves received approximately

17 percent of all grants and program support from the Ford Founda-

tion, while population control received 4 percent, development

studies 2 percent, and international affairs, in good part oriented to

the less-developed countries, 7 percent.* It is not surprising that

institutions so closely linked to the U.S.- based transnational corpora-

tions are so involved in helping to develop and secure the conditions

favorable to their operation.

THE INTERNATIONAL FINANCIAL INSTITUTIONS AS
MECHANISMS OF DOMINATION

The International Monetary Fund (IMF) and the World Bank

together with various regional multinational financial institutions

play a central and growing role in the economic domination of the

less-developed countries. The loans of these institutions are closely

coordinated with those of both official governmental assistance

programs and the lending of the private transnational banks. In

general, the IMF plays the leading role for the whole metropolitan

system of lending and assistance. This multinational institution's

decisions about extending or refusing "balance of payments" loans

are the signal for individual governments and private banks to also

extend or refuse credit. The IMF's "seal of approval" is typically

decisive for a country badly in need of international funding or

rescheduling of its outstanding debt. Its power to influence the

economies of the less-developed countries is thus immense.
The International Monetary Fund is controlled by a handful

of the wealthiest capitalist countries with the United States pre*

dominant. In 1979 the ten leading capitalist participants controlled

*These figures are computed from data presented in the 1978 annual reports

the Ford and Rockefeller Foundations.

ECONOMIC DOMINATION OF THE LDCs /

percent of the votes (roughly proportionate to their financial

54"
hutions to the fund) while the United States alone controlled

^qoercent. There has been a tendency for metropolitan control

1
neral as well as the U.S. share to decline. But this tendency

in g
not changed the power bloc within the organization. In 1960 the

h3S
leading capitalist countries had 70.2 percent of the votes and the

rfited States 28.9 percent (International Monetary Fund 1961,

io79a) Control of the World Bank is identical to that of the IMF.

It
should also be noted that the international headquarters of both

organizations is in Washington, D.C.

The conditions for loans from the international financial institu-

tions particularly the International Monetary Fund and the World

Rank require that recipient countries adopt economic policies

favorable to private enterprise in general and the transnational

corporations in particular. Conditions for the short-term balance

of payments loans of the IMF* or the longer term developmental

assistance of the World Bank demand an "austerity program to

"stabilize" the economy that characteristically includes the follow-

ing:

1 Credit restrictions. So as to slow inflation and reduce wages, the less-

developed countries are pressured to raise their interest rates and otherwise

limit credit. This has the effect of slowing new investment by locals and hence

the economic growth of the domestically owned sector. In situations of tight

credit foreign firms that can bring in external financing, and often get pre-

ference in local finance markets as well, are at an advantage over local firms

Hence, this policy favors the takeover of industrial sectors by the transnational

corporations.

2 Emphasis on raw materials production. The local governments are en-

couraged to lend economic assistance to their raw materials sectors, especially

to agriculture. The loans of the World Bank itself are concentrated in the raw

materials sector and its supportive "infrastructure."

3. Decreasing government expenditures. Again, ostensibly to counter in-

flation, the local governments are pressed to follow austerity programs. They

are pressured to decrease their expenses, especially welfare and subsidies to local

manufacturing industry. This has the effect of decreasing the ability of govern-

ments to mobilize the economic resources of the country and consequently

expanding the influence of the transnational corporations. It also has the

effect of lowering the living standards of the working class and peasants.

4. Decreasing wages. Metropolitan financial institutions press the govern-

ments of the less-developed countries to "freeze wages" (typically resulting in

*For discussions of IMF policies see Frenkel and O'Donnell 1979; Kenen 1964,

chap. 5; and Kindleberger 1963, chap. 27.
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In
general, IMF-imposed "stabilization " programs are almost

.ossible to implement without repressive and authoritarian re-
» In fact, IMF approval goes most often to the "bureaucratic
authoritarian regimes that have become commonplace in the less

developed countries since the 1960s -regimes that have been fairly

effective in excluding the working class from politics, i.e., using
repression instead of legitimacy to acquire the support of interna-

tional lending agencies in realizing the state's capital accumulation
function.

The International Monetary Fund operates by making short-term
loans of hard currency (dollars, marks, yen) to the less-developed
countries that are having serious balance of payments deficits i e
are unable to pay for their imports with the proceeds of their exports'
The theory of such loans is that they allow a country the space to
restructure its economy and increase its exports through allowing
it to temporarily meet its bills. Lending by the IMF has increased
considerably since the 1960s. In the 1965-69 period annual balance
of payments loans to the nonoil exporting less-developed countries
averaged $466 million a year, in the 1970-74 period $694 million
a year, and from 1975 to 1978 $1,615 million (International Mone-
tary Fund 1979a). Its role in directly influencing the less-developed
countries has thus significantly increased

howev^f
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,'
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has considerably^creased since the 1960s. While in the 1962-69 period its loans to
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the less-developed countries averaged $1,017 million a year, in t]

1976-78 period they averaged $5,434 million (U.S. Agency for Int(

national Development 1979).

DEBT AS A MECHANISM OF DOMINATION

The extensive borrowing of the less-developed countries from

private transnational banks, individual governments, and the interna-

tional financial institutions has resulted in the growing indebtedness

of these countries. The increasing debt of the less-developed coun-

tries is used as a weapon by the public and private metropolitan

institutions to exert pressure on them to follow economic policies

favorable to the transnational corporations. The deeper in debt the

less-developed countries become, the more dependent they become

on further loans to pay off the interest and principal on past loans or

on the granting of moratoriums or rescheduling of debt repayments.

The alternative to complying with the demands of the metropolitan

financial institutions in order to either secure money or better terms

is to default on payments—a course of action with the immense

economic problems default entails. Countries in default can well

find it impossible to secure short-term credit to fund imports, their

accounts blocked in other countries, and their overseas assets (inclu-

ding their exports) frozen or seized. Most less-developed countries

are thus forced to comply with the economic demands of the metro-

politan institutions in order to avoid the consequences of bankruptcy.

In 1976 the total outstanding debt of all the nonoil exporting

less-developed countries was $146 billion, up from $44 billion in

1967 (Wachtel 1977; World Bank 1978, Table 11). The debt of

many less-developed countries in 1976 was comparable to their GNPs.

For example, international debt represented 63.8 percent of Zaire s

GNP; 45.1 percent of Pakistan's; 35.7 percent of Tanzania's; 48.1

percent of Egypt's; 53.7 percent of Zambia's; 37.8 percent of

Nicaragua's; 39.1 percent of Chile's; and 36.6 percent of Jamaica's.

The debt to GNP ratio of most less-developed countries is rising.

Some of the more radical increases in debt to GNP ratio have been in

Zaire, Tanzania, Egypt, the Sudan, Nicaragua, and Mexico, where the

ratio at least doubled from 1970 to 1976 (see Table 7.11).

A growing share of the total debt of the less-developed countries

is to private metropolitan banks. While in 1970 and 1971 33 percent

of all new loans (short term plus long term) were from private banks,

in 1974 51 percent were (Wachtel 1977, p. 45). In 1974 36 percent

of the total outstanding debt was to private banks (Wachtel 197/,
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rA
0LE 7.11 External Public Debt/GNP: Selected Less-

Developed Countries (millions of U.S. dollars)

gtniop'3

Zaire

India

Pakistan

Tanzania

mdonesia

Kenya

Egypt

Sudan

Philippines

Zambia

Morocco

South Korea

Nicaragua

Peru

Malaysia

Turkey

Chile

Jamaica

Mexico

Brazil

Argentina

$ 169

309

7.935

3,060

237

2.505

284

1.639

293

635

548

713

1.904

146

898

364

1,841

2,066

129

3,228

3,680

1,872

9.5

17.3

14.8

30.5

18.5

27.8

18.5

23.7

11.0

9.5

32.0

21.4

22.8

19.4

14.8

92
14.4

24.0

10.3

9.8

8.0

7.5

S 431

2,002

12.392

5,968

914

10,141

688

5,043

1,268

2,126

1,184

2,131

6,690

642

3,379

1,619

3,569

3,527

855

15,547

14,852

4,255

14.9

63.8

14.6

45.1

35.7

29.1

22.2

48.1

27.4

12.3

53.7

24.6

267
37.8

31.3

12.1

8.8

391

36.6

20.8

11.7

4.6

Source: World Bank 1978, Table 1

1

P. 48). Private transnational banks appear to be once again as in the

pre-World War II period, coming to play the leading role in financing

the less-developed countries.
.

Private banks are in a position to exert considerable economic

Power over the less-developed countries because of their ability to

withhold or expand credit and loans. They are in an especially

Powerful position in relation to poor countries short of hard cur-

acy by which to purchase necessary imports. For example wnen

the Allende government came into office in late 1970, five leading

U.S. banks cut off all short-term credit that had been used to finance

Sports from the United States (First National City, Chase Man-

hattan, Chemical, Morgan Guaranty, and Manufacturers Hanover)
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thereby causing considerable economic difficulties for the

regime (Barnet and Muller 1974, p. 142).

The increasing debt dependence of the less-developed count

'

can be seen in Table 7.12. Total new metropolitan loans increase

by over four times in this period, while total repayments increa

by six and one-half times. In 1977 total new lending to the
lG

developed countries was $52.7 billion (about equally divi/n
between lending by public and private institutions), while

total
repayments were $50.5 billion, almost as much. In fact, repayment!

1

considerably exceeded new loans in the Near East and in South and
Southeast Asia. In Latin America the ratio of debt repayment

to
export earnings increased from 16.7 percent in 1970 to 32.6 percent
in 1977 while for the less-developed countries as a whole it increased

from 14.5 percent to 17.5 percent. In the less-developed world as a

whole the ratio of debt repayments to GNP increased from 2.0

percent to 4.8 percent while in Latin America it increased from 1.8

percent to 4.8 percent and in South and Southeast Asia from 1.8

percent to 4.3 percent. It is clear that the influence of the trans-

national banks, international financial institutions, and governmental

assistance agencies has considerably increased because of their power

to extend or refuse to extend further loans to the less-developed

countries as they slip ever deeper into debt.

SUMMARY

It is clear that the less-developed countries have become increas-

ingly economically dependent on the metropolitan countries. The

role of foreign direct investment in them has increased considerably

since the 1960s with the transnational corporations accounting for

an ever-increasing share of their domestic sales and exports. The

transnational corporations have been able to preserve their pre"

dominant decision-making role in their investments regardless of the

degree of local participation. The less-developed countries have been

becoming increasingly debt dependent, especially on the private

transnational banks and, to a lesser degree, the international financial

institutions. However, the role of the foreign assistance programs ot

the U.S. government in influencing the less-developed countries has

declined considerably in both absolute and relative terms. The role

of U.S. foreign assistance programs has decreased considerably in

relation to those of the other advanced capitalist countries in relation

to the international financial institutions and especially in relati°

to private banks; many of them headquartered in New York City-

The less-developed countries do seem to have reduced their trad
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dependence a bit, especially on the United States. However,
tl

somewhat improved trade position (essentially limited to the Op^
countries) would appear rather minor as compared to the cousi^.

ably increased power of the transnational corporations and banks

exercised through investments and loans.

IDEOLOGICAL HEGEMONY
AS A MECHANISM OF

IMPERIAL DOMINATION

Ideological domination is another powerful mechanism of

imperial control. Although perhaps, in the long run, not as reliable

reconomic and military power, it can be most e fecUve. A me
^

polis exerts power over a less-developed country through educat ng

t^ tudente "(either by sending them to the developed capi as
countries or through programs set up in the local countries ,

providing

its international news, television programs magazines films books,

clergy, training programs for its military officers and for trade union

offices, and even through the "goodwill" it wins through seeming y

disinterested charity and emergency relief programs Metropo tan

values, world view, and attitudes are transmitted to the future

leaders of a less-developed country through education in metro-

politan institutions (especially in the "social sciences such as

economics and in military training for officers). It is common for

metropolitan foundations and universities to supervise the establish-

ment of curriculum and university structure in the less-developed

countries. A very high proportion of total films viewed, TV programs

watched, magazines read, books sold, and so forth are translated or

dubbed products of the metropolis permeated with capitalist ana

transnational values. Considerable power can also be exercised by

the developed countries through training clergy and contributing

^nds ("missionary work") to the less- developed countries as well

38 influencing local labor unions and peasant associations by
_

training

their leaders and giving them economic assistance that has the eiiec*

°* channeling them away from anticapitalist or ™*me*°^™
Projects. All of these mechanisms influence people s world views,

257
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values, and attitudes, especially in relation to the metropolis ^
transnational, and the capitalist system, and have a considerable

impact on social processes in the less-developed countries.

EDUCATIONAL INSTITUTIONS

The higher educational institutions of less-developed countries

tend to be less expert, especially in technical subjects, than those

of developed capitalist countries. A significant number of university,

level students go abroad to study, mostly to the major advanced

capitalist countries. While abroad they often adopt the ways and

values of the metropolis. Overseas students tend to study those

things, in those ways, that the developed countries deem important.

They are channeled into such subjects as agriculture, education,

and social science, all taught from the metropolitan point of view.

Many return to serve as teachers, thus multiplying metropolitan

influence.

Professors and metropolitan university resources are sent to the

less-developed countries to reorganize their universities. Universities

in the less- developed countries are made over into images of metro-

politan universities, with similar kinds of organization, physical

layout, and most importantly, similar kinds of subject matter.

The higher educational institutions of the less-developed coun-

tries typically rely on a continual input of ideas and personnel from

the developed countries. This produces ideological "fifth columns"

of prometropolitan professionals in the less-developed countries.

Most of the metropolitan involvement is focused on universities,

rather than on primary or secondary education, in order to reach

the potential leaders, who will soon be in the influential positions

in their countries. It is in its influence on the ideas of the 'local

elites" of the less-developed countries that the major impact of the

metropolitan educational connection is realized.

The majority of the major university programs involving the

United States in the less-developed countries are sponsored by the

Agency for International Development, although others are spon-

sored by U.S. foundations such as Ford and run by various U.o-

universities under contract to those organizations. To understan

the function of such programs it is instructive to see how those who

have played a key role have thought about them

:

From its beginnings in the early 1950's, the university contract program

was in fact developed to work at one of the great political problems of

our time—the necessity of 'evolutionizing' revolution all around the
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derdeveloped world. This turned out to be a heady challenge both
"n

government and to its university partners. ... The backdrop is

world political, economic, and social ferment. The aim of the partner-

ship is stabilization. ...

Perhaps the most significant point to stress about the A.I.D.-

university collaboration is that it is engaged in highly political business

Education is essentially a long-range, permeative process. In

the "university contract program" it is called upon to help solve the

short-range, potentially explosive problems of emerging nationhood

(Humphrey 1967, pp. 1-5).*

The university program is conceived as playing a role in containing

and preventing fundamental social change. U.S. university involve-

ment works to build institutional structures and attitudes that

function favorably to U.S. transnational interests.

U.S.-sponsored university programs in the less-developed coun-

tries cover a wide range of topics: agriculture, education, engineering,

business administration, labor relations, public administration,

university development, medicine, economics, and sociology. Eco-

nomics has been one of the fields most emphasized. Other areas that

have received special emphasis include engineering, education,

agriculture, and business administration. These programs generally

include sending students to the United States, development of

curriculum, provision of library and research materials, and policy

planning with local administrators.

The activities of U.S. universities are an important part of the

overall U.S. program to influence the policies of the less-developed

countries through guiding the training of their future leaders and

technicians. These programs can have an impact far beyond their

immediate effect because of both the future role of the students

they train and the multiplier effect of example. Innovations intro-

duced by North Americans at one school frequently spread to others.

Perhaps the most successful single example of the role of AID-

financed university programs in the less-developed countries has been

tr»at of the University of Chicago Economics Department, whose
AID contract with the Catholic University of Chile was in operation

from 1956 until 1964. This program illustrates the role of the

university contract program in all the social sciences.

Why were AID and its predecessor interested in sponsoring the

^structuring of the economics department at Chile's second most
,m Portant University?

* Richard Humphrey was the director of the Commission on International

Education of the American Council on Education.
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In recent years, Chile has increasingly become a center in the field of
economics among Latin American nations. Chile, because of its impor-

tance as an economics center, was having considerable influence
in

the economic thinking of Latin America, and also had some severe

economic problems of her own to solve. Within Chile, almost all

economists and thinkers about economic problems tended to place
considerable emphasis on the importance of state planning and control

in economic affairs and many subscribed to Marxian economic theory.

[It was] felt that the technical assistance mission could make a real

contribution by promoting the improvement of economic research

and the training of economics teachers with a more objective and
analytical background (Adams and Cumberland 1966, p. 203).

The purpose of the project was to promote classical economics
an approach most favorable to "free enterprise" and the interests

of the transnational corporations, and to undermine nationalist and
Marxist economic thinking. The University of Chicago was selected

as the U.S. contractee because "the brand of economics they taught
in Chile was congenial" (Adams and Cumberland 1966, p. 118). The
most important aspects of the program were the "in-country train-

ing" of economists by visiting members of the University of Chicago
economics department and (most importantly) the training in Chicago
of the most promising Chilean economics students. Numerous
students were groomed to carry on the "Chicago tradition" in Chile

as full-time faculty members. After the 1973 military coup against

the Socialist Allende regime, the University of Chicago trained

and influenced economists were put in charge of restructuring
the Chilean economy according to Milton Friedman's brand of

free- enterprise economics, while North American Chicago trained

economists were brought into the country to serve as economic
advisors.

The number of foreign students in the United States has rapidly

increased since the 1950s. From the middle of the 1960s to the

middle of the 1970s the number of students from the less- developed

countries studying at U.S. institutions of higher educations almost

tripled (it rose from 61,160 to 171,610). All regions of the less-

developed countries have seen a rapid increase in the number of

their students studying in the United States, but the most rapid

rates of increase have been recorded by Africa and Southwest Asia-

In 1976-77 41 percent of all students from the less-developed

countries studying in the United States were from South and East

Asia, 22 percent each from Southwest Asia and Latin America, and

15 percent from Africa. Iran led all countries in the total number o

students with 23,310 (or 13.6 percent of the total from all the l<*f

developed countries) followed by Taiwan with 12,100, Nigeria wit"
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810, Hong Kong with 10,970 and India with 9,410. Other

untri'es with especially large numbers of students included Mexico

'°th 6,450, Thailand with 6,070, Venezuela with 5,750, Saudi

Arabia
with 4,590, and South Korea with 3,630. It appears that

0g.-trained returnees are in a position to exert considerable

nfluence in all of these countries (although to a somewhat lesser

xtent in India and Mexico because of their size). The most popular

fields of study for foreign students are engineering with 24 percent

0f the total, business and management with 17 percent, science 11

percent, and social science 10 percent (with 32 percent of these

studying economics) (International Institute of Education 1967,

pp.13, 15,23,25).

The impact of the advanced capitalist countries on students from
less- developed countries seems to have been roughly constant

throughout the 1960s and 1970s. In 1961 the 82,000 foreign

students from Asia, Africa, and Latin America were studying in

Europe, North America, and Japan. These students represented 3.2

percent of the total enrollment in third-level educational institutions

in the less- developed countries. In 1975 the 352,000 students from
these same countries were 3.3 percent of all those attending higher
educational institutions in their countries. The impact of the advan-
ced countries was clearly the greatest in Africa, where overseas
enrollment in 1961 was 11 percent and in 1975 was 10 percent
of local enrollment, and least in Latin America, where it was 1.8
percent in 1961 and 1.5 percent in 1975. The U.S. share of the total
number of students from the less-developed countries receiving a
higher education in the advanced capitalist countries has remained
virtually constant. In 1961 it was 45 percent of the total, and in
!975 43 percent. In 1975 the U.S. share was highest for Latin
America (57 percent) and lowest for Africa (29 percent). The
relative U.S. impact on Latin America had declined significantly
through the 1960s and 1970s while at the same time rising in Africa,
this reflects the general loss of unchallenged U.S. hegemony in Latin
merica in the post-World War II period as other major capitalist

Powers assume a growing role in virtually all spheres, as well as the
alining hegemony of the ex-colonial powers, especially Britain,

l« Africa (see Table 8.1).

TH E TRANSNATIONAL MEDIA CORPORATIONS

Te!evision

^
The major U.S. networks, ABC, NBC, and CBS, along with other

-s
- media corporations such as Time-Life play a central role in TV
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mming in the less-developed capitalist countries. They are

Pr
, a major conduit of precapitalist ideology in these countries,

fording to a former official of the U.S. Information Agency,

American TV products, for better and for worse, are setting the tone

for television programming throughout the world in much the same

way Hollywood did for motion pictures 40 years ago. The United

States now leads all other countries combined twice over as a program

exporter. . . . Foreign sales were, until a few years ago, a source of

random profits peripheral to revenues from syndication at home. . . .

Today, overseas sales account for 60 per cent of all U.S. telefilm

syndication activities and represent the difference between profit

and loss of the entire industry (Schiller 1969, p. 85).

U.S.-produced programs are commonly the most popular in most

of the less- developed countries. Such programs as "Bonanza,"

•'Chaparral," "Colombo," "McCloud," "McMillan," "The Bionic

Woman," "Baretta," "Man from U.N.C.L.E.," "The F.B.I.," all

loaded with U.S. values, have proven especially popular in their

dubbed versions (Broadcasting, April 18, 1977, p. 48; Schiller 1969,

P- 82).

In 1972 U.S. world exports in television series and documentaries
ranged between 100,000 and 200,000 program hours, about one-
third to Latin America and another one-third to East Asia. Between
1958 and 1973 sales of North American series abroad increased from
$15 million to $130 million. Approximately 50 percent of Latin
American programming in the early 1970s was of foreign origin and
30 percent was from the United States. Likewise, in the Middle East
and Asia approximately half of all programs are imports (Mattelart
19?9, p. 216; Nordenstreng and Schiller 1979, pp. 40, 127; Turn-
stall 1977, pp. 40, 278-79).

NBC has considerable transnational involvements. It owns
interests in TV stations in the less-developed countries (e.g., in
Venezuela, Mexico, and Jamaica). In 1966 it had affiliates in 93
foreign countries. In 1965 it syndicated 125 film series and services
f°r more than 300 foreign TV stations. Its programs are dubbed
into the major languages of the less-developed capitalist countries—
Spanish, Portugese, French, and Arabic. NBC has been particularly
active in giving technical and administrative expertise to the less-
jteveloped countries in developing their local TV programs. NBC
P*ayed an active role in influencing the establishment of local TV in

^
ch countries as Mexico, Peru, the Philippines, Argentina, Jamaica,

*enya, Nigeria, and Sierra Leone (Schiller 1969, pp. 82-83).
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CBS in the early 1970s distributed its programs to 100 f0re
-

countries It has claimed that 95 percent of the "free worl^y,

households receive its news-film service. Ten percent of its
er*

ployees are foreign nationals. Among the most popular TV sh0
-*

in Latin America in the early 1970s were "Hogan's Heroes," «M _

Tyler Moore," "Perry Mason," "Gomer Pyle," "I Love Lucy

"Bonanza," and "Hawaii Five-0" (Barnet and Muller 1974, p. l44 .

Schiller 1969, p. 82-84). CBS in the late 1960s owned a significant

share of at least three Latin American TV production companies;

Proartel in Argentina, Proventel in Venezuela, and Pantel in peru
.

In addition, in Argentina and Venezuela Time-Life has significant

investments in local TV production companies (Barnet and Muller

1974, p. 144; Schiller 1969, pp. 82-84).

Of the three major U.S. networks, ABC has been the most

heavily involved in overseas activities. In 1966 that transnational

corporation reported its programs were sold in over 80 foreign

markets. ABC owns the international television network known]

as World Vision. World Vision in the late 1960s reportedly reached

about 60 percent of all TV sets outside of the United States where

commercial TV exists. In 1966 World Vision operated in 26 coun-

tries, including Chile, Colombia, Argentina, and Venezuela, and sold

its programs to many other countries where it does not directly

operate. In the late 1960s it had investments in TV stations in many

less-developed countries including Guatemala, El Salvador, Honduras,

Argentina, Chile, Dominican Republic, Uruguay, Costa Rica, Panama,

Colombia, Venezuela, Ecuador, Lebanon, and the Philippines

(Schiller 1969, pp. 82-84; Nordenstreng and Schiller 1979, p. 35).

About three-fourths of foreign programs on Argentina ana

Colombian TV are from the United States. In Chile, Mexico, and

Venezuela about one-third of TV programming originates in the

United States (Mattelart and Siegelaub 1979, p. 360). In

1970s 40 percent of Peru's TV programs, 50 percent of Bolivi ,

and 85 percent of Costa Rica's were bought from transnation

corporations (Barnet and Muller 1974, p. 145).

The direct impact of canned and dubbed U.S. TV progi

peaked in the mid-1960s. The U.S. share of TV programming
;

n

been declining as at least the larger countries, such as Mexico,
'

and Argentina, come to produce more of their own P'0^™^
and as other advanced capitalist countries expand their syndic

activities (Mattelart and Siegelaub 1979, p. 361; Nordenstreng »

Schiller 1979, p. 127; Turnstall 1977, pp. 40-41). In the ear*

1960s the United States was virtually the only exporter ot 1 v .

but by the mid-1970s the United States had major compel
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, other advanced capitalist countries. Increasingly the

(to*
th
f ned countries have restricted foreign ownership of tele-

lUewem « Is well as programs of foreign origin. Some of the

3* ^Xs sJh as B
P
razfl have taken measures to restrict the

countnes sue
encourage locally produced

31 of
^eign-vrfucedmea^

. vpnnirpment that 70 percent of TVr Rrazil has proposed a requirement that 70 percent of TV

>C2 S^be of domestic origin. That policies like Brazil s

effective is indicated by the fact that m the late 1970s

^ TonW one or two North American programs among Brazil s

there ^
Mattelart 1980, p. 78). Audience surveys in Brazil, how-

tnt) ten v^IJI that U.S.-produced programs are still quite popular

ever
' 4l1ff,Kt 10 1977, pp. 42, 50).

{Vari y
\t oroduced T V. programs are better suited to the reality

f
t°ZZXeA countries, both in terms of working with

of T themes and in transmitting the specific values that

regimes want to encourage. A number

fProduction studies were set up in Latin America in the 1970s

P
a in nroduce "telenovelas" (serials) better suited to Latin

designed to produce *eien"* e
\ s Droducts in Brazil the

lonlP The focus is on the "threat of subversion.' Anti-Communist

Ztnle:^ t^rnes are more effectively. presented than would

be the case in imported products (Mattelart 1980).

In spite of these recent trends, Western and especially V S.

programs, continue to play a leading role in television
^
^ost of the

less developed countries. There is very little flow m the opposite

direction. For example, in the early 1970s less than 2 percent of

U.S. television shows were imports (Nordenstreng and Schiller 1979,

PP. 36,127).

Film

Few of the less- developed countries produce many of their own

feature-length films (Mexico, Brazil, India, Korea Pakistan Egypt,

and the Philippines are prominent exceptions). Most of the less-

developed countries rely principally on imports from he advanced

capitalist countries, especially from the United States. U.S.-produced

films in the 1970s occupied more than 50 percent of total world

*«*n time and accounted for more than half of all international

fcade in film. The U.S. film industry derives a larger portion of its

Avenue from overseas than does any other large U.S. inauswy

(Guback 1977, p. 21; Turnstall 1977, p. 299).
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Approximately 55 percent of all films shown in Latin
Artief

in the early 1970s were North American productions (Nordenstte^

and Schiller 1979, pp. 41-42). In Peru in the mid-1970s U.S.
fll *J

accounted for about 60 percent of paid film attendance. ln c^
at the same time the figure was 70 percent. In ten weeks during tk

winter of 1975-76 Jaws drew one million people. The Toweri
n

Inferno during the same period drew a third of a million. The t*

most popular pictures in Brazil in 1974 were The Sting and

Exorcist (Variety, March 31, 1976).

The leading markets for U.S. films (including sales of advertising

materials) in the less- developed countries in 1976 were Brazil with

$25.4 million, Mexico with $21.0 million, and Venezuela with $9,0

million (Mattelart 1979, p. 227).

In 1975 Kenya produced no films and imported 337 (57 percent

from the U.S.). Argentina produced 34 feature films, imported 215

(36 percent from the U.S.); Indonesia produced 41 feature films,

imported 400 (33 percent from the U.S.), and Iran produced 68,

imported 400 (28 percent from the U.S.).

Although U.S. film preeminence remains, its influence is declining

somewhat. While 83 percent of Mexican imports were from the

United States in 1961, only 40 percent were in 1975; while 50

percent of Argentina's were from the United States in 3.961, 36

percent were in 1975 (UNESCO 1964; 1975; 1977, Tables 14.1,

14.2).

The role of U.S. film imports relative to the imports from other

(mostly advanced capitalist countries) varies somewhat by region.

In 1971-72 61 percent of Latin American imports were from the

United States as compared to 38 percent for both the Middle East

and South and Southeast Asia, and 26 percent for Africa (where

French and Italian imports played a leading role) (Turnstall 1977,

p. 280).

A number of countries have been increasingly subsidizing their

domestic film industries (e.g., Mexico and Venezuela). Mexico

and Egypt are already significant film exporters (to Central America

and the Arab world respectively), as are Hong Kong and India-

Turkey, Pakistan, and Indonesia are also building up importan

film industries. Argentina has had a significant local film industry

together with considerable restrictions on foreign film imports 0

some time (Turnstall 1977, pp. 182-83, 242-43; Variety, Septembe

3,1975; March 31, 1976).

Magazines
^

U.S. magazines have a very wide circulation in the less- develops

world. Reader's Digest is the most widely read magazine in the les
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• capitalist world. It is published in 15 languages and in

3lop
e0\_„ „j;+;„v,o t+ ^rvMiiatPs in more than 100 countries.
oA CapiLAW " »* wii^. — — r - n

j^veloP^

,

fferent editions. It circulates in more than 100 countries.

over
40

America alone its monthly circulation is approximately 1.3

,atm
ooies per issue (there are nine separate Spanish-language

n>
llli°n

\ A third of a million English-language copies are sold in

editions)-

ovei T America alone its monthly circulation is approximately 1.3

in
Latm

copies per issue (there are nine separate Spanish-language

ediu—- qoutheast Asia (150,000 in the Philippines), and a quarter

East
uiion in Chinese and almost 200,000 in Hindi (Standard

oi a
i Data 1980). Most of the material printed in the overseas

K Z is simply translations from the U.S. original and thus carries

'n'the conservative ideology and homilies of that journal Vision

^
Grlnish and Portuguese editions) is the next most important U.S.-

(in

fSjournal in Latin America. It has a circulation of approximate-

Tone- Wrd of a million per issue. Other popular U^S. magazines

^appear as Latin American editions include Good Housekeeping
th

1co!mopolitan (the circulation of each is approximately 350,000)

S aneTaTl979 pp. 218-24; Nordenstreng and Schiller 1979, p. 41;

g^ite ^Data 1980). Five of Colombia's six largest.ellmg

magazines in 1973 were owned by North Americans (Turnstall 1977,

P
*

1

U S comic books and comic strips translated into the languages

of the less- developed countries circulate in millions of copies

throughout the world, especially in Latin America. The argest

editor and distributor of comic books in Latin America is Western

Publishing Company, which circulates millions of copies of Archie,

"Batman," "Superman," "Porky the Pig," and Walt Disney comics

Over 80 percent of the comic strips in the leading Colombian and

Venezuelan newspapers and about two-thirds for Latin American

papers overall are from the United States (Norderstreng and Schiller

1979, pp. 41, 61, and chap. 3). , ...

U.S. films, TV serials, magazines, and comics are permeated with

individualist, materialist, precapitalist, and proimperialist values^

Content analyses of such periodicals as Reader's Digest and of such

comic books as "Donald Duck" have revealed recurrent themes such

as equal opportunity for success, that knowledge and science favor

only those who are deserving, that the state of the less-developed

countries is due to their strange-if not silly and backward-customs

sense of fatalism, bad climate and lack of great thinkers, and that

development comes from knowledge. Popular U.S. periodicals

^so promote individualism, consumerism, racism, and violence

(Nordenstreng and Schiller 1979, pp. 54-55, 61).

lews

The U.S. news agencies, United Press International (UPI) and

Associated Press (AP), are the principal suppliers of international
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news to much of the less- developed world, especially Latin Ameri
'

UPI in the mid-1970s had 6,400 clients in 114 countries. Its rele
°a *

were translated into 48 languages. In the mid-1960s UPI served 2?
newspapers in Latin America, 163 radio stations, and 41 televis

-

stations. UPI in the early 1960s provided almost half of all th*
stories used by the major Latin American dailies. Approximat
80 percent of international news stories in Latin American da/
papers in the 1960s originated from U.S. sources. The U.S.

agencies dwarf their major competitors France-Presse and Reuters*
While UPI alone employes 10,000 people, the French news agencv
employes 2,000 and the British 1,635 (Mattelart 1979, p. 215
Nordenstreng and Schiller 1979, p. 39; U.S. Bureau of Cultural and
Educational Affairs 1966, p. 67).

The control of news flow into the less-developed countries by
news services in the advanced capitalist countries, especially in the

United States, was reflected in the coverage of the Vietr -1 War.

which in Latin America was reported almost exclusively om the

U.S. point of view because of the virtual monopoly of UPI mid API.

A study of newspaper articles about OPEC in Venezuelan papers

revealed that virtually all the information about this organization

originated in petroleum-importing countries (Nordenstreng and

Schiller 1979, pp. 51-53).

Advertising and Public Relations

The transnational corporations, especially those from the United

States, are principal advertisers in the commercial media (TV, radio,

newspapers, and magazines) in the less- developed countries. In Latin

America most TV and radio stations (over 90 percent of both if Cuba

is excluded) are commercial as are most newspapers. Almost half of

their newspaper space is devoted to advertising while about 20

percent of their broadcast time is given to commercials. The trans-

national corporations are thus in a strong position to exert influence

over the content and orientation of the mass media. In 1960 foreign

advertisers represented between 30 percent and 45 percent of all

Argentine television advertising. In Colombia four of the five top

television advertisers are transnational corporations (Colgate

Palmolive, Lever Brothers, American Home Products, and Mil^

Laboratories). In 1969 in Peru the top TV and radio advertisers

were Proctor and Gamble, Sears Roebuck, Sidney Ross, Colgate-

Palmolive, Sherwin Williams, and Bayer, while Sears Roebuck an

"supermarkets" were the leading newspaper advertisers. In tna
.

year just two U.S. corporations were responsible for 40 percent 0
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Hvertising in one of Lima's leading papers (Nordenstreng and

tier 1979* pp. 36-37; Barnet and Muller 1974, p. 146).

The largest transnational advertiser is Proctor and Gamble with

total of $265 million spent outside the United States in 1971.
2

was followed by General Foods with $170 million, Sears Roebuck
*

th $13^ million, and General Motors also with $130 million. In

p

1

in the first half of 1969 Proctor and Gamble spent $17 million

d Sears Roebuck $12 million (Drinot Silva 1979, pp. 357-58).

The subsidiaries of U.S. advertising companies dominate world

dvertising. Seventeen of the 20 largest advertising agencies in the

world in 1976 were U.S. agencies. In that year 45 percent of the

billings of the largest ten U.S. advertising agencies were overseas,

representing $3.4 billion. One of the two largest of these, J. Walter

Thompson, had billings of $47 million in just four Latin American

countries while the other, McCann Erickson, had billings of $41

million in just six Latin American countries (United Nations Eco-

nomic and Social Council 1978, p. 219; Drinot Silva 1979, pp. 357-

58).

In Latin America, approximately 10 to 15 percent of television

program time is sold directly to the transnational advertising agencies.

The program time is resold to their largely transnational clients. As
nationalist pressures have increased against the import of "canned"
products from the United States, the transnational advertising

agencies have increasingly decentralized their operations. The U.S.

headquarters, as a rule, no longer direct their subsidiaries in the
writing of advertising copy, nor do they generally send pretranslated

copies of U.S. programs already approved by U.S. advertisers (de

Cardona 1977, p. 60).

The power that funding the mass media in the less- developed
countries gives the transnational corporations has been documented
ln a number of case studies of pressure being applied to media that
Were hostile to transnational interests. In Venezuela in 1961 and
1962 there was an advertising boycott of El Nacional because of its

somewhat sympathetic attitude to the Cuban revolution. The paper
Was forced to change its policies. In Peru prior to 1968 there was
considerable pressure on those media that supported the nationaliza-
l0n of the Exxon-owned International Petroleum Company by
fansnational advertisers and advertising agencies. Other studies
ave been done of the firing of journalists in Brazil and pressure

°j) the Argentine media because of stances hostile to the interests
°f the transnational corporations (Nordenstreng and Schiller 1979,
PP- 49-50).

The transnational corporations engage in a variety of public
Nations activities in the less- developed countries that are designed
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to win goodwill for both the companies concerned and transnati
0nal

operations in general. In addition to publications, films, advert^

ments, and various public programs, they sponsor a wide range
of

community and social welfare programs-supporting hospital

schools, sports events, and local cultural events, presenting scholar!

ships for the children of their employees, providing loans for housing,

and offering savings programs, employee fiestas, libraries, classes'

and even tours to the United States.

The International Petroleum Company (IPC) in Peru in an

attempt to counter pressure for nationalization produced the maga-

zine Fanal, supported the publication of several Peruvian books,

sponsored numerous radio programs, and produced several docu-

mentary films. The IPC in 1961 produced a weekly TV program

devoted to Peruvian history. The objectives of this public relations

effort were:

1. To identify the company with national pride, culture, and history.

2. To improve the teaching and understanding of Peruvian history by using

new visual techniques-to pioneer in a relatively new communications medium,

namely television, and to demonstrate its educational potential while at the

same time performing a useful service.

3. To strengthen the company's ties with educators and students. (U.S.

Bureau of Cultural and Educational Affairs 1966, p. 515)

Although in this case the public relations effort failed to accom-

plish its purpose, (the sponsoring company was soon nationalized),

the potential power of this kind of campaign can be understood.

There exists a powerful and coordinated effort on the part ot

various U.S. public and private agencies and corporations to control

the thought of people in the less- developed countries. This multi-

media effort encompasses the press, film, magazines, books, radio,

TV, and just about everything else one can imagine. In general,

effect is to undermine the development of antiimperialist consciou
-

ness.

THE U.S. STATE AND IDEOLOGICAL WARFARE

The U.S. state directly engages in numerous activities design*

i

influence the values and attitudes of people in the less-deveio^

countries. Tne principal medium for this ideological warfare is ^
U.S. International Communications Agency (USICA), which ic

.

most part operates
,

overtly or only mildly covertly. The uw
.

i

activities are, however, supplemented by the deeply covert activi
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tt s Central Intelligence Agency. The USICA was formed

of tijL
out of a merger of its principal predecessor, the U.S. Infor-

^ Agency (USIA), with the State Department's Bureau of

matl0n
i and Educational Affairs (which had handled the domestic

CultU
ts of the international cultural exchange programs of the U.S.

asp i.\

g0Ve
^IToriinal USIA, and now the USICA, is organized to contribute

.hP achievement of U.S. foreign policy objectives of generating

t° tn

ort for the U.S. state and U.S. transnational corporations, and

^discredit socialism:

The influencing of attitudes is to be carried out by the overt use of

the various techniques of communication -personal contact, radio

broadcasting, libraries, book publication and distribution, press, mo-

tion pictures, television, exhibits, English-language instruction, and

^Agency activities should (a) encourage constructive public support

abroad for the goal of a "peaceful world community of free and inde-

pendent states, free to choose their own future and their own system so

long as it does not threaten the freedom of others," (b) identify the

United States as a strong, democratic, dynamic nation qualified for its

leadership of world efforts toward this goal, and (c) unmask and

counter hostile attempts to distort or frustrate the objectives and

policies of the United States. These activities should emphasize the

ways in which the U.S. policies harmonize with those of other peoples

and governments, and those aspects of American life and culture which

facilitate sympathetic understanding of U.S. policies (U.S. Information

Agency n.d.).

USIA and USICA efforts have been directed to building support for

both the U.S. state, the capitalist system, and foreign investment in

general. Among the major themes stressed by USICA propaganda

directed to working people have been the following.

That the well being of working people depends essentially upon the

maintenance of freedom and free institutions; while communism is a

snare and a delusion which imprisons all under its control and threatens

nonconformists with the horrors of the forced labor camp. That free

labor unions are the vehicle through which free labor can and does

make real progress for its members and their families; while Communist

unions serve the state by exploiting their members. That American

trade unionism has been particularly strong because it has been an

economic labor movement, essentially non-partisan and non-denomina-

tional, while Communist infiltration will ruin labor unions unless

exposed and repelled (U.S. Department of State 1951, P- 15).
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In 1976, the USIA employed a world total of 8,775 peop
j

65 percent of them overseas. It spent a total of a quarter of a bi\\{^

dollars in its effort to influence world public opinion, primarily?
1

the less- developed capitalist countries. Approximately 25 percent
0*

both its budget and employees were allocated to its overseas
in f0r

mation projects (missions and information centers), mostly in ^
less- developed capitalist countries. Approximately 55 percent

of
both its staff and funds go into broadcasting, primarily into running

the Voice of America (VOA) the U.S. government's overseas radio

arm (U.S. Information Agency 1976, pp. 102-3).

In the late 1970s the U.S. government relied less on official

government efforts to influence opinion in the less-developed coun-

tries than it did in the late 1960s. The USIA/USICA budget was
reduced by 17 percent (in real dollars) between fiscal year 1969 and

fiscal year 1976 and its staff was reduced by 24 percent.

The USICA runs a multimedia effort. It operates in virtually

every conceivable media—radio, TV, books, newspapers, comic

books, films, personal contacts, magazines, exhibitions, and informa-

tion centers.

The USICA-run Voice of America in 1976 broadcast for a total

of 778 hours a week in 35 languages from 123 stations scattered

all around the world. It broadcast to the Mideast in Arabic for 49

hours a week, to Latin America in Spanish for 35 hours a week, to

Africa and Brazil in Portuguese for 21 hours a week, to Africa in

French for 37 hours a week, in Indonesian for 21 hours a week, and

in English (broadcast mostly to the less- developed countries where

English is either the main language or widely understood) for 202

hours a week. In 1969 the VOA broadcast in 36 languages (at that

point, but no longer, including the Latin American Indian languages

of Quechua, Aymara, and Guarani) for a total of 932 hours a week.

Thus there was a 17 percent reduction in the total number of broad-

cast hours from 1969 to 1976 (U.S. Information Agency 1976a;

U.S. Bureau of Cultural and Educational Affairs 1966, pp. 33-34;

Mattelart 1979, p. 299).

Probably more important than the VOA in terms of impact is

the placing of USICA-produced programs on local radio stations.

In the late 1960s approximately 1,500 stations in Latin America

broadcast USIA programs. These programs are provided gratis and

are shown without charge to the agency. Altogether, USIA programs

were broadcast in Latin America for a total of 10,000 broadcast

hours per week.* Most popular are USICA-produced radio soap

*From the testimony of Hewson A. Ryan, Associate Director, USIA, U.S.,

Congress, House, Committee on Foreign Affairs, Communism in Latin America

Hearings 89th Cong., lstsess., H. Kept. 1965, p. 66.
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such as "La Trampa" (The Trap), whose 52 half-hour episodes
apel

+he story of a person who "fell into the trap of communism",

& I?E1 Lobo del Mar" (78 episodes, 30 minutes), whose heroes,

in Silver and Tex, combat "extremism" and "subversion"

CaP
\ihout Latin America (Nordenstreng and Schiller 1979, pp.

434
ta 1964 the USIA-produced program "Panorama Panamericano,"

pekly 15-minute news show, appeared regularly on 114 Latin

3
prican TV stations. USICA TV programs in the late 1960s were

Tin in a total of 97 countries. Most USICA-sponsored radio and

Jv orograms, it should be noted, are not identified as such when

lev are broadcast (Ryan 1965, p. 68; Schiller 1969, p. 81)

The USICA itself publishes a total of 35 magazines and 4 news-

oapers as well as comic books, pamphlets, posters, and the penod-

frals Dialogue and Problems of Communism from three large pub-

Sing plants in Mexico, Beirut, and Manila (Mattelart 1979, p. 299)

Probably more important is the USICA success in feeding material

into the local press, for example:

Our daily wireless file to Latin America via radio teletype averaging

50 000 words per week in the Spanish language goes to all of our major

posts It consists of important texts, foreign policy pronouncements of

our top people in government, interviews, features, and news stones of

significance to our foreign policy.

Our people in the field can make many uses of this output. Much

of it is adapted for placement in foreign newspapers. It also provides

background material for our officers in their daily contact with foreign

news media-editors, writers and Government contacts.

Our press office in Washington also sends, by mail, an average of

15 000 words of feature material and 2,000 photos weekly to our field

posts This consists of special packets, illustrated press features, picture

stories, and items of special interest and significance to our student

and labor audiences relating to the Alliance for Progress and anti-

communism (Ryan 1965, p. 66).

The USICA subsidizes the translation and distribution of U.S.

books in the less-developed capitalist countries:

The information media guarantee program serves U.S. foreign policy

interests by enabling important foreign countries with serious exchange

problems to import U.S. books, periodicals, films, and other informa-

tional media. Under I.M.G. these materials are purchased from U.S.

exporters by foreign importers through normal commercial channels.

The materials are then sold for local currencies. ... In this way the

American point of view is presented without the U.S. "official label

and at relatively low cost to the U.S. government. The program is

operated under criteria which require that material sold under the
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ar»m make a positive contribution in support of U.S. policy objec-

ZI andReflectfavorably on the U.S. (U.S. Information Agency

1966b, p^644).
SUpported the translation and publication

• sSThKp«e of M Attorn, to 866^)00 c(tfN .
In the

curreTtTye^J are supporting the translation and publication

of 492 new titles in Spanish and Portuguese for a total of over S1X

mill

Tne

CO

emphasis during this period has been on publication of low-

cost paperbacks that will find their way into the homes of people of

modest means. We have, of course, primarily the student and labor

audience in mind. . .
(Ryan 1965, p. 66).

USICA-produced comic books are a very effective mechanism

of communication, especially to semiliterate workers and peasants:

We produce directly many types of publications.including our^cartoon

books which we have now printed and distributed m excess of 40

miUion copies during the past several years. We have found the cartoonSSo be particularly effective in reaching mass audiences m

the areas where effective literacy is generally low. ...

™T Lt books in this cartoon book series were devoted to ant.-

Castro themes and dealt with Castro's phony land reform program to

takeover of Cuban labor unions, the news media, and universes, to

"on the Church; brainwashing of Cuban chiIdren and tas regimes

economic failure. We have just finished another, dealing with Castro

IchooTto train youth of other Latin American countries m guenl.a

tactics and subversion (Ryan 1965, pp. 66-67).

USICA-produced comic books were widely circulated in Chile

before the 1970 election as part of the U.S. attempt to.prevent the

election of Allende. One of these, "La Palmada en la Frent

J

fayed a gigantic and arbitrary Soviet bureaucracy mnmng Chde «

Allende's Unidad Popular were to win Another comicbook
_

w,d ly

distributed in Latin America entitled "El D^engano, winch

published anonymously, depicted the «ban guenUa^em^A
false solution to Latin America's social problems (Nordenstre

Schiller 1979, p. 43). information
USICA operates a number of public libraries and mform

centers in the major cities of Asia Africa, and^ A- 'ca 0

total of 112 countries). USICA libraries maintain public rea

rooms where procapitalist P^odicals and books aie avmlab e

books to local readers, and supply books and magazines to

libraries, schools, universities, and other mstitu ions, n 31 cou ^
(with a heavy concentration in Latin America) the USICA op .

127 cultural and information centers that perform the above functi

IDEOLOGICAL HEGEMONY / 275

, also
organize <*^^J^mJ^%?«

Sure.,
conduct^^f^oo,000 Latin Americans studied

>tMS:cenLs
9
(Mattelart 1979, pp. 299-300).

^::;
d

u:r;oductio. are t . --
Jriio programs appearing » '^f̂ ks axe not identified

fppearing in ^»^£*£Z%Zi part its contributions are

J agency productions But for the mo P
rf ^

Sentifiable. The overt and mddly^ov
ivWes of the U.S.

Z however, supplemented by ^ major activities over the

Stral intelligence«^o—^and ^transnational

years has been to su
^
slQlz^*n

tati publishing houses, news

"newspapers, Student and trade union organi-

services, research institutes, anu
nptmork of foreign and U.S.

Sons.' The CIA has maintained network^ ^^
journalists and other ^^^°^lTei^

P
periodicals, newspapers

access to a considerable number of fore gn

press services, news age ncie radao ^ own covertiy

commercial book publishers. It has even
50 Ooo.watt anti-

operated radio stations e.g.,
Caribbean island in the

of books designed to discredit »—

™

f influence. According

books as a particularly important » «

to the CIA official in charge of the covert action progr

Books differ from « other^^^SS^SX
single book can significantly change the mam . . .

an extent unmatched by the impact ofW*™'*^
„, readers

_
this ,s,ot^.^'W^^to* the met impor-

Senate 1976, p. 193).

. a, f ^ CIA's covert action staff, the goals

According to the chief of the CIA s cov

of the CIA's covert book publishing program are to.

1. Get books Published or

^
influence, by covertly subsidizing foreign publications or books
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2. Get books published which should not be "contaminated" by an overt

tie-in with the U.S. government, especially if the position of the author
js

"delicate."

3. Get books published for operational reasons, regardless of commercial

viability.

4. Initiate and subsidize indigenous national or international organizations

for book publishing or distributing purposes.

5. Stimulate the writing of politically significant books by unknown
foreign authors—either by directly subsidizing the author, if covert contact

is

feasible, or indirectly, through literary agents or publishers. (U.S., Congress

Senate 1965, p. 193)

The U.S. Senate's 1975 investigation of CIA activities revealed

that up to 1967 over a thousand books were subsidized or produced

by the CIA.

The CIA was especially active in the Chilean media in the U.S.

attempt to prevent Allende's election in both 1964 and 1970. and

from 1970 to 1973 in the attempt to destabilize his regime. The CIA
played a substantial role in El Mercurio, the most influential news-

paper in Chile during these years, gaining substantial influence over

its editorials and international news section. It provided $1.5 million

in subsidies to this paper between 1970 and 1973. The C.I.A.

supported numerous other projects including subsidizing right-wing

news agencies and, in collaboration with local anti-Allende groups,

producing and distributing anti-Allende wall posters and leaflets as

well as public heckling. The multimedia CIA effort to prevent

Allende's election in 1964 and in 1970 focused on attempting to

create anti-Communist hysteria. Its themes including "images of

Soviet tanks" and "Cuban firing squads," and equating an Allende

victory "with violence and repression" (Nordenstreng and Schiller

1979, pp. 44-45).

Like USICA activities, it appears that after the exposures of CIA

covert media activities in the post-Vietnam War disillusionment

with such activities, CIA involvement in overseas media temporarily

decreased. However, with the renewed proimperialist war sentiment

of the post-Khomeini and post-Afghanistan era, the CIA has appar-

ently been given back its traditional reign. It might well be expected

that the deemphasis on USICA and CIA activities in the 1970s

will be reversed with the renewal of the cold war and stepped up

opposition to "the Communist threat" in the less-developed coun-

tries. In any event, it is clear that the U.S. government continues to

play a powerful role in the media of the less-developed world.

In summary, U.S. institutions, public and private, shape the

values and attitudes of the people of the less-developed countries.
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transnational foundations, U.S. university-USAID efforts to

P16
AT-her education, the increasing number of students hat are

^rf to the United States, the effect of the transnational media

tram tLs and news agencies that dominate the local media

corP
°S much of the lesf-develoPed world, and the power that

^ough miicn
h commercial media gives the trans-

b6ing S"«ther with the activities of the USICA and

"TlA would sle°m to Lercise tremendous power in the process of

th

bnc opinion formation throughout the less- developed world.

TH E INTERNATIONAL ACTIVITIES OF U.S. TRADE UNIONS

The central role of the working class in social change in the

less developed countries has been recognized by both those who

'ant to make social revolution and those who want to prevent it

Ince the beginning of the cold war, U.S. unions have been mobilized

to undermine the radicalism of workers and trade unions in other

countries. U.S. trade unions have been an important auxiliary of

imperialism, especially in Latin America.

The U S labor "movement" has had long experience m influenc-

ing events'in other countries through structuring foreign trade union

organizations. The most important early cases were in their involve-

ment in post-World War II Europe:

We were active in Italy. Some of our unions had very good connections

in Italy. We brought about a coalition of the Christian unions which

had as their political arm, of course, the Christian Democrat* Part*

and then there were two or three wings of the Sooaust "—nt
There was the para -Socialists -well, we managed to bring them together

and get them into one non-Communist organization.

Of course, the Communists still control the old Italian federa-

tion the C G I L., which is still in existence, but the other group-we

brought the other groups together, and it was American Trade Union

money that enabled these people to get together.

Similarity, the AFL-CIO had early experience in Asia:

The Asian Labor Education Center attached to the University of the

Philip^nes in Manila was organized in 1954 for the purpose of traimng

*From the testimony of George Meany, President AFL-CIO,
gj^gggj

House, Committee on Foreign Affairs, Winning the Cold War. The U.S.

Offensive, 88th Cong., 1st sess., H. Rept. 1963, p. 137.
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local trade unionists. During this phase of its operation the (»„
trained more than 12,000 trade union officers and members *J
effectively mfluenced the direction and policies of the PhiliPnin

"d

labor movement by emphasizing self-reliance, voluntarism andpragmatic approach to industrial relations * a

The AFL-CIO in collaboration with the U.S. Agency for i
national Development (USAID) and some le^fcTSL^^
corporations deeply involved in the less-developed countries h^Iset up organizations to influence the trade union movement n^of the three less-developed continents: the American Ins tit Th

Free Labor Development (AIFLD) in LatinS he u
^

American Labor Center (AALC) in Africa, andlHri^A^Free Labor Institute (AAFLI) in Asia Th.l
American

USAID (with supplemental support by the transnational
toon,) Fronr the early 1960s throughL ^7&^»
the USAm X T,' f

20°'000 3 year to the AIFLD 9 9

£d mfthe ^r
U
r,n

aimOSt $16 million to the AIFLD.) In 976

AATr lV^ A^f,
10 contributed about $150,000 a year to the

another <fn mini™ n <

AFL-CIO spent approximately

API rJ 3 year °n mt«national affairs." Altogether the

^rfr^rrf'^;5 mmi0n a aPP-ximately7riO
ft trade 11 bud^et °n activities largely designed to influence

oYl 19 2? 97
m °ther C°Untries

^
AFL -CI0 1965, pp.iu ii, 19-23, 27-34; 1977, pp. 30-38)

19611 ttToT"
InSti

t

Ut
!

f°r FrGe Lab°r development set up in

th
^ uln rnovl^r

°rtan
u °f

thG AFL 'CI° ?r°jects 'or influencing

and board nf 7 "J*
6 Iess - develoPed countries. The officers

orIss ^Qual of" ^1
thiS °r^ization have been made up more

tions In th' iQ«n
G°^e^ P* Uni°nS md transnational corpora-

a^d the rh^V % Piesident °f the AIFLD wa* George Mean?

E Grace rZ™^^ WaS J
'
P*ter G^e, president of W.

America) Ch??*£ With heaVy inve^ments in Latin

ComDanv ,mrf r
?"nckeroff

'

the president of Anaconda MiningCompany and Eric Johnsten, president of the Motion Picture Asso-
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tion oi America (both of which had a large stake in U.S. invest-

ments in the region) were also members of the board.* In 1965 U.S.

"liporations contributed 75 percent as much money as the AFL-CIO

jf did to the operations of AIFLD (Morris 1967, p. 93).

The purpose of, and the central focus for, all AIFLD activities

• to help prevent revolution and channel the union movement
"

conservative direction:

in a

The A.I.F.L.D. was first conceived back in 1959 by the A.F.L.-C.I.O.

Executive Council, as an organization to help democratic trade unions

in Latin America in their fight to grow stronger and to remain free

in the face of pressures from Communism and other totalitarian ele-

ments. . . .

The roots of unrest had sunk deep in Latin soil. The time was ripe

for social change—and whether the change would take the form of

violent revolution or constructive, peaceful development, hung in the

balance. It was against this backdroup that the training program for

union leaders in Latin America was conceived (American Institute for

Free Labor Development n.d.).

The AIFLD encourages Latin American Union leaders to adopt
a "positive attitude" to business, rather than an attitude of class

conflict:

Projecting keen and traditional A.F.L.-C.I.O. interest in strengthening
democracy and combating totalitarianism in the hemisphere through
free and strong unions, the A.I.F.L.D. seeks ... to help the Latin
American labor movement become full-fledged partners with manage-
ment and national governments in shaping the democratic future of
the area's social revolution (AFL-CIO 1967, p. 108).

In defending the AIFLD 's trade union leader program George
Meany argued:

• . . we have to show them the relationship between wages and pro-
duction. This is something that a few years ago they were completely
ignorant about. The South American worker's attitude was, if you
didn't get high wages it was because the boss wouldn't give it to you.
He had it, but he wouldn't give it to you. The production had nothing
to do with it. . . . They have no idea that labor has a contribution
to make to production.

From the testimony of Theodore Moscoso, U.S. Director, Alliance for
ogress, U.S., Congress, House, Committee on Appropriations, Foreign Opera-

Z^/fP'-opriations for FY 1963 Hearings
. . . , 87 Cong., 2d sess., 1962, pt.
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We have shown them what has happened in this country where
production has increased constantly over the years. . . . This is all

foreign to these people. As I say, we teach them that (Meany 1963

p. 142).

Fighting "communism," social stability, increasing production

and maintaining harmonious labor relations are the focus of the
AIFLD's activities. The most important of the AIFLD's activities

are

its trade union leader programs both in the less-developed countries

and in the United States. During the 1960s the AIFLD trained an

annual average of approximately 7,000 union leaders a year from

just the six major countries of South America, about 175 a year at

the institute's school in Fort Royal, Virginia. In 1975 and 1976 the

AIFLD trained a total of about 23,500 individuals a year in 14 dif-

ferent Latin American countries, and another 250 a year at Fort

Royal (AFL-CIO 1977, pp. 221-22).

Especially important is the Fort Royal program, which brings the

most promising local union leaders to the United States for periods

ranging from about three months to a year or two. The courses at

Fort Royal stress (free enterprise) economics, political philosophy,

international relations, and the American way of life as well as the

nitty gritty of business unionism. Very important parts of the pro-

gram are the organized tours of U.S. factories and working-class

homes and communities, and discussions with U.S. union members

and officials. This can not but deeply impress union leaders, whose

only knowledge of working-class life has been that of workers who

live and work under conditions much worse than their U.S. counter-

parts. Most can not help but also be impressed by the huge salaries

of U.S. union officials, and the generally affluent condition of U.S.

unions. They come from countries in which union officials usually

serve without pay, and union organizations have very low budgets.

The impression is easily gained, with the help of AFL-CIO ideological

guidance, that all these great material benefits are the product of the

capitalist system, and that the same benefits can come to Latin

America if they follow in the path of the U.S.

Using returnees to influence others, thus multiplying their effect,

is a central aspect of the program:

We send them back to their own country, and for a period of nine

months while they are still in their own country, we pay their living

expenses and wages, and they in turn, then under our supervision,

conduct classes to pass on to their fellows the things they have learned

(Meany 1963, p. 144).
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AIFLD in addition to its training activities also has a number
Th

grams designed to guide and advise local unions. U.S. labor

of
pr°

advise
local labor leaders in Latin America. The AIFLD

Pe
r program is designed to persuade local labor leaders to follow

*dv*° approved by the United States.

p0
T 1975 a new program at the AIFLD's Fort Royal Institute

developed that trained 40 Latin American unionists a year in

W3S
nizing techniques. On the completion of their training in the

°
T

rg

ted States, they are provided with a "scholarship" that pays their

fries for a year of full-time organizing in Latin America. This

oeram is partially funded by U.S. corporations that have a special

Merest in preventing the resurgence of revolutionary unionism m

fatin America, and who are thus working to avoid such a develop-

ment by attempting to build up U.S.-style business unionism as a

prophylactic (AFL-CIO 1977, pp. 221-23).

One of the more significant AIFLD interventions in Latin America

since its inception was its involvement in restructuring the Brazilian

labor movement after the military coup d'etat in that country in

1964:

After the popular revolution [sic] of April 1964 in Brazil, the Execu-

tive Council, at its May 1964 meeting, pledged its "allout effort and

resources to help revitalize the Brazilian democratic labor movement

and assure its progress on the path of freedom and independence." It

is heartening to note that the Brazilian democratic labor movement is

now participating in a national social and economic development

and participating in an advisory capacity in the drafting of new labor

legislation designed to guarantee trade union independence and free-

dom (AFL-CIO 1965, p. 106).

A national conference of labor leaders, held in Brazil after its 1964

revolution aimed at orienting the Brazilian labor movement and aiding

it during the trying period following the ouster of Goulart. The A.F.L.-

C.I.O., O.R.I.T., the International Trade Secretariats, the A.I.F.L.D.

and Brazil's three O.R.I.T. affiliated confederations were represented at

this conference (AFL-CIO 1965, p. 111).

This involvement would seem to speak clearly to the AFL-CIO's

commitment to "free trade unionism" and "human rights" in Latin

America.

The Activities of the African-American Labor Center and the

Asian-American Free Labor Institute parallel those of the American

fostitute for Free Labor Development. The AALC was set up in

1964 to perform the same role in Africa that the AIFLD was per-

forming in Latin America. From its inception until 1976 the AALC
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carried out 340 projects in 41 different African countries, prinian
in training trade union leaders. The AAFLI was set up in 196g !

y

the AFL-CIO to operate in Asia the way its two predecessors did ?
Latin America and Africa. From its beginning through 1976 th*

1

AAFLI-sponsored over 1,100 educational programs for more than
42,000 unionists in 17 different Asian countries including Indonesia
Korea, Thailand, Taiwan, the Philippines, and Singapore. The AAPlJ
has also been publishing numerous books and pamphlets. From
1968 to 1976 it published over 50 in six different Asian languages
Of all Asian countries the AAFLI is most involved in South Korea
where it has set up branch-level seminars for rank-and-file workers'
funded medical facilities for workers, supported union-organized
cooperatives and credit unions, and built community centers all as

part of its effort to build up conservative business-oriented unions
(AFL-CIO 1977, pp. 217-21).

In summary, we have seen that the AFL-CIO plays an important
supplemental role to the efforts of the transnational corporations

and U.S. government in influencing developments in the less-

developed countries in support of imperialism. Its union leader train-

ing programs that have been established in conjunction with USAID
play an especially important role in hindering the development of

class-conscious militant unionism while building up conservative

business unions that collaborate with the U.S.- based transnational

corporations.

SUMMARY OF THE ROLE OF IDEOLOGICAL HEGEMONY

Independently of their immense military and economic might,

the United States and the other advanced capitalist countries are able

to exert tremendous power through influencing the values and atti-

tudes of the people in the less-developed countries in ways favorable

to the interests of the transnational corporations. U.S. universities,

in conjunction with USAID and the major transnational foundations,

play a strong and continuing role in this process both through their

involvement in restructing higher education and especially in the

training of a growing number of students from the less-developed

countries. The transnational media corporations such as ABC,

NBC, CBS, Reader's Digest, and Time-Life together with UPI, M\
and the motion picture industry working with the USICA are domi-

nant forces in the radio, TV, newspapers, and magazines of the

less-developed countries, transmitting protransnational values and

attitudes. On the one hand, direct ownership of TV stations by U.S-
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tional media corporations has been declining, and there has

tr
ans«a

^ ht deciine in the proportion of total TV programming
been ported films that are from the United States. On the other

ffld
in

J.L ability of the transnational corporations to exercise power
band, +^ ^f o^wovticinrr rw/omioc Viae ovown with +V>£»n*"-' control of advertising revenues has grown with the rapidly

thr°U
ding sales of the transnational corporations in the less-developed

eXpa
?«^ (as well as with the billings of the U.S. advertising firms

countries ^ , , i * .—u\
dominate the advertising industry throughout the world),

though the various covert activities of the USICA and CIA in

flnencing public opinion through their multimedia efforts have

IT rlined somewhat, in the 1970s the changing international situation

ufigests a revival of such activities. The U.S. AFL-CIO has continued

to Play a strong role in reaching trade union leaders in the less-

developed countries, undermining militant class-conscious attitudes

and building up protransnational business unionism. The position

of the United States in the mass media in the less- developed countries

remains preeminent.

Other private nonprofit institutions in the advanced capitalist

countries also play an important role in influencing attitudes and

values in support of transnational interests. These include the

missionary efforts and metropolitan ties to the various Christian

denominations (especially in supplying priests, ministers, and other

religious workers) that operate in the less- developed countries and

the efforts of various charity organizations such as The Cooperative

for American Relief Everywhere (CARE) whose charitable con-

tributions to people in dire need can not help but win friends and

influence people for those prominently identified as donors.

All in all, the developed capitalist countries in general, and the

United States above all, are able to exert considerable ideological

power in good part through the coordinated efforts of their corpo-

rate, governmental, and private nonprofit institutions' activities in

the less-developed countries. Although there seems to have been

some change in the relative importance of various components of

the means of influencing attitudes and values, the strong role of the

United States appears to be unweakened from the early 1960s through

the end of the 1970s.

THE RELATIVE ROLES OF ECONOMIC, MILITARY, AND IDEOLOGICAL

DOMINATION AND THEIR TRENDS OVER TIME

The domination of the less-developed countries by the developed

countries, primarily the United States, occurs through a combination
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of military, economic, and ideological power. The specific

ponents of the domination of any country at a given point of
vary from those of another as a result of the variations in numer

^
factors, including the resources of the imperial powers, the nature
the dominated countries, and the degree of resistance to imperial!
Imperial powers vary in their resources. Some are relatively stron
as exporters-importers, others as foreign investors, others as mihtarv
powers, still others in their ability to project ideological influent
Generally, the strongest economy in the world, or in a region, e E
Great Britain in the nineteenth century, the United States in the
mid-twentieth century, needs to rely relatively little on direct colonial
administration because of its ability to control or heavily influence
international markets through its commanding position in imports
and exports as well as its predominance in foreign direct investment
and lending, that allow it to exert tremendous force. The relation of
Great Britain and the United States to Latin America after the expul-
sion of the Spanish and Portuguese is a leading case in point. Their
preeminent economic position vis-a-vis Latin America ensured highly
profitable trade and investment opportunities without the need for
permanent military occupation (although occasional military inter-
vention was necessary to correct a situation that deteriorated to the
point of jeopardizing foreign interests). Less powerful imperialist
forces, such as Spain and Portugal in the eighteenth century, Germany
and Russia in the nineteenth century, and Great Britain, France,
Portugal, and Japan in the post-World War I period, on the other
hand, have had to rely more on direct administration in order to
guarantee their economic interests.

The relative role of various economic, military, and ideological
factors also varies by the structure of the dominated countries.
Ideological domination, for example, has been more important in the

non-Islamic countries of Africa that have been largely Christianized,
than in the Islamic world, which has remained relatively resistant to

metropolitan values. Metropolitan ideological influence has been

especially important in Latin America, where the local ruling groups
have identified with France, Great Britain, and the United States

(and to an extent Germany and Spain) and where the cultural and
educational influence of these metropolises have been pervasive.

Other countries, such as Vietnam in the 1950s and 1960s, were
relatively little involved economically (either through trade or

investment) with the United States, but were heavily dependent on
the U.S. military (directly and indirectly) in order to maintain the

existing regime.
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fhere has been considerable modification over time in how the

p0litan countries as a whole relate to and dominate the less-

loped countries. Traditionally, especially from the last decades
deV

t! e
nineteenth century through the 1950s, the advanced capitalist

°f
\ries directly dominated the less-developed countries, ruling

C°U
m as colonies or protectorates, or in some instances through the

the

ent threat of military intervention, if other mechanisms failed.

The United States itself ruled the Philippines, Puerto Rico, Hawaii,

Samoa, Guam, and the Virgin Islands as direct colonies and such

areas as Cuba, Panama, Haiti, Nicaragua, Honduras and the Dominican

Republic, and Liberia as de facto protectorates. Beginning in the late

1940s with the independence of India through the liberation of the

Portuguese colonies in 1975, the world experienced rapid decol-

onization with the formal independence of most of Africa, Asia, the

Pacific Islands, and the Caribbean. However, only in a few cases was

this formal freedom, at least in the first instance, accompanied by

real independence from imperial domination. The old forms of

colonialism were replaced by new forms of neocolonial domination,

more subtle but almost as effective as the earlier overt modes of rule.

The period of direct colonialism from the middle of the nine-

teenth century to the immediate post-World War II period was

most advantageous for the major business interests in the advanced

capitalist countries. Profitable investment outlets were fully guar-

anteed against expropriation and unfriendly restrictions, highly

profitable monopolies of cheap raw materials were obtained, and

export markets were protected from prohibitive tariffs or quota

restrictions. As long as the natives could be taxed to pay for the

state that guaranteed their exploitation and drafted them into the

colonial army to preserve the colonizers rule, and the working class

of the metropolitan country could be taxed to make up any deficit

in the financing of the empire and be drafted to handle any crisis

in colonial relations, then the economic benefits accruing to the

Powerful business interests in the colonizing country were greater

than the costs.

But once a popular resistance movement grew up in response
to imperialism, the costs of maintaining formal rule escalated. The
advanced countries had to pour in vast sums of money as well as

troops in order to maintain their domination. In the process of

National liberation struggles, even when the natives consistently
lose the majority of military battles, profitable investment outlets

up, export markets evaporate, and raw materials cease to be
cheap and secure. The costs of suppression are manifested in domes-
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;

of

tic inflation, balance of payments deficits, lower standards of livi

and growing domestic opposition and instability. The col0l

powers eventually were forced to recognize that the benefits

direct rule were outweighed by the costs. In order to cut their

losses and maintain most of the profit possibilities from their inVest.

ments, exports, and raw materials imports, the colonizers retreated

to indirect rule or informal colonialism. Although imperialism now

had to share its profits with local ruling groups, at least in its initial

stages, indirect rule is less costly. Formal decolonization brought

with it increasing economic control of the secondary economic

sections by natives. But the economy as a whole tended to remain

dominated by metropolitan-based transnational corporations and

profitability remained high. Overt control and coercion have come

to be relied on less, but in their place have been substituted manipu-

lation, economic incentives, threats, and ideological domination.
,

Direct colonialism has been superceded by neocolonialism.

In almost all of the new states created in the postwar period of

decolonization a class of native rulers developed that came to serve

as the intermediaries between the old colonizers (or in some cases

the United States, which replaced them) and the vast majority of

the native peoples. Imperial power came to be mediated through

native power structures. There came to be a convergence in the

interests of the local ruling group and imperialism. The feelings

of freedom and self-determination that formal independence brought

"cooled-out" the anticolonial movements for a time. At least at first,

because of the appearance of local rule, resistance to imperialism

decreases considerably. The loss of a clear structure of imperial con-

trol makes it much harder to mobilize an antiimperialist movemen^

Gradually, however, the reality of continuing de facto d°mina
;

10

and exploitation by the advanced capitalist countries, t08el

with the increasingly self-interested rule of the new native leaae ,

reawakens the old movements that come increasingly to join

struggle for de facto independence and authentically popular
^

This process is a principal characteristic of the present perio

>

relations between the advanced capitalist and the less-deveioy

countries. „ , ... ^nwing
The United States in recent years has been faced with &u

worldwide opposition to its hegemony in the less^evel°pr,
tes to

tries. It has become increasingly costly for the United bta ^
maintain its informal empire. Once it became apparent tn*

g)

United States could not win in Vietnam (more or less in ^
the United States retreated from indirect rule to mechanism ^
have been referred to as the "Nixon Doctrine" (Klare 19^
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further cut its losses, while at the same time trying to

order
t0^^hulk G f its profit-making opportunities from its activities

^developed world, the United States has tended to back a

S X'elv powerful conservative regimes around the world (e.g

V* r
i In Israel Indonesia, South Korea, Egypt, Saudi Arabia),

B'
azi1

' pinected to exert local hegemony to protect U.S. interests

*bich f the same time, as with the OPEC countries, allowing the^ vprnments to nationalize key sections of their economies

local C transnational corporations keep overall control through

' s hlle ^ mination of both the world market and advanced technology

lheil r mode of imperialism saves U.S. troops and money, and

^ To a^oid the prohibitive social, economic, and political costs

?^i?ect intervention and outright ownership necessitate Like its

£ ' Lor the policy of indirect rule (neocolonialism) the Nixon

j^SHf indirect rule once removed accepts some loss in the

ZTofiU profits as the cost of hanging on to still tremendous and

Rowing froiit possibilities while reducing the prohibitive expenses

°f e

The

r

basis of neocolonial rules has traditionally lain in the conver-

gence of the interests of the politically dominant local groups with

hat of the transnational corporations. The local ruling class gams

economically through their involvement with foreign enterprise and

they often have their privileged positions guaranteed by military

intervention by the metropolis when necessary. The imperial states

are relieved of much of the burdens and problems associated with

ruling a foreign population, imperial interests being made relatively

secure by the local ruling group. Such protransnational regimes,

however, can generally only stay in power through military rule.

They maintain large standing armies, with military assistance from

the United States or other metropolitan countries, with which to

counter popular pressure to undermine their privileges as well as

those of the foreign corporations.

The further retreat from direct colonialism and direct ownership

°' the key sectors of the peripheral economies reflected in the

Nixon Doctrine has serious contradictions. On the one hand the

1(*al ruling classes cannot be expected to indefinitely do the dirty

w°rk of the United States. Eventually and perhaps gradually the

more secure and powerful can be expected to use their position to

futther their own interests even at the expense of the U.S. business

lnterests, either by acting on their own or, perhaps, by looking tor

fetter deal with other advanced capitalist countries. The Nixon

D°otrine thus tends in the long run to intensify intenmpenalist

On the other hand, the working people of these countries
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cannot be expected to indefinitely pay taxes and die for the
pres

vation of U.S. business interests. Their opposition to being used?
the United States can be expected to mount. But such imp

eri ?

mechanisms, while they are not as reliable as older more
dire .

forms, at least hold out the short run hope of maintaining a g0o

°

d
share of the profits of empire while cutting its costs.

Since the fall of the Shah of Iran, a principal "subimpenalise
junior partner in 1979, and the wave of revolutionary movements

in the less-developed countries—including Nicaragua, Grenada

Angola, Mozambique, Guinea-Bissau, Ethiopia, Afghanistan, and

Zimbabwe as well as Indochina—the United States appears to have

reevaluated the Nixon Doctrine in favor or at least a partial return

to the direct use of military force to protect the transnational

corporations' economic interests.

THE TRANSFER OF VALUE
WITHIN THE WORLD
CAPITALIST SYSTEM

This chapter treats the question of the direction of wealth or

value transfer between the developed and less- developed capitalist

countries. This is a question of central importance in the debate

between classical Marxists (e.g., Marx, Lenin, Luxemburg, Trotsky)
on the one side and the post-1928 Comintern, Mao Tse-tung, and
Marxian-dependency theorists, including Frank, Amin, Baran,
Sweezy, Emmanuel, and Wallerstein, on the other. While the former
have insisted that the profit-maximization principle and/or the lack
of profitable investment outlets in the most-developed countries
force material resources to flow from the developed to the less-

developed regions, the latter have argued that the monopolization
°f world markets operates to transfer real wealth or economic
^rplus from the relatively backward to the more advanced regions,
hereby aggravating the gap between them.

The question of the direction of wealth transfer is integrally
lnked to the issue treated in Chapter 10—the effect of imperialism

the relative rates of economic growth /industrialization of the
vanced and less-developed capitalist countries. Those who argue
at the direction of wealth transfer is from the advanced to the

ess-developed countries (e.g., Marx, Lenin, Luxemburg, Trotsky)
generally also argue that one of the principal effects of that wealth
ansfer is to accelerate the economic growth and industrialization
tne less-developed countries in relation to the developed. On the

k
hei" hand, those who argue that the direction of wealth transfer
away from the less-developed countries toward the developed

•8-, Prank, Baran, Emmanuel, Wallerstein) generally also argue that
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this process is one of the principal mechanisms by which growth
"

in the less-developed countries is retarded in relation to the advanced

capitalist countries.

The question of the direction of wealth transfer is central in the

analysis of the effects of imperialism. This is true not only fGr ^
effect on rates of economic growth, but also for its effects on class

formation and the possibilities for revolutionary transformation.

If more metropolitan capital, especially in the manufacturing sector,

is being transferred to the less-developed countries than is being

repatriated back to the developed countries in profits, then we would

expect the growth of an industrial working class to be accelerated.

If, on the other hand, the less-developed countries are being drained

of their "economic surplus," funds which otherwise would have been

productively invested, then we would expect the growth of an

industrial working class to be obstructed by imperialism. In this

latter case we might also expect that imperialism would reinforce

semifeudal or peasant relations in the countryside, rather than

undermine them, as would probably be the case if capital were being

transferred to less-developed countries.

The impact of capital transfer on class formation affects the

relative political role of various classes in the less-developed countries.

If the growth of the working class is blocked while the peasantry

is reinforced, and perhaps a large lumpen or marginal semiproletariat

is created in the cities, then these latter classes are more likely to

play a central revolutionary role. If on the other hand the export of

capital from the advanced countries accelerates the growth of an

industrial working class while undermining the traditional class

structure, we would expect the working class to play a more central

role in any antiimperialist or revolutionary movement than we would

otherwise.

A country, in contrast to a transnational corporation, can be

considered to exploit another when part of the latter's wealth,

income, or economic surplus is appropriated and transferred to

the former, i.e., the domination of one country by another in order

to economically exploit the dominated can, but does not necessarily,

result in the actual transfer of the dominated country's wealth t

the dominating country. The dominant transnational corporatio

may well elect to keep the wealth they accrue through imperial

in the dominated countries-as indeed the arguments of tradition

Marxism suggest. u r of
Wealth transfer between countries could occur in a number

ways. In traditional precapitalist empires the subordinated natio
^

were required to pay tribute or unrequited taxes to the unpen
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A subordinate country could be systematically plundered

P°
wv" wealth in the manner of the Spanish conquistadors, or by

of
lts

its people to produce raw materials such as gold and silver

forcing ^ ^ advanced countries. Such were the means by
f0f

-

h* the Spanish transferred wealth to Europe from their empires
#hlC

n„ A pQOT1 T.occ hm+ol onrl loco mfori mpphanictnc ***-

ico and Peru. Less brutal and less overt mechanisms can be

% as effective, such as repatriating profits on investments and

j
pst on loans The dominant country could invest in, or loan to,

'£ subordinant country to take advantage of cheap labor and then

striate most of its profits (in excess of any new investments or

fans) to the imperialist country. The dominant country could also

nnropriate the dominated country's wealth through unequal trade

hv using its monopoly position in world markets or its political

control over the local society to force the poor country to provide

its products at artificaUy low prices while it pays artificially high

prices for the industrial products of the imperialist powers. Further

an economically dominant country can impose various fees and

royalties on the dominated countries for use of advanced technology

as well as impose artificially high service charges of all kinds.

This chapter systematically examines the transfer of wealth

through profits on investment, interest on loans, and various fees

for services as well as the transfer of wealth through unequal ex-

change (i.e., imbalanced trade relations). First the net flow of funds

from U.S. investments in the less-developed countries is examined,

and new investments and loans are compared to repatriated profits,

interest, and fees. The net flow of funds from all the developed

capitalist countries to the less-developed world is then examined.

Finally, the terms of trade between the advanced capitalist countries

as a group and the less-developed countries are analyzed in order

to determine if there is a systematic transfer of wealth through trade

to the developed countries.

the transfer of wealth through u.s. investments

and loans in the less-developed countries

In this section the export of private capital by the U.S. megacor-

Porations and banks as well as U.S. government economic assistance

is compared with the repatriated profits on direct and indirect

Investments, interest on loans, income from fees and services, and the

interest on and repayments of principal from government loans.

Official "balance of payments" statistics are reanalyzed to properly

attribute income from petroleum investments. When this is done it



292 / THE LOGIC OF IMPERIALISM

is seen that from the mid-1960s to the late 1970s approxim
t

twice as much wealth was transferred from the advanced
capital^
sd to

United States. Private flows in the manufactured sector are ie also

countries to the less-developed countries as was repatriated to th

examined. Here it is found that after the mid-1960s slightly n
funds were directly transferred to the less-developed countries th

^

were repatriated to the advanced countries, but when funds that
^

first channeled through the banks of the less-developed countries
are

considered, considerably more was undoubtedly transferred to the
less-developed countries than was repatriated.

In the 1976-78 period the U.S. balance of payments income 0f

the private sector from the less-developed countries (including I

income on direct and indirect investments, fees, royalties, and loans)

averaged $12.1 billion. During this same period total private outflow
from the United States averaged $17.4 billion. Thus the private

capitalist economy appears to have exported to the less-developed I
countries 44 percent more capital than it repatriated in profits on
past investments.

However, to measure the real flow of material resources between

the less-developed and the developed capitalist countries two addi-

tional factors must be included. First, the net economic assistance

of the U.S. government, which in the 1976-78 period averaged $4.6

billion a year, must be considered. Added to total private outflow
|

this means that an annual average of $21.9 billion was transferred to

the less-developed countries in the 1976-78 period (see Table 9.1).

Second, balance of payments income, which attributes the repatria-

ted profits of the raw materials companies (which sell most of their

product to advanced capitalist countries) as a transfer of income
from the less-developed countries to the United States, misrepresents

reality. The tremendous profits of the raw materials companies

especially in petroleum are generated from their monopoly power on

the world market that is used to charge Japan and Western Europe

very high prices for their raw materials imports. The tremendous

sums that these countries must pay for their petroleum imports are in

good part transferred to the subsidiaries' parent corporations in New

York. Thus a real value transfer between Europe and the United

States is recorded in balance of payments statistics as a transfer

between the raw-materials-exporting countries and the United States.

What balance of payments transfers really measure is not the move-

ment of actual value from the raw-materials-producing countries to

the United States, but the sum that would have accrued to the less-

developed country had they had total control over the export o

their natural resources and their sale to the other advanced capitahs

countries, which is something quite different.
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1976-78 a total of $3.3 billion of repatriated profits was

ded in the raw materials sector. If this is removed from the
reC°V

ce of payments income from the less-developed countries and

fed as a value transfer from the other advanced countries that^
based most of the products of the U.S.-based transnational

^porations, total real income transfer to the United States from

i
less-developed countries is seen to have in fact averaged about

eg 8 billion in this period. New private capital flows to the less-

Lveloped countries thus in fact represented almost twice the sum

of
repatriated profits during the 1976-78 period. When net govern-

ment outflow to the less-developed countries is considered, in

order to evaluate the total effect of wealth transfer, the total sum

transferred from the United States to the less-developed countries

in the 1976-78 period was two and one-half times larger than the

profits repatriated by the transnational corporations and banks. It

is clear that far more wealth is being transferred to the less-developed

countries from the United States than is being transferred from the

former to the later. The direction of real resource flow is clearly

away from the United States (see Table 9.1).

Including net government transfers in measures of the effect of

private income transfer is appropriate since virtually all government

assistance goes to funding the exports of the advanced countries

that provide it. Such government export subsidies to their corpora-

tions are thus manifested in a real transfer of material goods to the

less-developed countries in order to increase the overseas sales of

the domestic operations of the transnational corporations.

After 1973 the ratio of total capital outflow from the United

to repatriated income (whether including or excluding income
°n raw materials investments) considerably increased. While the
ratio including raw materials repatriations was less than 1.0 in the

Pre-1973 period, it was greater than 1.0 after. The ratio excluding
raw materials increased from slightly greater than 1.0 to almost 2.0
at the same time. The big increase in capital outflows from the

United States after 1973 is mostly due to the rapidly expanding
^ternational lending of the U.S.- based transnational banks.

When total wealth transfers are measured, by taking into account
°oth private and government income flows, it is seen that in all

Periods since 1967 significantly more wealth has been transferred
°ut of the United States than has been repatriated. About 215
Percent more (excluding the effect of raw materials profits) in the

1967-73 period, and 180 percent more in the 1973-78 period.
*ven including the balance of payments income on raw materials

^vestments the United States exported 40 percent more than it

triated in the first period and 80 percent more in the latter.
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/ THE LOGIC OF IMPERIALISM

Since at least the mid-1960s real wealth has been systematically

transferred from the United States to the less-developed countries.

Further, since 1973 the flow of resources in the direction of the

less-developed countries has significantly accelerated.

For transnational investment in the manufacturing sector almost

all sales are within the countries where production is located. Here

profits clearly come from the labor power of local workers, rather

than from the monopolization of world markets, and here balance

of payments repatriated profits clearly indicate an actual transfer

of wealth from the less-developed countries to the home country

of the manufacturing transnational corporations. In 7 of the 12

years from 1967 to 1978 more funds were newly invested from the

United States in manufacturing than were repatriated as profits

back to the United States (see Table 9.2). The low ratio of new

investments to repatriated profits in the 1974-78 period, unchar-

acteristic of the longer term trends, reflects a significant decrease in

new direct investment from U.S. parent corporations rather than

either an increase in profitability or in the proportion of total profit

repatriated. This decline in new investment outflow from the

United States in turn reflects the changed policies of financing

new manufacturing investments, not a decline in the expansion of

overseas investments. In this period the transnational corporations

relied increasingly on using funds from financial institutions as well

as from reinvested earnings.

In the 1975-76 period, 50 percent of all new investment in manu-

facturing subsidiaries was from reinvested profits, compared with

38 percent in the 1967-74 period. Further, 29 percent was financed

by banks, compared to 17 percent in the 1967-74 period. In 1974-

76 only 8 percent of all new investment in manufacturing was

financed by new flows from the subsidiaries' parents in the United

States. This compares with an average of 16 percent from 1967 to

1974 (see Table 10.9).

In the post-1973 period the transnational manufacturing corpo-

rations are increasingly funding their subsidiaries' new investments

through borrowing from banks. In good part this borrowing has

been from the rapidly expanding local subsidiaries of U.S. trans-

national banks. New capital for the expansion of U.S. manufacturing

subsidiaries thus appears to be coming increasingly from the Unite

States in the form of funds transferred by the banks to their subsid-

iaries and then loaned to the local subsidiaries of U.S. manufacturing

corporations, rather than either through direct transfers within the

transnational corporations or through direct loans from financi

institutions in the United States. This changing mode of financing

manufacturing subsidiaries seem to reflect the far greater fun
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298 / THE LOGIC OF IMPERIALISM

available to U.S. transnational banks from deposits from the OPg0
countries since 1973, and the transfer of these funds to the rapi^
expanding transnational bank subsidiaries in the less-developej

countries.

The expanding profit possibilities of U.S. investments in manu.
facturing in the less-developed countries is seen by comparing

the
ratio of repatriated profits to total profits in this sector for the

developed and the less-developed countries. In 7 of the 12 years
between 1967 and 1978 a higher proportion of total profits was
repatriated from the other advanced countries to the United States

than from the less developed. Throughout this 12-year period

the rate of repatriation was about 10 percent higher for manu-

facturing investments in Europe and Canada than for Asia, Africa

and Latin America. The higher rate of reinvestment of profits in the

less-developed countries reflects the fact that the transnational

corporations are taking advantage of the cheap labor and the rapidly

growing internal markets in these countries.

Two additional effects must be taken into account before it can

be established whether in balance there is a net transfer of value

in manufacturing from or to the less-developed countries: first, the

effect of payments by subsidiaries of fees and royalties; and second,

the effect of "transfer pricing." Subsidiaries, as well as nonaffiliated

local firms, make payments to the transnational parent corporations

in the United States for the use of their high technology as well as

for providing specific managerial or technical services. In the 1967-

75 period the transfer of such income (from both subsidiaries and

nonsubsidiaries) averaged about 44 percent as much as repatriated

profits. The official quid pro quo of such "fees and royalties" is

the transfer of technology, and to a lesser degree organizational

skills. It would seem that the transfer of high technology together

with the mobilization of local wealth which such high technology

transfer entails (in 1974-76 a total of about 50 percent of new

investment of U.S. subsidiaries in manufacturing was generated

locally from sources other than reinvested profits and depreciation),

and the spin-off effects of providing markets for locally produced

materials, training of skilled workers and technicians, and the supp j

of fairly high technology outputs adds considerably more to wealth

creation in the local manufacturing sector than is repatriated as fees

and royalties (see Table 10.9).

Transnational corporations are in a position to either overcharg

or undercharge their subsidiaries for the goods they are supplied by

their parent corporations as well as undercharge or overcharge then1
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es for the *r imPorts from their subsidiaries in the less-developed
se

untries.
Such practices result in the profits appearing on the

C

°oks °f subsidiaries in the less-developed countries being higher

lower than the actual profit generated, with the corollary of the

°[ofits appearing on the books of the transnational parent corpora-

tions
being correspondingly lower or higher. The ability of the

transnational corporations to make profits appear on the books

0f
whichever branch it is convenient is known as transfer pricing.

Transfer pricing is used in order to reduce the worldwide level of

taxation (by making profits appear in those countries with the

lower tax rates), to get around restrictions on repatriation of profits

or new investment, and for political reasons, e.g., to fend off criticism

of too high profits and consequent possible restrictions on trans-

national activities. Whether transfer pricing is used to transfer

value to the developed countries or to the less developed depends on

the judgment of the international headquarters of the transnational

corporations about differential taxes, restrictions on repatriated

income, restrictions on new investment, and the political climate.

Some studies have shown that transfer pricing is used primarily

to transfer value from the less-developed to the developed countries.

For example, a study on transfer pricing in Colombia showed that

a firm was selling machinery to its Colombian subsidiary at a price

30 percent higher than to its locally owned Colombian competitor

(Barnet and Muller 1974, p. 164). This study also found that the

imports of the transnational corporations, often distributed by their

subsidiaries in Colombia, were frequently sold at sums considerably

higher than world market prices and that the differential was passed

on to the parent supplier in the form of higher charges. For example,
it was found that pharmaceutical firms charged 155 percent more
than world prices, the rubber industry 40 percent more, and the

electronics industry 16 to 60 percent more (Barnet and Muller 1974,
P. 158).

In general, transfer pricing is most likely to be used in this way
ln raw materials producing and commercial sectors where profits

^e likely to be especially high (e.g., in the sale of imported pharma-
ceuticals). The high profits actually generated from these subsidiary

operations are likely to be both highly taxed and to cause local

resentment, thus creating the possibility of antitransnational legisla-

tion, such as restrictions on repatriating earnings. There may be
restrictions on repatriating earnings or requirements that a certain

Percentage must be reinvested. In such conditions it is advantageous
*°r the transnational corporations to overcharge their subsidiaries
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for their imports from the parent, and to undercharge for tw
own imports from them, thus reducing the book profits of

subsidiaries.

Other studies of the pricing policies of manufacturing subsidy!

have failed to find evidence of transfer pricing being used in this way

Such was the result of Connor and Muller's systematic study of U.S.

manufacturing firm operations in Brazil and Mexico in 1972 (1977"

p. 11). In the manufacturing sector, where a high proportion of total

profits are reinvested and where the rate of profit might not appear

to the local people to be outrageous and the rate of taxation
is

|

not extraordinarily high, transfer pricing often works in the other

direction. This is especially the case if there are restrictions on new

investment coming into the less-developed countries, and if taxes

on profits in the home country are higher than those in the less-

developed countries. A number of countries prohibit or put special

restrictions on new investments in certain sectors (which are either

reserved for local capital or require a certain percentage of local

participation). However, it is common to exempt enterprises already

in place from such regulations. Funds can be transferred to subsid-

iaries for purposes of local investment without the approval of local

authorities by means of undercharging subsidiaries for purchases

from the parent and overcharging the parent for imports from its

subsidiaries

It is possible that transfer pricing might be being increasingly

employed by manufacturing transnational corporations as a means

of financing the expansion of their investments in the less-developed

countries. The motive for such a development could well be to get

around the growing regulation of new investments imposed by

many less- developed countries and to avoid restrictions on new

overseas investments imposed by the states of the developed capitalist

countries.

The above logic, combined with the detailed empirical evidence

available on U.S. manufacturing investments in the two countries

where such U.S. investments are concentrated (Mexico and Brazil)

that do not show transfer pricing operating to transfer value to

United States, seems to indicate that, at least in the manufacturing

sector, transfer pricing is not a significant mechanism by whic

wealth is transferred from the less-developed to the develop

countries. . .

n
In summary, at least in the case of U.S. investments, the direcu

|
of wealth transfer in both the manufacturing sector and overaj

toward the less- developed countries, although the specific forms t

this transfer has taken in the post-1973 period are different tn
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fore Not only industrial capital, but U.S. capital in general,

th°
Se

ts as classical Marxism predicted. Since the mid-1960s ap-

lhUS
aC

telv twice as much wealth was transferred from the United

pr
oXima y

lesg _developed countries as was transferred from the

Stat6
f Slaved countries to the U.S. Capital appears to flow to the

l6SS
'developed countries to take advantage of lower wage costs and

landing markets in these regions.

TRANSFER OF WEALTH THROUGH INVESTMENTS AND LOANS

^
ALL THE DEVELOPED CAPITALIST COUNTRIES TO THE

LESS-DEVELOPED CAPITALIST COUNTRIES

In this section the same processes that were examined above for

the relations between U.S. capital and the U.S. state and the less-

ee oped countries are examined for the relations between the

aggregate of all the developed capitalist countries and the less-

defeloped countries. At first it appears that the Section of wealth

transfer for the world system as a whole is the opposite from that

of the relation between the United States and &e less-developed

countries. However, when the statistics on flow of funds between

the advanced countries and the OPEC countries are properly eval-

uated, the direction of overall wealth transfer in the world capitalist

system as a whole is found to be the same as that between the United

States and the less-developed countries-toward the less-developed

C°U

In

n
i977 the developed capitalist countries as a whole transferred

to the less developed $8.6 billion in direct investments, $26.0 billion

in new private loans, and $43.4 billion in indirect investments (plus

various other payments), for a total input to the ^ss-developed

countries from the transnational corporations and banks ot */o

billion. On the other hand, the less-developed countries balance

of payments transfers of repatriated profits on direct investments to

the developed countries was $14.6 billion, on interest md principal

Payments for loans $40.3 billion, and for repatriated profits on

indirect investments, royalties, fees, and so forth $59.9 biUion, for

a total of $114.8 billion transferred (in balance of payments terms)

from the less- developed to the developed countries. This represented

a net transfer of $36.8 billion from the less-developed to the devei-

°ped countries (see Table 9.3).

If it is estimated that the total balance of payments transfer oi

income from the less-developed to the developed capitalist countries

accounted for by repatriated profits of raw materials transnational
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corporations is twice that repatriated into the United States h
U.S. raw materials firms (an assumption justified by the fa t

tlle

the United States accounts for approximately 50 percent of 1

tllatl
investment of the advanced capitalist countries in the less-dev 1

the

world and that the distribution of the overseas investments ^
advanced capitalist countries is similar to that of the United sT

^
then the net transfer of income on private accounts to the devel^
countries is reduced from $36.7 billion to $30.3 billion. Whe^
government economic assistance is also taken into account* IT
figure is further reduced to $13.6 billion-still a substantial su
It would still appear that the overall direction of wealth transfer
the world capitalist system as a whole is the opposite of that betwel
the less-developed countries and the United States.

It should be noted that in 1970—whether or not repatriated
profits in the raw materials sector are included-the direction of value
transfer was from the developed to the less-developed countries. A
total of $4.8 billion, if the raw materials sector profits are excluded
$1.2 billion if they are included. It should also be noted that for
both Latin America and South and Southeast Asia in both 1970
and 1977, whether or not raw materials profits are included or
excluded, the direction of real resource transfer is away from the
advanced capitalist countries. Further, in Africa in both 1970
and 1977 net value transfer was either toward this continent or

negligible.

The balance of payments flow of resources away from the <

less- developed countries toward the advanced virtually totally

originates in the Middle East—a region in which, in 1977, $27.3
billion was recorded in the balance of payments statistics as trans-

ferred to the developed countries (as compared to just $2.3 billion

in 1970). This presents an apparent paradox. At the time when'j

the OPEC countries of the Middle East radically increased then-

revenues from petroleum, and obviously have transferred tremen-

dous wealth to themselves from the advanced countries, very large

balance of payments transfers have been recorded in the opposite
|

direction. This clearly reveals a problem with the uncritical use of

balance of payments transfers as an indicator of real wealth transfer-

It is clear that the Middle Eastern (and other OPEC) countries, by

radically altering the terms of trade in their favor, have been accruing

far more wealth to themselves than the advanced countries are

repatriating as profits. In fact, the considerably increased absolute

size of profit transfers out of the OPEC countries in the post-1973

period reflects: first, a smaller share of much larger profits for the

transnational corporations; and second, income accruing to the

OPEC countries that is deposited in Western banks or otherwise

invested in the advanced countries.
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OPEC countries have been able to appropriate for themselves

^ roportion of the wealth that was formerly transferred from

a '^JJtries that purchased their petroleum to the home countries

the
h transnational corporations that controlled it. They are,

°* keeping a large portion of the funds accruing to them from
fUftll

sales in the advanced countries rather than investing them in
K
v own countries. When this process is understood, it is clear that

lirection of wealth transfer in the post-1973 world capitalist
tne

is clearly from the developed to the less-developed countries.

**S

]n Latin America in 1977 the net income transfer from the

eloped countries represented 1.3 percent of this region's GDP.

[South and Southeast Asia it represented 1.8 percent. In Africa

,which includes Algeria, Libya, and Nigeria, all major petroleum

exporters) it was recorded as -.2 percent. It is clear that if these

three OPEC countries are removed for the reasons elaborated above,

the figure would be as positive as that for Latin America and South

and Southeast Asia. The slightly negative figure for Africa and the

large negative figure for the Near East obscure a much bigger flow

in the opposite direction through radically improved terms of trade

for the petroleum-exporting countries in the post-1973 world.

That this is in fact the case is shown when the figures for OPEC
and the non-OPEC countries are examined separately. Here it is

seen that the net private outflow from the petroleum exporters

to the advanced capitalist countries in 1977 was $37.8 billion, but

the net input to the non-OPEC economies was $1.1 billion. The
OPEC countries experienced a much larger outflow than input on

direct investments, loans and indirect investments /fees and royalties,

and so forth. The non-OPEC countries, on the other hand, experi-

enced a net outflow only on private loans. These latter countries

received almost $1 billion more in new investment than was repatria-

ted in profits on direct investment as well as $5 billion more in

indirect investments than was withdrawn from them in fees and
royalties, dividends on indirect investments, and so forth.

While in 1977 the OPEC countries provided over $3 billion more
foreign assistance than they received, the non-OPEC countries
received a net of almost $20 billion dollars in foreign assistance,
m°stly from the states of the advanced capitalist countries. Thus,
c°nsidering both public and private flows in 1977, the non-OPEC
countries received $21 billion more from the advanced capitalist
c°untries than they sent to them.

The "fast-growing exporters of manufactures" in 1977 received

°_ percent more direct investment than was repatriated from them.
Ihis represented 60 percent of all new investment by the advanced
capitalist countries in the non-OPEC countries, and 42 percent of
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all investment by the advanced countries in the less-de
countries (including the OPEC countries). It is clear thatT
capital is attracted to these rapidly industrializing countries an
it is apparently playing a significant role in their growth,
considering loans and indirect investments and fees and ro ^T'
the fast-growing exporters of manufactures received almost J

es
<

as much from the private sector of the advanced capitalist coif**
0
?*— ~ t- * ^ au,aj,v-cu «-apiiaiist count*

as was repatriated to them. However, these countries in iq

1 the

sets of countries was thus $3.9 billion away from the advan^S

, WJCS in ]
received a net total of $4.1 billion in foreign assistance from
metropolitan states. The total net flow of funds between these

countries toward the less-developed, rapidly industrializing man
factures exporters.

In conclusion, it is clear that just as in the case of the US
relation with the less- developed countries, the basic effect of the
interaction of all of the advanced capitalist countries with the less
developed is now a net transfer of wealth from the advanced to
the less developed. In the second stage of monopoly capitalist

imperialism, the direction of value transfer through investments and
loans is in the direction that the classical Marxist tradition, rather
than Marxian-dependency theory, predicts,

THE TRANSFER OF WEALTH THROUGH TRADE

In addition to the possibilities of transferring wealth from the

less- developed to the developed capitalist countries through repatria-

ting profits on investments, interest charges on loans, and collecting

fees and royalties, value can be transferred by means of systematically

overcharging the less-developed countries for their imports from the

developed countries, while systematically underpaying for their

exports to the developed countries. We have already noted that

there may be a tendency for many transnationals to do this in their

intracompany trade. The potentialities of value transfer through

exchange between the labor-intensive raw materials and light indus-

trial exports of the less-developed countries, which are owned by

natives of the less- developed countries, for the high technology

exports of the transnational corporations in the advanced capitalist

countries would appear to be considerable.

The principal means that the transnationals in the developed

countries have of transferring value to themselves through trade

with (nonsubsidiaries) in the less-developed countries is their mono-

polization of world markets. Their power lies in their ability to
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set the prices of the high-technology industrial exports

coU
ude priced countries while the producers of most commodity

af
the 3d

the legs _ developed countries operate in competitive

s ports 10
, oKiii+v to *Pt. their nrices (Detroleum since 1973.6*P

00

B*P
01
7 with little ability to set their prices (petroleum since 1973,

has been an exception). This means that the high-techno-

f
course,^ ^ monopolized industries in the advanced countries

logy Pr0
be sold to the less- developed countries for more than their

tend
/measured either in terms of socially necessary labor time or

^mis of what their equilibrium price would be under fully com-
'n

-five conditions), while the labor-intensive products of competitive

tor industries in the less-developed countries tend to be sold

J^less than their value (similarly measured).

There has been considerable discussion in recent years about

ade exploitation. Much of this debate has focused on the argument

of Arghiri Emmanuel (1972).* Emmanuel argues that profit or

surplus value is redistributed through world trade among different

regions in proportion to wage costs. And thus that the surplus or

profit generated through exploiting low-paid workers in the less-

developed countries is in good part transferred through "unequal

exchange" (unequal in terms of the amount of value measured by

the labor time incorporated in the products exchanged) to the

capitalists and workers in those areas where wages are high. The

high-value products of the periphery are exchanged for the low-value

products of the core.

Emmanuel makes the questionable assumption that the price

of the commodities produced in the two areas is not inversely

proportionate to each area's labor productivity. In fact, if the

effect of technology is controlled, the workers in the advanced

countries are seen as being as exploited as the workers in the less-

developed countries, i.e., the proportion of their product for which

they are not paid is of roughly the same size. The poverty of workers

in the less- developed countries is a product primarily of the back-

ward economic conditions (for which imperialism may in good

Part be responsible). It is not primarily a result of these workers

Producing relatively more than the workers in the advanced countries

for which they are not paid.

Emmanuel's argument hinges on two assumptions: first, that

Profit is distributed among capitalists throughout the world propor-

tionate to their costs because competition among them results in

*For critiques oT Emmanuel's argument see Brown 1974, chap. 10; Amin 1976,

PP. 138-54; Bettleheim 1972; and Kay 1975, pp. 107-1 9.
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capital flowing from the least to the more profitable sectors

the rate of profit (the ratio of profit to costs) is evened out-
^

second, that the wage costs of capitalists in the developed count^
are much higher than those in the less-developed countries be

^
of the superior bargaining power of metropolitan worke-
need for the ruling class to secure the loyalty of their dome
working class. From these two assumptions Emmanuel dedu

10

that the higher wage costs of producing the export commodities^
the advanced countries relative to those of the export commoditie
of the less-developed countries results in a higher proportion of th
total surplus value generated in the world capitalist system accruing
to the advanced countries. Surplus value is, according to Emmanuel
distributed proportionally to costs to equalize the rate of profit'
thus producing a transfer of wealth from the less-developed to the
developed countries.

The principal fallacy in Emmanuel's argument is in forgetting

that surplus value is distributed only in proportion to socially neces-

sary labor costs in a truly competitive market (where capital as well

as labor is freely mobile, i.e., under what classical economists called

"equilibrium conditions"). The condition of such a world equal-

ization of profit rates would thus necessarily be full international

mobility of capital as well as international mobility of labor. Such
mobility, at the equilibrium point the model assumes, would result

in equal wages in all parts of the world system—a result which

conflicts with one of Emmanuel's assumptions, thus rendering

his whole argument internally self-contradictory.

If capitalists in the advanced countries are able to successfully

sell exports at prices calculated on the basis of labor costs plus the

average world rate of profit, as Emmanuel maintains, they would

equally well be able to sell the same commodity at the same price

if their wages were lower. Their ability to sell at a given price has

nothing to do with their costs, but only with world demand, which

is manipulated by the monopoly power of the transnational corpo-

rations that set their prices at the level which maximizes their profits

regardless of how low or high wages are. If selling at such a price

results in below-average profits because wages are too high they

attempt to reduce their costs by either introducing labor-saving

machinery to replace workers or by transferring their operations

to lower wage areas. They do not raise prices to a level higher than

what the market has already established as their optimum.
There are a number of political obstacles to the free movement

of capital and labor between the wealthy and the poor countries

that in fact act to keep wages higher in the metropolis and lower in
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,.veloped countries. These include restrictions on the

^ leSS

f capital and the immigration of laborers, and the import

<*P°
rt

°Lsive goods. These obstacles to the operation of free

of
ineXP

!vist in good part in order to secure the political loyalty

Jerking people of the advanced countries. Metropolitan

°f
the

would likely be socially disruptive if their real wages were

*°rk
^rallV decline because of the large-scale transfer of factories

10 *!Tthe massive immigration of workers from the less-developed

^rfp's willing to work for much less than they, and the uncon-

C°t import of goods made with cheaper labor. However, there

ff

wav that the less-developed countries can be made to pay for

fj hieher wages of the more developed countries by charging any

'

ore than they are already paying for metropolitan exports. They

ZL pay all the market will bear for the monopolized exports

f the metropolis. The political factors that result in the wages

In the developed countries being higher than they would be with

unimpeded capital, labor, and export markets can only result in

the redistribution of wealth (part of which may come from the

less-developed countries through unequal exchange) from the trans-

national corporations' profits to workers' salaries. It is only the

monopoly power of the transnational corporations relative to the

competitive conditions in which the less-developed countries expor-

ters operate that can result in the transfer of value to the developed

countries through unequal exchange.

There are a number of factors that aggravate the poor bargaining

position in international markets of export producers in the less-

developed countries. First, in the typical export commodity there

are far more independent producers, both different countries and

individual enterprises within a given country, than tends to be the

case for the advanced regions. This means that it is much more

difficult for producers in the less-developed countries to collude,

either formally or informally, to establish their prices. Further, the

rate of growth in metropolitan demand, no matter how inexpensive

the price, is rather slow for the bulk of exports. Thus increases in

output, rational from the point of view of the individual competitor,

tend to drive down prices more rapidly than total sales increase.

This is the case because of the limits to the consumption of bananas

or coffee as well as to the development of substitutes for, and more

efficient uses of, various mineral and vegetable goods produced

by the less-developed countries. The inflexibility in redeploying

resources to more profitable uses in the less-developed countries,

a consequence of the low level of their productive forces, thus

results in the raw materials exporters' acceptance of lower than
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tries
have increased radically in favor of the less-developed

n

trieS .
Considering the ratio of the terms of trade of the less-

ened to the developed capitalist countries as 100 in 1970,
;''

iW from 100 in 1972 to 198 in 1974. It remained fairly stable

feeding years. This improvement reflected the OPEC use of
1,1

nopoly power, as can be seen from the rise in the terms of trade
0
{the major petroleum exporters from 114 in 1972 to 335 in 1974,

°hile the terms of trade of the nonpetroleum exporters among

JJie
less- developed countries remained constant between these two

years. In fact, there was little change in the terms of trade of the

nonpetroleum exporters among the less-developed countries in

relation to those of the developed capitalist countries between the

1960s and the 1970s. Their terms of trade in relation to those of the

eloped countries increased slightly between the 1960s and the

1970s, rising from an average of 95 in the 1960s to an average of 98

in the 1970s. On the other hand, the terms of trade of the major
petroleum exporters in the post-1973 period averaged approximately
three times their terms of trade in the 1960s (see Table 9.4). This

means that the major petroleum exporters have been able to secure
three times as much of the high-technology (manufactured goods and
basic foods) exports of the advanced capitalist countries for the same
amount of petroleum in the post-1973 period than before. Given the
tremendous value of the petroleum trade this has meant an enormous
transfer of wealth to the less-developed petroleum exporting coun-
tries. It should be noted that the limited capacities of the OPEC
countries to absorb a transfer of real wealth from the developed
countries has resulted in a large portion of their radically increased
income being deposited in the major metropolitan banks of Europe
and the United States. These deposits have been lent out, largely to
the nonpetroleum-exporting less-developed countries, to finance
their imports (in part petroleum from the OPEC countries). Thus
the transfer of material wealth to the petroleum-exporting countries
!s actually considerably less than the terms of trade statistics (which
reflect changes in legal ownership) suggest. Changes in the legal
title to wealth have not resulted in a comparable transfer of real
resources.

It is clear, however, that the only significant change in relative
advantage from trade or transformation of unequal exchange that
has occurred in the 1960-79 period has overwhelmingly favored
the less- developed countries, if only the 12 to 15 major petroleum
exporters. There has, however, been no tendency for the terms of
trade of the other less-developed countries to deteriorate. There
was even a slight improvement in the terms of trade of the non-



TRANSFER OF VALUE / 313

m exporting less- developed countries in relation to the

petf°d capitalist countries. However, it is almost certainly the

deVel°P
t the superior monopoly power of the metropolitan countries

t all monetarily significant commodities except petroleum

in tQ result in a transfer of real wealth from the less-developed

c
' 0ll

u
in

ripveloped countries.
.

10
r' hould be noted that the less-developed countries have tried

n the terms of the trade to their advantage by attempting

t0

u

U

Se their control over a significant proportion of the world's

t0

"urces other than petroleum. There were in the mid-1970s

Queers' associations in bauxite (the most successful of them)

Pr
t

° 1974, in copper (1967), iron (1975), mercury^1975),
Se\L (1975 natural rubber (1970), bananas (1974), cocoa

SS coffee (1973), pepper (1970), and tea (1933) as well as

number of regional producers' associations with a significant

proportion of the world trade in sugar, coconut, ground nuts and

Eer However, as the balance of trade statistics for the 1960s as

compared to the 1970s show, these associations have not been

S to significantly improve the relative terms of trade between

the less-developed and the developed capitalist countries. The

most that can be said for them is that^™W^e *

worsening in the terms of trade between the 1960s and 1970s. It

has only been OPEC that has been able to effectively monopolize

the world trade in a commodity which happens to have a huge and

continually increasing, as well as a relatively inelastic, demand

(United Nations Economic and Social Council 1978, pp. oZU-Z /

,

Wachtell977, p. 41). , „ ,

We can make some rough guesses about the absolute magnitude

of trade exploitation. The long-term terms of trade moved against

the less- developed countries in favor of the developed from 1876-8U

(toward the end of the period of free competition m the world

system) to the 1960-70 period by 25 percent. A given amount

of exports of the developed countries bought one-fourth more m
the 1960s than it would have in the last part of the 1870s (Brown

1974, p. 249). The non-OPEC countries imported approximately

$105 billion worth of material from the developed capitalist econ-

omies in 1977. If it could have purchased them at the 1876-80

terms of trade, which it might be assumed reflected essential y

competitive conditions, it would have cost them approximately

$84 billion. Thus, we can estimate that the value transfer from the

less-developed to the developed countries through trade was very

roughly on the order of $20 billion. This assumes that the terms oi

trade in the 1870s were representative of competitive conditions and
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,w thp deterioration since then essentially reflects monopolization,

ather tha^ differentially changing technology The OPEC countries

1977 exported $112 billion worth of goods (almost all petroleum)

Z the developed capitalist countries. Considering the rise by a factor

of three in terms of trade from 1972 to 1974 in the trade of the

OPEC countries with the developed, together with the assumption

that before this time, like all other less-developed countries, their

imports were overvalued by 25 percent, suggests that approximately

$65 billion of the $112 billion is the result of OPEC's relative mono-

poly power in relation to the developed capitalist countries. Even if

it is assumed that the imports of the less-developed countries were

overvalued by a factor of 50 percent, i.e., that even m the period of

competitive capitalism the terms of trade were 25 percent m favor

of the developed countries, then the non-OPEC countries m the post-

1973 period were losing about $35 billion a year while the OPEC

countries were gaining about $55 billion. In 1977 the non-OPEC

countries' loss through trade exploitation was between roughly 2.5

percent and 4.5 percent of their GDPs (depending on whether the

25 percent or 50 percent assumption is used) while the gam from

unequal exchange of the OPEC countries was roughly 15 percent

of their GDPs.
t1 ,

It should also be noted that the radical increases m the price ot

petroleum on the world market and the resultant transfer of huge

sums to the OPEC countries that it has produced has not hurt the

U.S.-based megacorporations. On the contrary, most U.S.-based

transnational corporations, banks, and major industrial exporters

have benefited considerably. As has been noted, the profits oi

the U S -based transnational petroleum companies skyrocketed witri

the world price of petroleum (see Chapters 5 and 7). The industrial

exports of the United States to the OPEC countries also skyrocketed.

US megacorporations, especially armaments manufacturers, re-

ceived a disproportionate share of OPEC funds in exchange for their

wares. Saudi Arabia and Iran, especially, greatly increased their

purchase of U.S. advanced weapons. These purchases not only adde

considerably to the profits of U.S. arms manufacturers, but aiso

served (in the spirit of the Nixon Doctrine) to create strong regional

powers (not always successfully) that would -stabilize" the petro-

leum-exporting regions for the transnational corporations and tn

U S state

The OPEC countries have spent only a portion of their tremen-

dous petroleum income on industrial imports from the advan

countries. They have deposited most of the rest in the major Pri™
banks of the advanced countries. U.S. banks have received a healtny
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of these funds, which have then in good part been lent out

P
ort

!ue nonpetroleum-exporting less-developed countries. U.S.

t0
nation/ banks thus acquired both significantly expanded

tra
nsnauo

q the less.developed countries to follow protrans-

mean
Ll economic policies as well as the profits from interest on

*eS
fnStion, the radical increase in petroleum prices functions to

.

P ns megacorporations an edge over their competitors ,n Europe

j j^L in both the domestic U.S. and the world mark*.. Except

a"
r ^Britain the major international competitors of the Un.ted

^.rCS-t Germany, France, Italy) import virtually^

f their wtroleum. The United States in the middle and late 1970s

°
ilortingsLhtly less than half. This meantthat the considerably

was importing siignt y ^ tQ theoQsts

ST—£^exports of the U.S. competitors than to those

°
f US corporations. The relatively greater cost increases of the U.S.

^etito sZs been one of the principal causes of the narrowing

of differential rates of economic growth between them and the

nt^S SthWer from trade^f^f^Z
thus be very roughly estimated at something between $5 billion

TwHh the 50 percentassumption) to $30 billion

assumption) in favor of the less-developed countries. Thus, while

"1973 it appears that there was a annual transfer of wealth« trade and^investment roughly of the order of 2 to 4 percent

of the GDPs of the less-developed countries since 1973 there has

been a transfer of wealth of something of the order of .5 to 2.5

percent of the value of the GDPs of the less-developed countries

from the developed to the less developed.

SUMMARY

The effect of transnational investments, loans, and

income transfers in the 1970s has been to transfer wealth
.
to the

less-developed countries. This is clearly shown to be the case in the

economic relations of the United States with the '^-developed

countries. It is true for the world capitalist system as a whole as

well, as can be seen when the balance of payments flows are carefully

examined. World trade after 1973 resulted in a net^ansfer ot

resources to the less-developed countries, albeit c°ncen^ "
of

12 to 15 principal petroleum exporters. The pattern «

wealth within the world capitalist system in the present stage or
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monopoly capitalist imperialism has clearly changed from the Pre .

vious stage. The political independence of the less-developed coun-

tries, together with the availability of cheap labor for employment
in

capitalist enterprises in the less-developed countries (by both iOCal

and transnational capital), has made a decisive difference.

If we make the 25 percent assumption about the effect of mono-
polization of world markets in favor of the developed countries

and thus estimate that in 1977 there was a net transfer of wealth

from the developed capitalist countries to the less developed of

roughly $45 billion through trade, together with a balance of pay.

ments net transfer of $14 billion from the less developed to the

developed (see Table 9.3), it can be estimated that approximately

$30 billion of material wealth was transferred (considering the

effect of trade, all investments, loans, and governmental assistance)

from the developed capitalist countries to the less-developed coun-

tries in that year.

It appears that the expectations of the pre-1928 mainstream of

Marxist thought concerning the direction of international capital

flows have been confirmed in the 1970s (although they were pre-

mature in the early part of the twentieth century).

10
THE ECONOMIC

DEVELOPMENT OF
THE LESS-DEVELOPED

COUNTRIES

This chapter treats the question whether the imperialist dom-
ination of the less- developed countries inhibits or facilitates their

economic growth, industrialization, and all-around development.
It treats the related question of the extent to which the economic
growth of the less-developed countries is distorted because of their

involvement in imperialist relations. Some of the social effects
of development within the imperialist system on less- developed
countries are also examined. This latter topic is expanded on in a
subsequent chapter on class formation. The issues dealt with in this

chapter are central in the debate among the various theories of
imperialism. This is especially the case for Marxian- dependency
theory and the 1928 Comintern theses, which argue that the econo-
mic development of the less- developed countries is blocked by
imperialism, and the pre-1928 classical Marxist tradition, which
maintains the opposite.

*JHE DEVELOPMENT AND INDUSTRIALIZATION OF ASIA,
AF RICA, AND LATIN AMERICA

Through the competitive capitalist and early monopoly stages of
perialism the rate of economic growth was less in the less-developed
untries than in the advanced capitalist countries, partially because

^ the actual transfer of wealth through trade and repatriated profits
° the developed countries, but more importantly because of the
^ctural blocking of capitalist development and industrialization.

317
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The countries of Asia, Africa, and Latin America were not only k
technologically backward and poor but were in many cases actu?
impoverished and underdeveloped, i.e., living standards were redu
and the relative state of the productive forces, at least in br*
sectors, declined. Thus in India the living standards of the
declined in the period of British rule. Through the nineteenth
century there was actually a ^industrialization, as cheap British
manufactured imports drove out traditional artisan products
Similar processes occurred in much of Asia, Africa, and Latin America]
during the nineteenth century and early twentieth century. Xh

&

displacement of traditional artisans and peasants from their trades
and the land greatly expanded the pool of unemployed and semi-
employed urban laborers who were required to sell their labor power
at a pittance in order to secure subsistence. Relative overpopulation
in the land caused by structural blocks to increasing productivity and
lack of land reform, together with the encouragement of population
growth, produced increasing rents as well as growing propertyiessness
among the peasantry. Colonial administrations encouraged speciali-
zation in raw material products (sold at low prices to Europe)
and put obstacles on the establishment of modern manufacturing
industries. Imperialism resulted in the economic devastation of
the less- developed countries.

More or less coincident with the formal independence of the
less- developed countries, the tendency toward an equalization of
the level of economic development of the different parts of the

world capitalist system became predominant. In the late stage

of monopoly capitalist imperialism capital is flowing to the less-

developed world to take advantage of cheap labor and growing
local markets. The transfer of high technology to both transnational
subsidiaries and nonsubsidiaries accelerates growth. At least in one
centrally important commodity, petroleum, the terms of trade have

shifted radically against the developed countries. Considerably more
of the profits realized through the monopolization of world raw

material markets are now being appropriated by the less-developed

countries. Local ruling groups in many less-developed countries

have come to have a real and growing commitment to the rapid

economic growth and industrialization of their countries. Further,

many less- developed countries receive crucial technological advice

and assistance from, as well as trading partners in, the socialist

countries. This forces the West to loosen up in providing more

and better technological advice and assistance, and become more
reluctant to use the trade weapon. These processes together seem

to be responsible for the reversal of the long-term tendency to

ECONOMIC DEVELOPMENT OF THE LDCs /

ase the gap between the rich and the poor, and to have resulted

'""the l970s in a relatively raPid narrowing of the gap, especially

"\ween such old imperial powers as the United States and Great

Britain,
where living standards have become virtually stagnant, and

^cn very rapidly growing nations as Brazil, Taiwan, South Korea,

the OPEC countries.*

The logic of profit maximization leads the transnational corpora-

tions to invest where costs are the least and market opportunities

are the greatest. Depending on the type of production (e.g., degree

of labor intensiveness, transportation costs of the raw materials

and final product, and need for highly skilled labor), minimizing

costs depends more or less on a low level of wages. The more labor

intensive production is, the less the need for a large number of highly

skilled workers; and the less the relative transportation costs for

raw materials and shipping goods to market, the more likely it is

that the transnational corporations will invest in the economically

less-developed areas of the world where cheap labor is plentiful.

Because entry is generally considerably easier in manufacturing than

in mineral extraction, monopolies are, as a rule, considerably more
difficult to maintain, and hence the flow of industrial capital is freer

than is the case with extractive capital.

The penalty for a transnational corporation choosing not to
invest in industrial production in the less-developed countries, but
rather to pay the higher labor costs in the advanced countries, is a
lower rate of profit, and potentially, as a result, perhaps eventual
bankruptcy at the hands of other transnational corporations (U.S. or
otherwise) that are able to accumulate at a more rapid rate because
they do take advantage of cheaper labor available in the less-developed
countries.

In the 1970s the long-term tendency for the poor to get poorer
^d the rich richer was reversed. The rates of growth of GDP per
CaPita in the less-developed world came to exceed those in the
advanced countries. The relative rates of increase in industrialization,
which had long been greater in the less-developed than in the ad-
vanced countries accelerated in relation to the rates of increase
,n the advanced.

While in the 1960s the rate of growth in GDP per capita of the
ess-developed countries was 78 percent that of the developed
CaPitalist countries (3.1 percent versus 4.0 percent) in the 1970s

Much of I he analysis thai follows is in essenl ial agreement wit h Bill Warren's seminal
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it was 157 percent greater (3.6 percent versus 2.3 percent). \n „

1960s the rates of growth of all four regions of the less-devew!

world except for the Middle East were less than those of the advan

ced capitalist countries. In the 1970s all four regions had rates 0f

growth more rapid than the developed countries. Through
both

the 1960s and the 1970s all four regions had more rapid rates 0f
growth in the manufacturing sector than did the advanced capitalist

countries. The contrast with the slow rate of growth of the U.s

economy is even more striking when compared with the less-devel-

oped countries. In the 1970s the rate of economic growth in the
]

manufacturing sector was three times more rapid in the less- developed

countries than in the U.S., while it was two and half times as rapid

as in advanced capitalist countries as a whole (see Table 10.1).

Especially rapid rates of both overall economic growth and growth ml
the manufacturing sector in the 1970s were demonstrated by Nigeria

(5.0 percent and 17.6 percent respectively), Brazil (6.8 percent and

10.2 percent), Iran (7.4 percent and 17.2 percent), and South Korea

(8.0 percent and 18.3 percent).

It should be noted that as rapid as the rates of GDP per capita

and the rate of economic growth in the manufacturing sector are,

they are exceeded by the average rate of growth in the socialist

countries. In the 1970s the rate of growth in net material product

per capita in the socialist countries was 5.0 percent, 2.2 times more

rapid than in the developed capitalist countries (the USSR's rate of

growth was 2.5 times that of the United States during this period)

and 1.4 times more rapid than the average for all the less- developed

countries. The rate of growth of the socialist countries in national

income per capita exceeded that of all four of the regions of the

less- developed capitalist world in both the 1960s and the 1970s.

The implication to be drawn from these latter comparisons is

that the involvement of the less-developed capitalist economies

in the world imperialist system, their economic domination by the

transnational corporations based in Europe, Japan, and the Unite

States, and the political pressures they are subjected to from the

advanced capitalist countries results in inhibiting their rates o

economic growth in comparison to what they could be if they wer

to adopt a socialist mode of production. In other words, wtl

development and especially industrialization are in fact induced y

contemporary imperialism the extent of that development an^

industrialization (as well as its quality and the distribution °f\
benefits) is still negatively affected by imperialist relations, vvhi<^

impose a logic that prevents the maximum mobilization of resour

and their allocation in the manner of socialist-planned econorm
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While in I960 the percentage of the total GDP of the less-

developed countries that originated in industry was 20 percent,

in 1978 it was 27 percent. This compares with the developed capital-

ist countries, where 41 percent of their GDP was in the industrial

sector in both 1960 and 1976. Thus in terms of sectoral distribution,

the less-developed countries closed about one-third of the gap

between 1960 and 1976. (World Bank 1978, Table 3.) Hypothet-

ically, if present trends were to continue, the share of manufacturing

in the GDPs of the less-developed countries would catch up with

that of the developed countries about 30 years after 1976.

In 1970 the GDP per capita of the less-developed countries was

$230 a year as compared to the figure for the developed capitalist

countries of $2,970 a year. In 1977 the comparable statistics were

$580 and $6,590 (United Nations 1978c, Table 1A). The gap in

GDP per capita declined from 12.9 times to 11.4 times. Hypo-

thetically, at this rate of decline it would take the less-developed

countries about 190 years to catch up with the advanced capitalist

countries.

In the 1965-77 period the rate of growth in heavy manufacturing

has been considerably more rapid throughout the less-developed

world than has the rate of growth in light industry. Overall the rate

of growth of the former was 8.1 percent as compared to 5.1 percent

for the latter. This differential is illustrated by the difference in

the rate of growth in textiles (4.0 percent) as compared to metal

products (9.6 percent) and transportation equipment (10.6 percent).

(See Table 10.2.) It should be noted that the rates of growth in both

heavy and light industry were more rapid in the socialist economies

than in the less-developed countries while the rates of growth of

both were more rapid than in the developed capitalist countries.

The differential in the rate of growth between the developed and

less-developed capitalist countries is most pronounced in heavy

industry, where the less-developed countries grew 1.8 times more

rapidly than the developed as compared to 1.5 times more rapidly in

the light industrial sector. The metal products, electrical machinery,

and transportation equipment sectors all grew at least twice as

rapidly in the less-developed countries as in the developed capitals

economies (see Table 10.2).

As Table 10.3 shows, the strongest contrast in the composition

of the manufacturing sector between the developed and the less-

developed capitalist countries lies in the concentration of light (o

labor-intensive) industries in the less-developed countries and heavy

industries in the more developed. In 1977 48 percent of manufactur-

ing production in the less-developed countries was in light industn
^

production as compared to 32 percent in the developed capitalis
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economies. The greatest differences are seen in food, beverages
j

tobacco, which in 1977 represented 21 percent of the manufactu^
sector of the less- developed countries as compared to 11 percent
the developed capitalist countries; textiles, where the comparahf
figures were 10 percent and 4 percent; and metal products, mach"

6

ery, and equipment, which represented 41 percent of the advanced
capitalist countries' manufacturing sector and 22 percent of that
the less- developed countries.

It should be stressed that the trends through the 1970s were to
decrease all these differentials. While in 1970 48 percent of the
manufacturing sector in the less-developed countries was represented

by heavy industry, in 1977 it was 52 percent. At the same time
the increase in this sector in the developed countries was only l.J

percentage points. The tendency for the composition of the manu-
facturing sector to even out between the developed and the less-

developed countries is also seen in the significant decline in the

percentage of the less-developed countries' manufacturing sector

as represented by food, beverages, and tobacco and textiles (1.8 and

2.0 percentage points decline respectively), and the considerable

increase in the share of the total accounted for by the metal products,

machinery, and equipment sector (an increase of 4.5 percentage

points). In summary, it is clear that the economic growth of the

less-developed capitalist countries is centered in the manufacturing

sector; within the manufacturing sector it is centered in heavy

industry; heavy industry represents a considerable share of the

total manufacturing sector; and the sectoral distribution within the

manufacturing sector between the developed and the less- developed

capitalist countries is being undermined along with the overall

traditional agrarian-industrial specialization between them.
The rapid industrialization of the less-developed capitalist

countries is reflected in the rapid rate of growth in their exports of

manufactured goods. In 1977 33.4 percent of all the clothing

imports of the developed capitalist countries was from the less-

developed capitalist countries, 14.6 percent of all their imports

of textiles, and 20.8 percent of all their imports of processed foods.

Overall 6.7 percent of all the imports of manufactured goods of

the developed capitalist countries was from the less-developed

world. Of all the exports of manufactured goods to the developed

countries from the less developed 23.2 percent was clothing, 24.0

percent machinery (mostly light equipment such as electrical goods),

10.0 percent textiles, and 9.7 percent processed foods, indicating

that the manufacturing export sector of the less-developed countries

is heavily oriented to labor-intensive light industrial goods (United

Nations 1979, Tables 4.7 and 4.9).
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It is of interest to note that a relatively few less-developed

countries have taken the lead as the principal exporters of light

industrial goods to the developed capitalist countries. In 1977

South Korea alone accounted for 23.5 percent of all such manufac-

tured exports while Hong Kong accounted for 18.8 percent, Brazil

9 1 percent, Mexico 8.0 percent, Singapore 6.0 percent, and Malyasia

4/7 percent (United Nations 1979, p. 326). This, together with the

fact that less than 7 percent of the total imports of manufactured

goods by the developed capitalist countries is from the less-developed

countries, indicates that the bulk of the growth in the manufacturing

sector in the less-developed countries is oriented to domestic con-

sumption, not to the export of labor-intensive commodities to the

advanced countries.

THE RELATION BETWEEN FOREIGN INVESTMENT

AND ECONOMIC GROWTH

It has been estimated that approximately one-third of all the

manufacturing output in the less-developed capitalist countries in

1966 as well as almost one-half of the growth in the 1956-66 period

came from transnational corporations (Brown 1974, p. 221). If this

estimate is accurate and considering that the rate of growth in the

manufacturing sector in the less-developed countries between 1965

and 1978 averaged 6.5 percent a year, that the rate of growth in U.S.

direct investments in manufacturing during this same period was

12 percent, and that the foreign investments of the other advanced

capitalist countries grew more rapidly than those of the United

States (United Nations Economic and Social Council 1978, p. 236),

we could infer that over one-half of the manufacturing output of

the less-developed countries and considerably more than one-half of

the growth in the 1966-76 period originated with the transnational

corporations.

It would seem, however, that such an estimate of the extent

of transnational involvement in manufacturing is rather high since

transnational corporations around 1975 accounted for about 30 to

35 percent of total sales in the less-developed countries. It would

thus seem that although the 1966 estimate cited above is a bit high

for the mid-1960s its claim of about one-third of total manufacturing

controlled by the transnational corporations would appear to be

accurate for the late 1970s. Given the immense importance of the

foreign-owned manufacturing sector, it is of considerable importance

to determine the effect of such heavy foreign investment on tn

economic development of the less-developed countries.

ECONOMIC DEVELOPMENT OF THE LDCs /

In the late 1970s about 35 percent of U.S. total overseas invest-
ment in the less- developed countries and almost half that in the
other advanced capitalist countries was in the manufacturing sector
(U.S. Department of Commerce 1980a). The total value of U.S.
transnational direct investment in the less-developed countries
has increased very rapidly since 1960 when it stood at a total of $1 .8

billion. In 1970 it was $5.4 billion and in 1978 $14.1 billion. The
bulk of U.S. investment in manufacturing is in Latin America. In
1960 89 percent of the total was invested there and in 1978 83
percent. Almost all the rest is in Southeast Asia, where in 1960
10.6 percent of the total was and in 1978 13.9 percent. In 1978
2.0 percent of the total was in Africa and 1.4 percent in the Middle
East. One-third of all U.S. investment in manufacturing in the less-

developed countries is in Brazil (in 1978 $4.7 billion) and another
20 percent in Mexico. Brazil has not only been responsible for the
largest share of U.S. manufacturing investment, but investments
there grew more rapidly than in any other country where there was
a significant amount of U.S. manufacturing investment (the total

value of U.S. manufacturing investments grew 4.4 times in the 1970
to 1978 period) (U.S. Department of Commerce 1980a).

While it is true that Brazil and Mexico together have over one-
half of all U.S. investment in manufacturing in the less-developed
countries and were responsible in 1975 for 65 percent of total U.S.
manufacturing investment in Latin America, it should be noted that
these two countries in the same year also accounted for 57 percent
of the GDP of Latin America. The distribution of U.S. manufacturing
investment in Latin America is in fact roughly proportional to the
GDPs of the various countries. After Brazil and Mexico the next
largest concentrations of U.S. direct investment in manufacturing
are in Argentina, which has 8.9 percent of total U.S. investment in
Latin America and 13.7 percent of this region's GDP; Venezuela,
which has 7.8 percent and 8.2 percent; and Colombia, which has 4.4
Percent and 3.7 percent. The greatest concentration in relation to
relative GDP is in Mexico, which had 28.5 percent of the total U.S.
Latin American manufacturing investment and 22.1 percent of
the region's GDP.

In 1976 almost 94 percent of the sales of U.S. manufacturing
subsidiaries in Latin America was to consumers in the countries
where they operated and only 2.4 percent of the total was exported
to the United States (see Table 5.14). This was largely from U.S.
subsidiaries located near the Mexican-U.S. border that were in good
Part assembly operations designed to take advantage of Mexico's
(;heap labor to perform the labor-intensive aspects of production
Processes which were centered in the United States. It is clear that
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U.S. manufacturing investment in Latin America is designed alm0
exclusively to produce for local markets. It appears, then, to hav*
been motivated by the profit opportunities available from rjS j

€

demand, getting under tariff barriers imposed by the local govern
ments, cheaper labor costs than would be required to produc
goods in the United States and export them overseas, and variou

s

incentive and subsidy programs of the Latin American governments
This latter factor is especially important in the "bureaucratic author-
itarian" antilabor regimes, such as Brazil, which offer U.S. trans-

national corporations considerable profit advantages in return for

their locating plants there.

U.S. investment in manufacturing throughout the world is heavily

oriented to production for local markets. Even in Asia 78 percent of
the sales of U.S. manufacturing subsidiaries in 1976 was local sales,

only 8 percent was exports back to the United States, and 13 percent

was exports to other countries (see Table 5.11).

U.S. direct investment in manufacturing in the less- developed

countries is heavily concentrated in the more technologically advan-

ced sectors. The chemical industry in 1978 accounted for 27.9

percent of the total and machinery for 23.8 percent (with transpor-

tation equipment representing 10.2 percent). This compares with

U.S. investment in these sectors in the advanced capitalist countries

of 20.2 percent and 29.6 percent respectively (see Table 10.4).

Between 1965 and 1978 U.S. investment in the machinery

sector increased from 15.9 percent to 23.8 percent of total U.S.

TABLE 10.4: Sectoral Distribution of U.S. Investments in

Manufacturing

Less-Developed

Countries

Other Developed

Countries

1965 1978 1978

Food $420 • 11.9%:. $1,260 : 9.0% i S5.043 ; 8.4%

'

Chemicals 983 27.9 3,921 :27.9: 12,176 202'

Primary and
fabricated metals 222 6.3: 1,052 {7.5.1 3,166 I5.3)

Machinery 560 (15.9: 3,352 {23,8] 17,785 29.6'

Transport equipment 434 (12.3-1 1,439 10.2. 9,069 151)

Other 906 .25.7: 3,046 21.6' 12,896 21.4'

Total S3,525 1 100%: $14,071 .100%' $60,135 100%I

Sources: U.S. Department of Commerce 1975b, Table A-3: 1979b, Table 14.
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ufacturing investment while in the food sector it declined from

percent to 9.0 percent. It rose from 6.3 percent to 7.5 percent
11

rimary and fabricated metals. The trend is clearly toward greater
i*1 P

centration in heavy industry (see Table 10.4). There is virtually

^"difference in the distribution of U.S. investments in the manu-

f during sector in the different regions of the less-developed world,

ther than a slight tendency for there to be a heavier concentration
°

transport equipment (in good part automobile construction) in

Latin America and a heavier concentration of nontransport equip-

ment outside of Latin America (in good part electrical equipment in

Southeast Asia).

While it is true that manufacturing operations in the less- devel-

oped countries often in part tend to be part assembly operations, a

significant proportion of whose inputs consists of components

imported from the United States (although this is less the case over

time), as well as less technologically sophisticated than comparable

operations in Europe or Canada, it is significant that U.S. invest-

ments are concentrated in the relatively capital-intensive sectors that

dominate domestic markets, rather than in the more labor-intensive

export goods sectors (e.g., food, textiles), which take maximal

advantage of cheap labor costs to produce for the markets of the

developed countries.

It would seem then that the export-oriented light industrial

sectors of such countries as South Korea, Brazil, Singapore, and

Malaysia are not, for the most part, dominated by U.S. capital.

For example, in 1966 South Korea had only $12 million of U.S.

manufacturing investment. Total foreign investment from all

countries in 1967 amounted to only 1.7 percent of its GDP (U.S.

Department of Commerce 1975b). It would seem that the light

industry export-oriented sectors, especially in textiles and clothing,

are largely dominated by local capitalists.

Table 10.5 shows the relationship between the relative amount
°f foreign investment in the less-developed countries and their

economic development in the 1970-77 period for those 50 less-

developed countries for which data were available. Those countries

w»th the greatest amount of foreign investment (with the total value

of foreign investment averaging 23 percent of their GDP in 1967)
had the highest rates of growth in both GDP and GDP per capita.*

*The level of investment for 1967 is compared to the growth rate for 1970-77 in

Prder to test the hypothesis that prior investment produces growth, rather than
ltlvestment being attracted to areas that are already growing rapidly.
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The rate of growth per capita in the 1970-77 period was 25 percent

higher in that half of the 50 countries with the greatest concentration

of foreign investment. However, there was no relation between

amount of foreign investment and rate of growth in manufacturing

and in fact a negative relation between foreign investment and the

rate of increase in employment in manufacturing. This reflects the

fact that a greater number of the countries with very high concen-

trations of foreign investment are primarily raw-materials-ex porting

countries (the petroleum, bauxite, and copper exporting countries

are concentrated here) that receive relatively little investment in

the manufacturing sector as compared to the larger economics that

are concentrated among the half with the lowest ratios of foreign

investment to GDP. The slower rate of growth of employment in

manufacturing in those countries with high concentrations of foreign

investment further reflects the fact that foreign investments, especially

in petroleum refining and other mineral-processing industries, tend to

be highly capital intensive, employing relatively few workers. But

it is clear that foreign investment facilitates rather than blocks overall

economic growth, at least within the logic of capitalist relations of

production (see Table 10.5).

To examine the effects of foreign investment in manufacturing

on growth in the manufacturing sector the 12 countries of Latin

America for which appropriate statistics are available are examined.

Latin America has about 80 percent of all U.S. manufacturing

TABLE 10.5: Relationship between Stock of Foreign

Investment and Rates of Economic Growth in

the LDCs (percent)

25 LDCs Lowest on 25 LDCs Highest on

Foreign Investment Foreign investment^

1967

Foreign investment/GDP 5.3 23.0

1970-77

[annual rates of growth;

>G.D.P. 5.4 6.1

>G.D.P./capita 2.7 3.4

Manufacturing 6.7 6.6

>Employment in

manufacturing 4.8 3.4

Note: Both tiny countries (less than about 1.5 million population! and all

pean, as well as all socialist, countries are excluded.

Sources: United Nations Department of Economic and Social Affairs 1973,

35; United Nations 1978c. Table 6; United Nations 1970, Table 1; World Bank 1978
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^vestment in less- developed regions and since the United States

accounts for about 50 percent of all foreign investment of the

advanced capitalist countries, it is clear that this region has the

heaviest concentration of foreign investment in manufacturing of

any part of the less-developed world. The results for Latin America

should thus be a good test of the effect of manufacturing capital

0n growth in manufacturing in general.

The six Latin American countries with the most U.S. investment

in
manufacturing in relation to their GDPs had a rate of growth in

manufacturing of 6.2 percent as compared to 3.6 percent for the six

with the least U.S. direct investment in manufacturing. Those with

the most U.S. investment grew 72 percent more rapidly than those

with the least. The countries with the greatest concentration of U.S.

investment in manufacturing also had a rapid rate of growth in

employment in manufacturing, 3.9 percent as compared to virtual

stagnation in those countries with the least (see Table 10.6). It is

clear that foreign investment in the manufacturing sector has a

considerable impact on increasing growth in the manufacturing

sector, especially on increasing the number of industrial workers

(see Table 10.6).

Acceptance of loans and investment from the advanced capitalist

countries results in a drain of economic resources out of the less-

developed countries in the form of interest, principal repayments,

repatriated profits, and various fees and royalties. There has been

considerable debate as to whether or not this drain of "economic

TABLE 10.6: Relationship between U.S. Investment in

Manufacturing and Rate of Growth of the

Manufacturing Sector in Latin America (percent)

U. S. In vestmen t in 1970-77

Manufacturing/GDP Rate of Economic Rate of Increase

in Manufacturing Growth in in Employment in

1966 Manufacturing Manufacturing

6 countries highest

on U.S. investment
in manufacturing 13.3 6.2 3.9

6 countries lowest
on U.S. investment
in manufacturing 7.2 3.6 6

Sources: U.S. Department of Commerce 1975b; United Nations 1978c. Table 6;

World Bank 1978.
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surplus" out of the less-developed countries results in the retard-

of their economic growth, or whether the removal of funds th*
8

otherwise would have been available for investment in the 1

developed countries is more than compensated for by the d^
8*

and indirect positive effects of metropolitan loans, investrne
t

and transfers of high technology in accelerating the rate of grown!'
Table 10.7 reports the effects of the gross outward drain of fUnH

'

from loans, investments, fees and royalties, and other services
§

economic growth. Here it can be seen that the countries making the
highest "service payments" for foreign loans and investments

in
relation to their GDPs are growing more rapidly than those makin
the smallest payments, whether growth is measured by GDP, QDF
per capita, or rate of growth in the manufacturing sector. The
differential is strongest for GDP per capita, where the countries

with the greatest gross transfer of wealth to the developed countries

are growing 50 percent more rapidly than those with the least gross

transfer of wealth (see Table 10.7). It is clear that the effect of

wealth transfer to the metropolitan countries in decreasing the

funds available for investment in the less-developed countries is

more than counteracted by the effects of new investment, loans,

and technology transfer, and their spin-off and multiplier effects,

in generating economic growth. Again, it should be stressed that

this is the case within the logic of the world capitalist system, where

the principal impetus for economic growth and industrialization

is foreign capital and technology from the developed countries,

TABLE 10.7: Relationship between the Drain of Economic
Surplus and Economic Growth in the Less-

Developed Countries (average annual percent-

ages, 1970-77)

Service >GDP/
Payments/GDP >GDP Capita Manufacturing

25 countries

with the highest

ratio of service

payments to GDP 12.6 6.8 3.9 7.9

25 countries

with the lowest

ratio of service

payments to GDP 4.8 5.1 2.6 6.4

Note: Both tiny countries (less than about 1.5 million population) and all Euro-

pean, as well as all socialist, countries are excluded.
Sources: United Nations 1979a, Table 5; 1978c, Tables 1 and 6.
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r than economic planning and popular mobilization as is the
r3t

in
socialist countries.*

It has been suggested by some that the effects of imperialism in

nerating
economic growth and industrialization are limited to only

^relatively small minority of the less-developed countries, and that
3

effect of foreign capital on promoting economic growth is thus

'ssentiaUv an exceptional phenomenon limited to a relatively few

countries (see Evans 1979a). It is argued that for most less-developed

countries, for the typical less- developed country, or for the truly

neripheral countries, involvement in the imperialist system and the

involvement of foreign capital results in their relative underdevelop-

ment. It is thus claimed by some that the developmental effect

is limited to the OPEC countries (exceptional because of the tremen-

dous transfer of value to them since 1973); a handful of small Asian

light industrial goods exporting economies, largely sustained by

Japanese and Western capital and U.S. foreign assistance, e.g., South

Korea, Taiwan, Singapore, Hong Kong; and Brazil (exceptionally

rich in natural resources, a very large potential market, an excep-

tionally friendly government). Some of the proponents of the

"exceptionalism" thesis argue that the development effect is limited

The different conclusion of this analysis from that of Bornschier (whose
results would seem to most sharply conflict with mine) is due to a combination of the
following factors. (1) He controls for the level of exports, and the level of domestic
capital formation, as well as the recent growth in foreign investments in examining
the effect of the stock of foreign capital on growth. Since the most important ways
foreign investment impacts growth are through increasing export earnings and
increasing the level of domestic investment (including reinvested profits) it is not
surprising that he finds a negative relation. (2) His controls for the effect of the
increase in new foreign investment further guarantee that a negative relation
between stock and growth will be found, since the transnationals will obviously be
increasing their investment the most rapidly in high growth economies. (3) His
sample of 76 countries includes both the poorer European countries (which have
airly autonomous economies and in which the effects of foreign investment are
argely overriden), and apparently in some of his analyses the tiny countries (which
"eludes the extremely rich Arab Emirates and the export oriented industrial
P atforms such as Hong Kong and stagnant tropical islands and strips of Africa).

y sample, by excluding such countries, more accurately reflects the effect of

(4n^
n capital wnere il is an important force in the major less developed countries.

) It is not at all surprising that when he takes the most rapidly growing 20% of his

e

Countries, apparently composed mostly of the atypical smaller Asian export

a

C°nomies such as Hong Kong and the Arab Emirates, he finds that they have both
ow stock of foreign investment per capita and a high rate of growth of new
estment. (5) His time period is earlier than mine, essentially measuring develop-

ments before OPEC, while mine focuses on post OPEC developments. (6) His

c

easure of capital stock, essentially a composite of capital stock divided by energy
onsumption and capital stock per capita, is biased in favor of his hypothesis, since
reign investment is concentrated in energy intensive sectors, and poor countries
h a large share of foreign investment are treated the same as richer countries

mth a small share.
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only to what Immanuel Wallerstein has defined as the "semap

phery
" a somewhat vaguely denned category of countries m

"

or less intermediate in their level of wealth and "modes of iab

It certainly is true that the most rapid rates of industrials

control" between the core or most developed countries and the

peripheral or less-developed economies.

Nation

have been occurring in the major petroleum-exporting countries
(in

1970-77 Iran's rate of growth in this sector was 17.2 percent), in the

handful of small East Asian export economies (e.g., South Korea's

rate of industrial growth in 1970-77 was 18.3 percent), and Brazil

(10.2 percent). However, it is not true that the rest of the less-

developed countries are falling behind. The data in Table 10.1

demonstrate this. The rate of increase in the manufacturing sector

was 2 times as great in Africa as a whole than in the developed

countries; the rate of growth of Latin America as a whole was 2.3

times that of the developed countries, and the rate of South and

Southeast Asia as a whole, a region far larger than the relatively ']

small export-oriented economies, industrialized at a rate 2.6 times

more rapid than the developed capitalist countries. Even relatively

sluggish countries such as Mexico and India had rates of growth

in their industrial sectors more rapid than those in the developed

countries. If all the countries often listed as exceptions, plus all

those other less-developed countries with rates of industrial growth

exceeding that of the developed capitalist countries were to be

grouped together as exceptions, over three-fourths of the population

of the less- developed countries would be in such "exceptional

circumstances, i.e., what is claimed to be an exception is indeed

the rule. ,

The less-developed countries for which there are data were broken

down by their relative GDPs per capita in 1960 into thirds, on the

assumption that the richest third of these countries would appro

^

imate the semiperiphery in this period, and thus the countn

presumably well placed to "take off" in the next 20 years. iao

10.8 shows that in fact there was no tendency for the semipenpne y

to economically develop or industrialize more rapidly than

average of the less-developed countries as a whole. In fact,

,

countries that were better off in 1960 were those that industrial 1

the least rapidly in the 1970-77 period. Of the less-develoP

capitalist countries for which there are reliable data, the one-
^

that had the highest GDP per capita in 1960 had a rate of growt ^
manufacturing of 6.1 percent as compared to 8.4 percent tor

^
middle third and 6.8 percent for the poorest third. Their rat
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n employment in manufacturing was significantly less than

#o*th ^,her the middle or poorest third, 1.5 percent, as compared

o nercent and 4.6 percent respectively, suggesting that the

* i« higher wages in the better-off third of the less-developed

rt>
lativeiy b

^ ^ ^ Qbstacle tQ tne expansion of labor-intensive

C°Unt
facturing investment, either from local sources or by trans-

^"^oi roroorations, in such countries.

na
r nmmarv it appears that the tendency for the less-developed
I" Z to develop economically, and especially the tendency for

COUn
« e of growth in output in their manufacturing sectors to

ihe

rZe much more rapidly than that of the advanced capi alist

10
TZ, is a general characteristic of the imperialist relations

wptween the advanced and relatively backward countries during the

Int stage of imperialism. This tendency applies to more than

fuTthe semiperiphery or to exceptional cases such as the OPEC

Z n ries the small East Asian manufacturing export economies,

or Brazil.' The general rule, to which there are exceptions because

o overriding counterforces in some instances (e.g., Pakistan, Zaire,

Ethiopia Uruguay, Chile in the 1970s), is that within the parameters

imperialism (i.e., the logic of the world<^**^
the more foreign investment, the more rapid the rate of growth, and

the more rapid the rate of growth in the manufacturing sector.

TABLE 10.8: Relationship between GDP/Capita in 1960 and

Rates of Economic Growth in 1970-77: LDCs

w if 18

Wealthiest Medium-Wealthy Least-Wealthy

Countries in 1960 Countries in 1960 Countries in 1960

1960

GDP/capita $406

1970-77

>GDP 5.9%

>GDP/capita 3.3%

^•Manufacturing 6.1%

Employment
in manufacturing 1.5%

S182

7.2%

4.3%

8.4%

5.9%

S80

4.2%

1.7%

6.8%

4.6%

'The Less-Developed Capitalist Countries.

Sources: United Nations 1978c. Tables 1 and 6; World Bank 1978.
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SOME QUALIFYING FACTORS IN THE INDUSTRIALIZATION

OF THE LESS-DEVELOPED COUNTRIES

Although within the parameters of the world capitalist Sy ste

foreign capital does tend to promote economic growth, this growth
differs in many ways from both the earlier economic develop

ment
of today's developed capitalist countries and the economic deveW
ment of the socialist countries. These differences are manifested

in both economic distortions and in factors that are creating
the

basis for social revolution.

This section examines the effect of foreign capital in mobilizing

local capital in its projects and otherwise inhibiting the growth of

locally owned manufacturing industries as well as in blocking popular

mobilization and central planning (means of rapid economic growth

that have proven very successful elsewhere). Further, the effect

of the metropolitan states in countering the effect of private capital

and technology transfers on industrialization in the less- developed

countries (a contrary effect produced primarily by the requirement

that the metropolitan states preserve the legitimacy of the capitalist

system at home) is treated.

The next section discusses the differences between the economic

development of the less-developed countries and the early develop-

ment of today's developed countries. Special attention is given to

the distortion by the logic of transnational capital of the develop-

mental process as well as to the social structures of the less- developed

countries.

The effect of the outflow of industrial capital from the developed

to the less-developed countries appears to operate primarily through

its mobilization of local resources of the less-developed countries

and the transfer of technology, rather than primarily through the

transfer of real wealth from the developed countries. In the 1966-

76 period U.S. manufacturing subsidiaries in the less-developed

countries invested an average of about $850 million a year in then-

operations. Approximately 15 percent of this was directly obtained

through new funds from the United States, approximately 42 per-

cent from unrepatriated earnings and depreciation funds of the

subsidiaries (reinvested earnings), and about 44 percent from other

sources within the country where the investment was located. Thus

almost six times as much capital was raised locally to reinvest in

U.S. manufacturing investments as was directly transferred from the

United States (see Tabl e 1 0 .9 )

.

It is of interest to note that in investments other than manufac-

turing the share of new investment funds that come from the Unite

States is virtually the same as in the manufacturing sector if the
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atypical years 1973-74 when there was a large-scale liquid
U.S. petroleum investments in the less-developed countrie °t 1
considered. In the 1970s the proportion of funds generated

8

t-K*
not

reinvested earnings as well as from local sources have been u& 1
the same in nonmanufacturing as in manufacturing. It is of

r°Ughl
V

to note that "local" banks (in good part subsidiaries of u s^681

national banks) in the post-1973 period seem to lend almost
^

sively to U.S. manufacturing (as opposed to nonmanufapf
6*0111-

enterprises (see Table 10.9).
atll«ing)

Integration into the world capitalist system produces c
dictory effects on the economic development and industrializ^*"
of the less-developed countries. Above all, political and econo
subordination blocks popular mobilization and centralized planr?*
of the type that has proven so successful in generating economi* 1growth in Eastern Europe. Integration into the world capitalist
system presses the less-developed countries to adopt approximations
of free-enterprise economics that actually leave the principal dynamic
element of economic growth in the hands of the privately own«N
transnational corporations.

In addition to doing virtually all in their power to forestall
socialist transformation and to support authoritarian probusiness
regimes supportive of both the local wealthy and foreign capital,
the metropolitan states discourage the industrialization of the
less- developed countries through a number of their policies. The
most important of these are: first, the policies of the various foreign
assistance agencies that discourage the growth of manufacturing
while encouraging the growth of raw materials exports (see Chapter

7); second, the tariff and other trade policies of the developed]
countries that inhibit the export of the manufactured goods of the

less- developed countries to the developed; third, restrictions put on

the transfer of high technology that prohibit it from being used in

competition with the transnational corporations; and fourth, restric-

tions placed on the transfer for political reasons of the free export of

high technology and capital from the developed to the less- developed
countries in order to preserve the economic and political stability

of the developed countries (i.e., to maintain the loyalty of the

working class faced with the loss of their jobs, declining sales, and

economic dislocation caused by the export of capital, the loss of

overseas markets, and increased foreign imports).
A basic principle of U.S. tariff policy is to admit duty free the

import of raw materials that are either not produced in the United

States or are in short supply, but to apply tariffs to any materials

that have been in any way processed (usually the more they have
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•ced the higher the duty). Thus, raw timber, unprocessed

been P^
C

unrefined copper may be admitted duty free, but sawed

•

tted dates, or refined copper will have a tariff imposed.

lU*
ber

' Erases the import of raw materials and their processing

fbis
enc

TTnited states and discourages industrial operations that

in
the

local raw materials in the less-developed countries. In

P
r0C6S

i
manufactured goods that compete with goods produced

United States, especially labor-intensive goods, will have

*
iv high tariffs imposed on them. This results not only in

,elatl

r/dng industrialization in the less-developed countries, but
discourag

<fexploitation" effect whereby a significant proportion of

3180
Ti„p of the imports of the less- developed countries is appropria-

S hv the U S government. In 1977 the overall tariff imposed by

!fp United States on manufactured imports from the less-developed

Entries was 8.3 percent (which resulted in approximately $2

Won of revenue for the U.S. treasury) and 9.2 percent on the

manufactured imports of the fast-growing exporters of manufactures

Tuch as South Korea, Hong Kong, and Taiwan. The comparable

tariffs of the European Economic Community (EEC) were 3.b

percent and 6.1 percent (United Nations 1979a, Table 7.3).

Trade agreements are also used to inhibit the import of manufac-

tured goods into the United States, thus discouraging industrialization.

For example, in the 1960s when Brazil began to take an increasing

share of the U.S. powdered coffee market, threatening the profits oi

U.S.-owned corporations, this country was pressured by the U.S.

government to impose an import tax to inhibit the export of pro-

cessed coffee (Magdoff 1969, p. 163). It is common for the less-

developed countries to restrain their manufactured exports under

pressure from the developed countries in order to avoid prohibitive

tariffs or other formal restraints. The EEC has put restrictions on

the import of numerous manufactured products varying from

electrical appliances to shoes in order to protect domestic industry

(United Nations Economic and Social Council 1978, p. 16).

The transnational corporations act to hinder the development

of locally owned manufacturing industries in the less-developed

countries through transfer of technology contracts that prohibit

°r greatly restrict the use of the transnational corporations' tech-

n°logy in exported goods which would compete with the products

°f the transnational corporations. It is even a common practice to

^strict local subsidiaries of U.S. transnational corporations from

Producing exports that might compete with those of the parent.

°ne study showed that approximately 80 percent of transfer of

technology contracts between transnational corporations and their
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subsidiaries in Ecuador, Bolivia, Peru, Chile, and Colomb*
prohibited the use of the technology to produce exports a* tot%
a local firm or subsidiary is allowed to use such technology ?

meti
^es

to adjacent markets too small or unprofitable for the tran
° e*

p0tt

or parent company to exploit itself (Barnet and Miiller 1974
nati°nal

United Nations Economic and Social Council 1978, p. 127)
P

' l6a
»

Although there are counteracting forces, foreign cant
balance promotes both overall economic growth and industrial-

*n

within the parameters of the world imperialist system l n th 'T^*
1

oped capitalist countries the primary motor of economic 1
are autonomous forces deriving from the logic of advanced caniti^
that are given strong support by the metropolitan states in ^
less-developed countries these forces are not as strong lmperi ,

6

hegemony (military, economic, and ideological) discourages develon
mental policies, especially the popular mobilization and rational
central planning that have been shown to be generally the most
effective way of maximizing long-term economic growth in less
developed countries. Because of the structural blocking by the
imperialist system of local autonomous developmental forces, the
principal impetus for rapid economic development is foreign invest-
ment, loans, and the transfer of technology.

The prevalence of IMF-approved austerity programs, local ruling
groups not wanting to risk a break with metropolitan interests, the
wastefulness of massive unemployment and underemployment
resulting from the attempt to apply free- enterprise economics,
and the preemption of many of the most profitable sectors by foreign
enterprise greatly constrict the growth possibilities of indigenous
capital. The dynamic role in economic growth in the less- developed
countnes thus originates principally in its foreign linkages (invest-
ment, loans, and technology transfer).

Although the less-developed countries could have more rapid
rates of growth if they organized their economies without domination
by the transnational corporations, international banks, and their

states, short of a socialistic transformation of their economies, as a

rule, the more integrated they are into the imperialist system the

more rapid their rates of growth and industrialization. There is a

discontinuity among the less-developed countries, rather than a

smooth continuum, of state planning/popular mobilization versus

free enterprise/transnational domination. Those economies that

rely on state planning and popular mobilization are growing more
rapidly than those that rely on free enterprise and foreign capital-

However, among those that rely on free enterprise and foreign
capital, those that rely the most on foreign capital are growing the

most rapidly. There is no effective middle ground; half-baked
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a partial mobilization scare away both domestic and

.^ning
an<\ F

without effectively organizing local resources, with

foreign
cap

'Lnation, if not disaster, as the result (e.g., Ghana under

IrSca in the late 1970s, Burma in the 1970s).

Nkruniah'
Jan

the maximum effect from foreign capital it

In
, to create the most favorable probusiness atmosphere

* lament (which is not always easy given the considerable

for competition for such a relatively scarce commodity).

Tountry wants to develop without domination by foreign

But 1

,

3

ifTt wants to secure the most rapid rate of economic growth

^ niodcally possible, it would seem that it would be best advised

^ nn the methods developed in the Soviet Union and applied

W
succeTs in Eastern Europe in the post-World War II period.

t Matte methods haVe produced the most rapid rates of economic

i
h

oTth^ industrialization of any region in the world
.

during

^period The methods of socialist planning and mobihzafaon

^nsLrmed nations that before World War II were on the level of

IZ o "he nations of Latin America in 1980 into modern^industrial

Sons the equivalent of Italy in 1980 (see Szymanski 1979, Ch. 7).

THE DIFFERENCES BETWEEN THE ECONOMIC DEVELOPMENT

OF THE LESS-DEVELOPED COUNTRIES AND THAT OF THE

ADVANCED COUNTRIES

There are a number of rather fundamental differences between

the processes of economic development and industrialization of

today and the processes of economic development and industrializa-

tion undergone by today's industrialized capitalist nations a century

ago. The most important of these are: first, the considerably more

rapid rate of growth of today's developing countries; second the

considerably greater role of foreign capital and imported technology

today; third, the distortion of the economies of today s developing

countries caused by both the importation of production techniques

appropriate in the developed countries but relatively too advancea

to make optimal use of the less-developed countries ^sources

on the one hand, and the tendency to make the less-developed

economies supplementary to those of the advanced, rather than u)

develop all-around integrated economies, on the other h™^*0™™;
the different social effects caused by the operation of the above

factors, including the rapid decline in the agricultural W^on
induced by the rapid introduction of modern agricultural techniques

imported from the advanced countries operating together witn

increasing demand for agricultural commodities m the advancea
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countries, and the relatively slower growth of industrial empl0
in comparison to the decline in the agricultural population cau^*

11611
*

the use of relatively capital-intensive industrial technology im^^y
from the advanced countries, consequently the very high rai^
unemployment and underemployment. The large pool of unerring

°f

or the "reserve army of labor" thus created puts pressure on th^
with jobs to work for low wages, consequently there is stagnat^
or a very slow growth in the level of wages and considerably

gre \°
n

economic inequality in the less-developed countries than
in th

developed; and fifth, the political differences and differential
poli^

e

cal potentials, namely the higher level of expectations of orkm'
people caused by their exposure to the living standards of the advan*
ced countries through the mass media and their knowledge of the
possibilities of socialist development, the rapid disruption of their
traditional modes of life and values caused by the very rapid rates
of economic and social change, the need for authoritarian dictator-

ships to contain the resulting higher levels of discontent and popular
pressure for progressive reforms, with a consequent high level of

repression and the blocking of gradual social reform, the undermining
of nationalism as an effective ideology usable by the privileged to

mobilize and contain the aspirations of the underclasses because

of the close ties between transnational interests and the local proper-

tied groups, the potential revolutionary use of transformed versions

of local religions (e.g., radical Islam, Christian Liberation Theology)
because of the offense against traditional values caused by foreign

cultural domination, the relatively higher level of socialized produc-

tion in modern economic enterprises imported from the advanced

countries, and the consequently higher propensity for workers to

develop a socialized or collective (i.e., socialist) consciousness, and

the ready availability of various antiimperialist and anticapitalist

ideologies, especially Marxism, because of their currency in the

world (especially among students many of whom learn their Marxism

in the universities of the advanced capitalist or socialist countries).

The first four of these sets of factors are treated in this section, the

others in later chapters.

The Rate of Growth

The rates of growth per capita in the less-developed countries

both in the 1960s and the 1970s are considerably greater than those

prevailing during the industrialization of today's developed capitalist

countries. In the period 1870 to 1913 the rate of growth in GNP
per capita for the United Kingdom was 1.2 percent, for Germany
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f * France 1 4 percent, and for the United States 2.2

, oerce^
for
n

I

Seni of Commerce 1975a, p. 225). Great

l
'rcent V*. DZ^lfJof growth over the entire 1780-1881

CSS*
aV
rfpeTen (Kuznets 1966, p. 64). The especially slow

1

od *as 1,3
? r t^iri reflects the fact that it was the leading

^d^^taology and organizational forms wh-h -uld
' world s new

appropriately modified, by those that

in^J^^SZt^ps These rates compare with the

Snowed in Great Britain loo P ^ less.developed countnes in

rates of growth m GDJ pe P
Qf^ teg wh h

£e l960s of 3 1 pewe* and
predeCessors. This consider-

aieapp^^^^^o^c growth naturally causes more

SXngfand diction ^traditional modes of life and

Zt^otc^ in Europe and North America.

The Role of Foreign Capital

Great Brit,n^^TuX^^^
centuries without^^^L involvement of foreign capital

This latter factor especially resulted ""^^^Xe, e.g.,

of growth in those that followed «^3™^^^
the U.S. rate of growth in the 1870-19W penou w

more rapid than Great Britain's.
Britain's

(about 93 percent in securities and direct "T*™?^™^ oJ-
about 4.0 percent of the U.S. national wealth. In l^mos
fourth of the foreign investment was m railways ^»,^Lt
had about 11 percent of all stocks and bonds. In 189S

W

of all foreign capital was from the United Kingdom (Lewis

*
The'oifSes in the technological level t^eer,.Great.Britain

on the one hand and countries like Germany Fran«-^£taBbly
States on the other in the nineteenth century were consia



344 / THE LOGIC OF IMPERIALISM

less than exist in the last half of the twentieth century k
the advanced and relatively less-developed capitalist c

etWe
en

Likewise, the role of foreign capital in the development, of th^68
-

developed countries is considerably greater today (on th
"

of one-third of local sales) than was the role of British Ca
Germany, France, or the United States (where the equivalent*

1 in

was of the order of 4 to 5 percent). Foreign capital plays a
•^

cantly greater role today than it did then.
S1
gnifi.

As demonstrated in Chapter 7, the role of transnational ca t
is not only central in the economies of the less-developed count?*

81

but is growing rapidly. Its rapid growth in comparison to \q**\

capital is not caused primarily by the flow of capital or mater" l

resources from the developed to the less-developed countries. Central
to its rapid growth is its ability to mobilize local capital in joint
enterprises (with local loans, minority or majority stock ownership
or state subsidies) because of its advanced technology, product
identification, international connections, and experience. Trans-
national capital also has the advantage of being able to seen, / special
advantages through its connections with the imperialist states as well
as the local ruling classes, desirous of pleasing their benefactors while
at the same time economically developing their countries within
the capitalist system.

Transnational enterprises have a tendency to crowd out and take
over locally owned enterprises because of such advantages as superior
finance, brand identification, international connections, and wider
experience. Depending on the ability of the local bourgeoisie to use

nationalist ideology to get special advantages from the state, these

advantages may or may not prevail. But, in fact, through 1980 in

most less- developed capitalist countries local capital has tended

to be pushed out of a leading role in the most advanced and prof-

itable sectors. Local capital participates as junior (and mostly silent)

partners with transnational capital in the most advanced sectors.

It concentrates in the more labor-intensive and technologically least

advanced (and least profitable) sectors of the economy.
A study of 391 leading transnational corporations in the early

1970s found that 32 percent of their manufacturing subsidiaries

in the less-developed countries had been acquired as going concerns

and only 58 percent had been originally founded as subsidiaries of

transnational corporations. For U.S. transnational corporations only,

the comparable figures were 36 percent and 58 percent (Vernon

1977, Table 7). The tendency of new manufacturing subsidiaries

to be formed through acquisition of locally owned enterprises has

accelerated with time. A U.S. Senate study of U.S. transnational
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i„ the two countries that together have over half of

r
norati°ns ,lrturing investment in the less-developed countries

<flj S. *anU/

f

hoT?o med prior to 1950 3 percent of all U.S.

i that °, sutadisries operating in Brazil and only 8 percent

'f
actUnn

^fnfin Mexico were formed as a result of acquisitions.

T*"*
°P%t 1966 to 1973 period, 55 percent of all new sub-

Iwever, m ih*l™*l and 67 percent of those formed m Mexico

(Newfarmer and Mailer 1975,

were t°ru

,.69,122)- predominance in the economies of the less-

The
rountriefwfththe consequence of the very heavy rehance

developed
counts import Q t h.

of these countries on ic
,

gn
transnational centrahty to

„„logy,
transna «^ting

. ^ ^ m
inVeStme

foTt e'conomaTdecision making that vitally affects the

"0t ." .tornies is within the worldwide profit-maximizing frame-

l0C

i <^ThT transnational corporations. Subordination of loc*

W°Vf

t„ otoTeTses oriented to profit making in the advanced
countnes to processes °n

industrialization and increases

countries, even when it produces inaust

^

"irrational."

The Distortion of Economies

The economic growth and industrialization of"-W^
countries is distorted by the logic of internationalPf* m™™Z£™
of the transnational corporations and by the pohc.es of^the msyor

imperialist states, such as the United States, which
'

dl™f
factoring and encourage raw materials imports for the benefit

,

01

their dominant business interests. The transnational rna^tu^g

corporations develop their productive technology and ^krtmg

techniques primarily on the basis of condttions in the ^vanced

capitalist countries where they make the °verwhelmmg proporbon oi

their profits. Rather than develop expensive new J^°»£S
appropriate for the less-developed countries the ^sn~
corporations tend to simply export the same plant

Uiey use in the advanced countries to the less developed «not en

that which is a generation or so out of date in th<.advanced countoe ,

but which is still very advanced for the less-developed countnes.
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This is true for both agricultural technology, such as tractors

harvesting machines, and for manufacturing plant and machin^
What the import of relatively high-technology equipment

to^
less- developed countries tends to mean is that, on balance, its adv
ced sectors tend to be more capital intensive, i.e., use less

inputs, than would otherwise be optimally economically profitab?'
given the resources and wage level of the less-developed countrie

e

In countries with low living standards and low wages it would other
wise be more profitable (and efficient) to employ larger number
of workers with more labor-intensive techniques than relatively

fewer workers running equipment developed for conditions of high
labor costs.

Neither the transnational corporations nor those dependent
on their technology find it profitable to develop small-scale, labor-

intensive enterprises or massive public works projects to give

employment to the rapidly growing urban population. In the local

construction industry, modem cranes and bulldozers and other
labor-saving technology have in good part been substituted for labor,

while the masses of unemployed who could have been mobilized
with picks and shovels go without work. It is more profitable for

the transnational corporations to import slightly outdated Western

technology than to employ large numbers of workers. Modem
agricultural techniques, which have dramatically increased agricul-

tural productivity, have resulted in the rural population's being forced

off the land in the same manner as, but much more rapidly than,

occurred in previous centuries in Europe. A study showed that in

Latin America huge modern farms produce an average of 400 times

what small farms can produce, but employ only about 15 times as

many workers (see Barnet and Mulier 1974, p. 168). The chemical,

machinery, paper, rubber, and food industries are especially capital

intensive in relation to the overall state of development of the

productive forces in the less-developed countries. Transnational

subsidiaries are especially capital intensive in comparison with

locally owned firms. One study showed that transnational cor-

porations in Latin America use less than one-half the number of

employees per $10,000 of sales that local firms do (Barnet and

Mulier 1974, p. 169).

The social effects of high-technology imports are considerably

aggravated by their application to agriculture. The displacement
of peasants by a relatively few equipment operators results in a

massive immigration to the cities, where because of the use of

manufacturing technology too capital intensive to absorb the new
immigrants in productive labor, a massive growth of semiemployed,
unemployed and marginal service, and lumpen petty-bourgeois
populations occurs.
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question of legitimate debate (e.g., between the classical

* > * ^ nSs of economic development) whether

Soviet
and M*»s

t facilitated by disproportionate

^. eCr heavy industrial sector using capital-intensive and

<th

n lecnnology fwhich in the long run has acceleration effects

#
oWtn Irhnology (which in the long run nas acc^a-u

Modern
tec^°^ by using more labor-intensive technology and

*
other

sectors) or oy u s
d h industry with

^^y^^«X*^ it is tremendously wasteful

equal ^P^'^^t could be used to accelerate economic

°f
hUman

hen a la^e portion of the labor force is unemployed,

growth
when a lax

f ^ performing redundant and/or non-

em i
employed, or ^^Vg^J^ &e less.deVeloped

productive services. Th^~^ xt of nigh technology from

apitalist
countries because^Mfce^impo ^ g ^

occur inb*J^,1^^ productlon of

and markets in the ^^""^^^S^^toto gives

tion of the highest technology by the advanced cc
•

»

them ^ upper h^ bj^^*^* £ parents

TT^JoXJ^^ riesfSop^
subsidiaries or ioealiy ^f^Z' rZl^^^
rr: eis;"«^ «- «* ***** -*
t0It:iT^ZX^ ~onomies imP°rt T°

h
°haS

capilal equipment "especially advanced electrical an ^
nrechanrca.

machinery. Their economies axe consequently distorted mm
direction of the production of consumption good^^
production goods such as steel, chemicals and ™^e*""

ot
Plex equipment. Although less significant than in

,

the part of

the manufacturing sector of the less-developed countries *
devotee,

to importing components made with high technology nrto:
*4«n

ced countries, combining them with other more

components made locally and assembling them into final P"*£*
The economies of the less-developed "^££3

dependent on crucial high-technology imports from the deveu,p

countries and are thus most vulnerable to any bloc ages ,n the

supply of new equipment, high-technology ™™V°™^
c

™
of

especially of spare parts for advanced machinery. The lack
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all-around development of the capital goods sector in the l

developed countries makes them especially susceptible to m
politan pressure because of the consequent lack of flexibilit

F°

their economies that makes it very difficult to shift from one t

^

of production to another. ^
Distortion also occurs through the overemphasis on the

materials-exporting sector. In the mid-1970s approximately To
percent of all foreign investment was in this sector. Most of th
investment, especially in petroleum, occurs because of the demand
for the raw materials of the less-developed countries by the devel
oped, and the consequently high profits that can be made by th
transnational corporations through investment and monopolization
of world markets in this sector. The proportion of total employment
total GDP generated, and especially the proportion of total exports
in this sector are thus considerably higher than they would be
without transnational investment. The overall economic effect of
the distortion produced by emphasis on the raw-materials-exporting
sector depends on: first, the condition of the international markets
in raw materials; second, how much of the profits from such raw
materials exports accrue to the local country; and third, how much
of that profit is used to promote all-around economic growth and
improve living standards. Traditionally, the reliance on raw materials,

especially agricultural exports promoted by transnational investment,

subjected the less-developed countries to both long-term declining

terms of trade and radical fluctuations in world prices, and, hence,

to radical fluctuations in export earnings and thus in local income,

employment, investment, social services, and living standards.

Traditionally most of the profits made from such investments

were either appropriated by the transnational corporations or non-

productively consumed by the local privileged groups through luxury

imports or the purchase of nonproductive resources. However, for

those raw materials exports in which there are favorable or improving

terms of trade because of commodity agreements among the less-

developed countries together with low price elasticity of demand
in the developed countries (petroleum of course being the principal

example), it may well serve the developmental interest of a less-

developed country to specialize in the export of such commodities
while productively investing the bulk of the profit made from

such exports in all-around industrial development. This, of course,

presumes not only successful commodity agreements that both ensure

high and relatively stable prices, but also that the less- devel oped

countries are able to secure the bulk of the profits from the export

of their raw materials so that they can be productively invested

(whether by the local capitalist class or the state).
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national investment and sales in the less-developed countries

h effect of distorting local consumption patterns through the

has *
, of advertising and the prestige of Western life-styles. Trans-

effe
cts

corporatjons have a considerable advantage over locally
natl

°d corporations and their products because of their internation-

°wne
known trademarks and patent protection. Local consumers

^y
favor goods imported from the advanced countries (or at

ofte
,

n
tnose bearing transnational trademarks) over local goods.

T*ansnational marketing efforts have resulted in the stimulation

f the consumption of internationally distributed products such as

Coca-Cola, U.S. automobiles, "formula" baby food, whiskey, and

"junk foods"—products of doubtful real value compared with the

alternatives of natural milk, fruit juices, public transport, tortillas,

rice, beans, and so forth. But in order to increase both their exports

to the less- developed countries and the profits of local subsidiaries,

local tastes are manipulated using the promotional techniques

developed in the advanced countries together with the prestige of

Western life-styles.

The Effect on Classes and Inequality

Integration into the world capitalist system rapidly forces peas-

ants off the land. Capital-intensive agricultural technology is intro-

duced by agrarian capitalists to increase their rate of profit. A
relatively few wage laborers are hired to run modern agricultural

equipment, replacing large numbers of peasants using traditional

methods. A similar process occurred in Western Europe and the

United States during their periods of industrialization. But in these

countries the movement out of the rural areas was considerably

slower because it was driven primarily by indigenous forces of tech-

nological improvement and the growth of local demand, not as in

today's less-developed countries by forces stemming primarily from
toe imperialist connection to the advanced capitalist countries.

In 1970, 65 percent of the economically active population of

the less-developed capitalist countries was employed in agriculture

j*
nd in 1978 60 percent. In the advanced capitalist countries in 1978
9 -2 percent of the economically active population was employed in

agriculture. The nonagricultural labor force increased from 218
pillion to 300 million in these countries between these years. There
have been significant differences especially between Latin America,

jyhere change has been especially rapid, and Africa and South and

Southeast Asia, where change has been somewhat slower than the
average. The rate of average annual decline of the agricultural

Population as a percentage of the total economically active popula-
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tion was .8 percent in Africa, 1.6 percent in Latin America
percent in Southwest Asia, and .8 percent in Southeast Asia (i

^
and Agriculture Organization 1978, Table 3).

1

The annual rate of increase in the absolute number of n*.

in the nonagricultural labor force was 4.1 percent for the ?
Ple

developed countries as a whole. This varied between an inci-

eSS

of 4.6 percent for Africa to 3.9 percent for Latin America T**
Table 10.10). The rate of growth of the absolute number 0f n
agriculturally employed in the developed capitalist countries in ft?"

same period was 1.7 percent. The rate of growth of the nonagricuf
tural labor force was thus 2.4 times greater in the less- developed
countries. The rate of growth in the total nonagricultural populn.
tion in the less- developed countries was 4.4 percent (7 percent more
rapid than the rate of growth of the nonagricultural employed
population). This reflects both the higher percentage of unemploy-
able children among new migrants to the cities than among longer
term residents and the fact that many migrants do not obtain regular

employment. The fact that in the developed capitalist countries

the nonagricultural population grew more slowly than the nonagri-

cultural labor force (at an annual rate of 1.3 percent) indicates that

TABLE 10.10: The Nonagricultural Economically Active

Population of the Less-Developed Capitalist

Countries, 1970-78

Africa

Latin America

Southwest Asia

South and
Southeast Asia

All capitalist

less-developed

economies

Developed

capitalist

economies

1970 1978

Average Annual

Percentage of

Change in

Absolute Numbers

1970-78

27,919 (244%$" 39,887 i29.5%: 4.6%

52,173 (59.3) 70,786 ;64.7) 3.9

19,937 (38.1) 28,070 (44.5) 4.5

117,786 (31.7) 160,810 36.5 4.0

218,238(34.8: 300,140 : 40.0 1

4.1

271,756 (87.1) 310.397 (90.8: 1 7

*As a percentage of the total active population.
Source: Food and Agriculture Organization 1978. Table 3.
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. .developed countries labor force participation declines with
eIef?

tion while in the advanced countries it increases. This is

^evidence that insufficient employment opportunities are

in the less-developed countries to absorb the displaced

P^uQe the total nonagricultural population increased by 4.4

t and the nonagricultural employed population increased

percent in the less- developed capitalist countries, the econo-
n

iiv active population in manufacturing increased by 4.4 percent

'^Vable 12.5). Thus the rate of increase in manufacturing is more
(S

*less exactly comparable to the rate of growth of the nonagricul-
ur

ral
population. However, in 1978 the size of the nonagricultural

tU

0nomically
active population was about 6 times that of the num-

ber of those employed in manufacturing. Thus the annual absolute

increase in the nonagricultural population is about six times the

Increase in employment in the manufacturing sector. This means

that roughly five out of six rural migrants (assuming, optimistically,

that they have the same chance of obtaining manufacturing employ-

ment as the children of those born in the city) are not able to ob-

tain jobs in manufacturing. Most of the rest become part of those

unsuccessfully looking for work, become demoralized and drop out

of the active labor force, become lumpen proletarians, obtain part-

time or marginal work, take unproductive jobs in the service sector,

or become marginal lumpen petty-bourgeoisie (buyers, sellers, or

artisans operating on an extremely small scale).

The process of forcing peasants out of the labor force more

rapidly than they can find productive employment in the cities

results in a massive pool of unemployed, semiemployed, and mar-

ginal service and sales people in the less- developed countries (i.e., a

massive reserve army of labor) that puts considerable pressure on

those with work to keep their wages down. Rates of unemployment
to the less-developed countries are considerably higher than those in

the developed. The United Nations estimated that in the late 1960s
the real rate of unemployment in the less-developed countries was
30 percent (Barnet and Muller 1974, p. 166).

The high rates of unemployment in the less-developed countries

f*
e not always captured by the locally compiled official statistics

because of the usually narrow and technical definition of official

^employment. Even in those countries whose official definitions

dually approximate those fully unemployed people able and
WUling to accept work if offered, the reported statistics fail to

^pture the great masses of partial and marginally employed people

"'ho would take full-time productive employment if offered. The

"cial statistics of those countries whose official measures approxi-
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mate those of the advanced countries nevertheless reflect the m
higher real unemployment rates of these countries. For exam!^
in 1977 Puerto Rico had an official unemployment rate of 19

'

percent and Algeria 25.0 percent. Other officially reported une

9

ployment rates (which undoubtedly considerably underestimat

real unemployment) for 1977 included Iran with 10.9
percent

Indonesia 10.0 percent, Kenya 11.0 percent, Liberia 20.0 percent
the Dominican Republic 14.0 percent, Chile 13.9 percent, ajJ

Uruguay 12.7 percent. These levels of officially defined unempl0y
ment compare with 7.0 percent for the United States, 2.0 percent
for Japan, 4.5 percent for West Germany, 1.8 percent for Sweden
and 6.2 percent for the United Kingdom (International Labor
Organization 1979, Table 10; United Nations 1979a, Table 6.10).

The tendency for there to be higher levels of real unemployment
in the less-developed countries is reflected in the labor force partici-

pation rates for 30- to 44-year-old males (those in the prime of their

work life). The average for the major countries on which comparable

data are available is 94.3 percent for Latin America, 92.3 percent for

Sub-Saharan Africa, 98.3 for South and Southeast Asia, and 98.5

percent for the Middle East. These figures compare with an average

of 97.0 percent for the United States, Japan, and West Germany

(International Labor Organization 1979, Table 1). These figures

indicate that in both Latin America and Africa the process of driving

peasants off the land more rapidly than productive urban jobs can

be found for them drives people out of the active labor force. The

high labor force participation rates of South and Southeast Asia

(together with the relatively slow growth of the nonagricultural

labor force) suggest that in these areas where small scale agriculture

and highly rural economies predominate displaced peasants are

still able to maintain themselves through subsistence agriculture.

The high labor force participation rate of the Middle East would

seem to reflect the rapid economic growth of this region induced

by the appropriation of immense profits from the petroleum trade.

Perhaps the largest segment of the reserve army of the unem-

ployed and thus those that exert downward pressure on wages are

those who technically are counted as employed but whose incorne

and/or regularity of employment is extremely precarious. Pe°P

without alternatives tend to become lumpen petty bourgeoise, e.g-»

collectors and sorters of garbage, extremely small-scale peddlers

all kinds, laundry washers, and small-scale artisans operating oj*

subsistence level as well as occasional manual laborers and part-

domestic workers.

In the less- developed countries self-employed sales and servi

workers represent about 9.2 percent of the economically actlV

ECONOMIC DEVELOPMENT OF THE LDCs

lation as compared to 4.6 percent in the leading developed
p0P

-talist
countries (see Table 12.1). A large proportion of these

caP*
. aiong with many of those listed as self-employed production

p6
°kers (8.2 percent) and employed service workers (7.4 percent)

W°r

seriously underemployed and must thus be considered as part

^fthe reserve army of labor, exerting pressure on those with pro-

ductive jobs.

The massive pool of unemployed and semiemployed in the

-developed countries results in a much slower rate of growth in
6

o\ wages there than in the advanced countries. The less-developed

capitalist countries for which there were data for the movement in

real wages from 1968 to 1977 had an average annual increase in

real wages in manufacturing of .1 percent as compared to 3.6 percent

for the five leading advanced capitalist countries. In the 1972-77

period there was a decline in real wages in the less- developed coun-

tries of -.7 percent. There was considerable disparity among the

regions of the less-developed world in the trend in real wages. In

Latin America in the ten-year period real wages declined by .7

percent a year, in Africa they decreased by 6.7 percent, in the Near

East they increased by 1.8 percent, and in South and Southeast

Asia they increased by 2.3 percent (see Table 10.11). Some countries

saw spectacular declines in real wages, such as Argentina (-15.7

percent), Uruguay (-6.5 percent), and Ghana (-16.1 percent), while

a few saw very significant increases, such as Taiwan (6.0 percent) and
South Korea (15.6 percent). But for the most part, real wages were
virtually stagnant in the less- developed countries. In the 1968-77

period workers on the average experienced only the slightest of

improvements in their living standards. Relative to the workers in

the advanced countries their lot worsened by 3.5 percent a year,

^creasing the already tremendous gap in workers' living standards
lr

> the two parts of the world capitalist system (see Table 10.11).

The trend in wages in the less- developed countries has had a
number of important results, including the increased incentive for

transnational investment and growing revolutionary potential. This
relative decline in workers' wages in the less-developed countries
as compared to the advanced capitalist countries makes industrial
lnvestment by the transnational corporations in the less-developed
Countries all the more attractive. The virtual stagnation in workers'
1Vlr*g standards, combined with the generally rising expectations

.ncumbent on urbanization and exposure to Western media, has

greased the politically explosive potential of the working class
m these countries.

The operation of the reserve army of labor of displaced peasants
Pitting pressure on the wages of the employed, keeping their wages
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•

s
supplemented by the repressive measures of the antilabor

d°
Wn

'

rships that prevail through most of the less-developed coun-

dic
tato

bove all in Latin America-dictatorships that prohibit or

trieS

'iv constrict strikes and independent unions as well as resist

***abor legislation and social welfare policies which benefit the

^'^e living standards of the working people through most of the

developed world have improved little if at all in spite of rapid

wrialization. The vast majority remain in abject poverty. This

pflected in statistics on the diet of people in the less-developed
18

mtries Between 1966-68 and 1975-77 the average total protein

Gumption per capita in the less-developed countries increased

hv 3 6 percent as compared to 4.2 percent in the developed capitalist

nuntries and 11.4 percent in the socialist countries. The average

daily consumption of animal protein increased by 6.3 percent as

compared to 9.6 percent in the developed capitalist countries and

19 7 percent in the socialist countries. Latin America, which had

a relatively high level of total protein consumption per capita in

the 1960s experienced an actual decline between the two periods

of -1.7 percent while at the same time experiencing an increase

of 5.5 percent in animal protein consumption per capita (see Table

10 12) What this appears to reflect is a general reduction in the

quality of the diet for the majority of the people (fewer beans for

the peasants and workers) at the same time that the upper and

middle classes are increasing their standard of living, including

eating considerably more meat. This general pattern was reflected

in Brazil, Mexico, Nicaragua, and Guatemala, all of which expe-

rienced a deterioration in the general diet together with an increase

in meat consumption for the elite. For example, in Brazil, m spite of

the extremely rapid rate of economic growth and industrialization,

the average daily protein consumption per capita declined from 64.4

grams to 61.2 grams while the daily consumption of animal protein

increased from 20.9 grams to 23.2 grams.

Other countries experienced a decline in both total and animal

Protein consumption. For example, total protein consumption

Per capita declined in Chile from 73.0 to 70.3 while the consumption

°f animal protein declined from 25.7 to 24.7. In general it was in

the relatively better- off Latin American countries, where the masses

°f working people traditionally consumed significant amounts of

meat, that the consumption of animal protein declined, reflecting

deterioration in their living standards. In Uruguay, where the work-

ing people traditionally ate meat at Western European levels, animal

Protein consumption declined from 60.2 to 57.6 grams per day while
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total protein consumption remained virtually constant,
indicate

that working people were switching from meat to beans. n
S

That the massive pool of displaced peasants actually functions
1

inhibit real wage increases and consequently to produce a co;u:entr°

tion of the wealth generated in the industrialization process in ^
hands of the capitalist and upper middle classes is shown by ^
examination of those 30 less- developed countries for which there are

data on the tendencies in real wages as well as for growth in employ,

ment in the manufacturing sector. Those countries that have an
above average rate of increase in employment in the manufacturing

sector combined with a relatively slow decline in agricultural popula-

tion have an average annual increase in real wages of 2.0 percent

while those with below average rates of increase in manufacturing

employment combined with a relatively high decline in the agri-

cultural labor force have an annual increase in real wages of only

.6 percent.*

The considerable increase in wealth generated by industrialization

in the less- developed countries accrues to the capitalist and upper

middle classes. There is thus a tendency for economic inequality to

increase among the classes. When those less-developed countries

for which income distribution data are available for urban households

(the best measure of changes in economic well-being of classes since

it controls for the effect of rural-urban migration and increases in

money income this might bring as well as reflects actual living

standards of families) are examined, it is seen that income inequality

increased from 1960 to 1970. For those countries for which com-

parable studies were done around 1960 and around 1970 the average

income share going to the highest income 5 percent was 24.5 percent

in 1960 and 25.2 percent in 1970. The average income share going

to the highest income 20 percent was 50.2 percent in 1960 and 51.6

percent in 1970. The Gini index of inequality (which measures the

overall income distribution inequality with 1.0 indicating complete

inequality, and .0 complete equality) increased from .4517 in 19

to .4643 in 1970. When all the less- developed countries for which

data are available for either 1960 or 1970 are examined the trend is

seen as even more pronounced. Here it is found that the share go
^»

to the top 5 percent increased from an average of 21.1 percent

23.0 percent and to the top 20 percent from 48.2 percent to o"-

Computed from data obtained from Food and Agriculture Organization 1978:

Bank 1978: Business International Corporation (1979a. 1980).
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t while the Gini index increased from .4209 to .4475 (see

P
ercen

ib 13)-
Tab!f

ta 'for income distributions for all households for the developed

tries (there is little difference between this measure and that

c°un
ban households here) show that there is considerably more

°f

uality in the less-developed countries. In 1970 in the United
in6

tes the top 5 percent of income recipients received 16.6 percent

Tall income, the top 20 percent, 45.7 percent while the Gini

deX was .4171. The United States manifested the most income
m

quality of the four leading advanced capitalist nations. The

averages of the four in 1970 were respectively 14.6 percent, 41.0

oercent, and .3443.

Although comparable income distribution statistics tor many

of the key less- developed countries for urban households for years

around I960 and 1970 are not available, other measures of income

inequality are. In Brazil in 1960 the top 5 percent of all individual

income recipients (nationwide) received 39.9 percent of all income,

in 1970 they received 44.8 percent. The top 20 percent in 1960

received 62.1 percent and 67.3 percent in 1970. The Gini index

of income inequality rose from .5896 to .6465 in this period. In

Mexico in 1960 the top 5 percent of all households (rural and urban)

received 32.3 percent of all income and in 1970 37.8 percent, the

top 20 percent in 1960 received 60.2 percent and in 1970 63.2

percent, and the Gini index increased from .5549 to .5827. In

South Korea the same measures increased from 13.1 percent to

16.5 percent, from 38.2 percent to 40.3 percent, and from .3033

percent to .3160 percent in the same period.

It should be noted that the difference between the advanced

and the less-developed capitalist countries is most pronounced in

the percentage received by the top 5 percent. In the less- developed

countries the top 5 percent of urban households receive 50 percent

°r more of total income than they do in the developed, but the top

20 percent receive only about 25 percent more. This indicates

that the wealthiest groups, namely the capitalist class and the highest

Paid professionals, are relatively much better off in comparison with

the working class in the less-developed countries while the middle
class is only somewhat better off relative to the positions of these

Masses in the developed capitalist countries.

The income distribution of all households (urban plus rural), the

statistic on which the most comparative historical data are available

f°r the presently developed capitalist countries during the period

of their industrialization, approximates that of today's developing
c°untries. For example, for all the less-developed countries for
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which there were data, the top 5 percent of all households receiv h

26.2 percent of total income in 1970 (Jain 1975). In the UnitS
States in 1918 it was 24 percent, in Prussia in 1875 26 percent,

and
in Great Britain at the same time 48 percent. However, in the

latter countries there was generally a significant equalization trend*

For example, in the United States in 1944-48 5 percent of houSe]

holds received 17 percent of income and in Great Britain in 1930
30 percent (Kuznets 1966, Table 4.5).

While virtually all the present-day developed countries showed
a significant equalization trend in the income distribution of a//

households, such has not been the case in the less-developed coun-

tries where the top 5 percent received an average of 26.7 percent

in 1960 and 26.2 percent in 1970 (Jain 1975). Much of the trend to-

ward equalization in the historical development of today's developed
countries, as well as the lack of such a trend in today's developing

countries, is due to the fact that the move from very poor rural

areas (by the poorest parts of the rural population) to the cities

(where the monetary income per capita is higher) results in an
overall income increase for all households without necessarily pro-

ducing a change in income equality either within the rural or the

urban sectors. In fact, because of rapid rural-urban migration an

increase in overall household income equality is compatible with

a decrease in both urban and in rural income equality. The fact

that much more rapid rural-urban migration is occurring today

in the less- developed countries than occurred in the history of

Western Europe and the United States, together with a lack of

equalization in overall household income and the large rural-urban

income differentials that exist in the less-developed countries,

indicates that the income inequality of urban households must be

deteriorating overtime. It apparently did not do so in the develop-

ment of today's developed countries because of relatively rapidly

rising wages. Evidence for Norway, where there are data available

for urban households, confirms this. In 1907 the top 5 percent in

Norway received 30 percent of the income of all urban households,

and in 1948 19 percent (Kuznets 1966, Table 4.5). This compares

with the 1960 average of all the less-developed countries of 21

percent and the 1970 average of 23 percent (see Table 10.13)-

The contrast between the growing income inequality produced by

economic development within the imperialist system in the less-

developed countries with the historical decrease in income inequality

in the history of the developed countries is clear.

It is of interest to note that income inequality is far less in the

socialist countries than in either the less- developed or developed
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talist
countries. In 1970 the top 5 percent of households in the

capl
n Democratic Republic received only 9.2 percent of the total

Ger
m e, and the top 20 percent 30.7 percent, while the Gini index

inC°
2044- It is clear that there is radically more income equality in

^socialist countries than in the less-developed capitalist countries.

That the pool of urban unemployed and semiemployed nega-

•

eiv affect the income distribution of the less-developed countries
tlV

seen when the less- developed countries for which data are available

l!ith below-average rates of growth in employment in manufacturing

Id relatively rapid rates of decline of the agriculturally employed

population are compared with those that have an above-average

rate of increase in manufacturing employment combined with a

relatively slow rate of decline in the percentage of their economically

active population in agriculture. In the first set of countries the top

5 percent of households around 1970 received 36.2 percent of the

income, the top 20 percent 62.8 percent, and the Gini index was

.6117. In the second set the top 5 percent received 25.1 percent,

the top 20 percent 51.7 percent, and the Gini index was .4601*

(Jain 1975; Food and Agriculture Organization 1978, Table 3; World

Bank 1978). There is a considerable difference with the countries

with the largest reserve army of labor being considerably more

inegalitarian in their income distributions than those with a rela-

tively small reserve army of labor.

SUMMARY

Rapid industrialization and economic growth are occurring in the

less-developed countries. These processes are in large part induced

by imperialism through the transfer of capital and technology from

the advanced capitalist countries. The economic development of

the less-developed countries has, however, been distorted because

of their imperialist ties. The consequences of development within

the world capitalist system have been economic domination by the

transnational corporations as well as considerable social disruption

injustices, including extremely rapid rural-urban migration,

Passive unemployment and underemployment, stagnation in living

standards for working people, and growing income inequality. In all

*These statist's are for all households (urban and rural). This measure was used

keeause it has lx-cn collected for more countries than any other income distribution statistic.

Because we are usini> these statistics comparatively . the results should be valid.
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these regards the economic development occurring today is diff

from the historical development of Western Europe and the l/^1

States.
nN '

As a result of their experience, the working people of the 1

developed countries tend to support various movements for
eSS"

itarian change. The rapid rural-urban migration undermines
tr h-"

tional conservative peasant values. The massive unemployment
'

underemployment in the cities, the stagnation in wages, the incTa*^
in income inequality combined with the heavy exposure to Weste

*

life-styles observable in Western films, TV, and other media as well
as in the upper and upper middle class areas of their own countries

create considerable discontent. Radical ideologies interpret their

felt oppression and provide direction to their frustration These
ideologies originate with students and union activists who have been
exposed to Marxism as well as with religious and nationalist leaders

repulsed by imperial intrusion into their societies and cultures. They
find a most receptive audience among working people and the poor.

Considerable popular pressure arises to break with, or at least limit

the influence of, imperialism while at the same time improving the

lot of the poor within the country.

This popular democratic and antiimperialist pressure makes the

operation of formal Western-style parliamentary forms and civil

liberties incompatible with the preservation of capitalist and im-

perialist relationships. As a result, authoritarian governments,

typically originating in military dictatorships, tend to arise, dis-

placing the parliamentary forms left by the ex-colonialists (or copied

in Latin America from Great Britain or France in the nineteenth

century). These regimes repress popular demands in order to pre-

serve both the privileges of the local rich and the prerogatives of

the transnational corporations. Thus virtually every less- developed

capitalist country whose economy is organized according to capitalist

principles has a conservative authoritarian government either directly

run by or closely backed by the military. The handful of exceptions

to the general rule is accounted for by exceptional circumstances

such as the possibility of increasing the masses' living standards by

distributing part of rapidly rising petroleum revenues (e.g., Venezuela)

or especially high levels of communal antagonisms that keep tne

masses of working people fighting each other (e.g., India). F°r

most part, attempts to restore parliamentary forms and civil libert
!^!

in the less-developed countries soon result in the return of popul

pressures for antiimperialist and egalitarian policies, and t

consequently in another military coup d'etat, e.g., the history
^

Argentina. The preservation of the economic interests of the tra
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1
corporations and the local wealthy, given the social and

nation consequences of economic development within the impe-

ec
orxOTnl

tem requires repressive authoritarian governments of the

riali
st w

Rig
a othetically, if the rates of economic growth of the less-

] ned countries were to continue at their 1970-77 rate, the

^developed countries would finally catch up to the developed

1

tries around the year 2175, although they would attain the late

C

°70s levels of GDP per capita of the developed countries around

MO If the current trends of rural-urban migration, export of
2

tal and rapid rates of industrialization, and increase in the

rcentage of employment in manufacturing were to continue for

tone enough eventually the rate of increase in industrial employment

would come to match the rate of agricultural displacement and the

Reserve army" of unemployed and underemployed would begin

shrinking, real wages would then begin to rise, eventually more

rapidly than in the developed capitalist countries, and result in a

tendency for the relative wage levels and living standards of workers

in the advanced and less-developed countries to converge rather

than diverge, as is now the case.

However, it is most unlikely that the current tendency for the

less-developed countries to catch up with the developed will proceed

very far; likewise, the possibility of current trends in the living

standards of workers in the less-developed countries being reversed

and eventually converging with those of developed countries is

unlikely to be realized (at least in most countries). The massive

social disruption, aggravated social inequality, and political repres-

sion that imperialist development entails are very likely to result in

social revolutions that will break with imperialism and establish

socialist or at least noncapitalist paths of development. More Cubas,

Vietnams, and Chinas and more Algerias, Tanzanias, Syrias, and

Irans are far more likely results of imperialist development than

more Japans. The Iranian revolution occurring in a country with an

exceptionally rapid rate of economic growth and industrialization,

and thoroughly integrated with the transnational corporations, is

a most ominous event for imperialism.



THE DEVELOPMENT
OF IMPERIALISM AND

THE TRANSFORMATION
OF PERIPHERAL

SOCIAL STRUCTURES

During the first two stages of European imperialism, the

precapitalist mercantile stage and the stage of competitive capitalism,

the class structures of Asia, Africa, and Latin America were affected

in very diverse ways by imperialism. No similarity developed in the

social structures of the colonial and semicolonial regions of the

European periphery from the fifteenth through the late nineteenth

centuries. The social structures created by integration into the world
market diverged because of interaction of the modes of production
(the typical way of producing goods) of both the colonized and
colonizing countries.*

Commercialization and markets do not normally have any
mherent effect on either social structure or the mode of production
other than tending to increase social differentiation. Thus the only
more or less common result of the initial integration of Asia, Africa,

Latin America into the European world system before the

wentieth century was an increase in internal inequality.

The great diversity in social structural forms caused by the
economic impact of integration into the European world economy

"Good arguments for the primacy of the mode of production have been made by Althusser
and Bahbar 1968: Dobb 1963; Genovese 1967. 1968. 1969; and I.aClau 1977. Some of the more
,tn Portant theorists who reject the primacy of the mode of production (as defined in terms of

e relations of production) include Frank"l967; Sweezy 1976; and Wallerstein 1974, 1979.th

367
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must thus be explained by the interaction of the modes of product
-

of Europe and those of the rest of the world. When the same
f

*°n

(market integration) produces very different results, it can not
1
"?

the cause of the different outcomes. It must be seen instead as eith

a catalyst that sets into motion factors latent in the peripheral mo^
of production or as a transmission belt of the logic of differe

6

modes of production in the various colonial and neocolonial powers
The four different stages of imperialism each have had different

logics, and thus different effects on the social structures of the
periphery. Each has been generated by a different mode of produc-

tion in the European world.

THE EFFECT OF PRECAPITALIST IMPERIALISM

During the period of noncapitalist imperialism of the fifteenth

through the eighteenth centuries, European trade did not differ in

any essentials from that of the Ottomans, Chinese, Persians, or

Arabs. Its impact on other lands (that is lands other than those

that were directly conquered, as were Mexico and Peru by Spain,

or the Arab lands by the Ottomans) was essentially the same. Like-

wise, the impact that both territorial expansionist European powers

such as Spain and the Ottomans and Chinese had on the lands they

conquered was also essentially the same—the institutionalization

of tribute (in kind or in lieu of kind in labor services) from the

conquered peoples. Europe during this stage was primarily interested

in securing precious metals and what were at the time luxury goods

such as tobacco, sugar, spices, coffee, tea, and other exotic goods

for the European elite.

Latin America

The traditional imperial mechanism of plunder and trit

played a central role, especially for Spain in her relationships to

New World, through the eighteenth century.* The Spanish crown

granted the. right of encomienda (tribute or labor services) to indivi

dual military leaders who conquered the Indians as their reward.

Discussion of the transformations in Latin American social structure reh^

heavily on the following: Ferrer 1967; Furtado 1965, 1970; Genovese l»

McBride 1923, 1936; Stavenhagen 1975; and Wolf 1969, chap. 1.
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enda system, which was the predominant form of labor
' lU

01111

s in most of Spanish America from the early sixteenth
atl

°h the eighteenth century, was neither a form of serfdom nor

0flandownership.

Gradually the Indian population declined and the Spanish

ulated more and more land through direct land grants as

tBt

\l as by hook and crook. The institution of repartimiento (essen-

f j. corVee labor, required of the Indians) came to supplant the

mienda system as more and more land came into the hands of

.

'

^Spanish and it became necessary to secure Indian labor to work
; 1<?

The repartimiento system meant the allocation of Indian workers

he Spanish estates (haciendas) on a rotational basis for specific

Periods of time. Gradually the repartimiento system was turned

into serfdom with the Indians permanently bound to the hacienda

lands (no longer rotating for specific periods). The process of forcing

the Indians onto the haciendas as serfs was facilitated by the destruc-

tion of the ecological basis of the Indian communities, e.g., the

physical destruction of native irrigation and terraces, as well as the

incorporation of their land.

On the haciendas the Indians were typically allowed the use of

small plots for purposes of cultivation for subsistence while being

required to work so many days a year cultivating the domains of

the landlords. The relations of production were now fully feudal.

The landlord-serf relationship predominated.

In the first half of the nineteenth century (following on the

heels of independence) land became fully private property in Spanish-

speaking America. Most communal lands (and in places, such as

Mexico, church lands as well) were made private property by law,

to be bought, sold, and inherited at will. Once this happened and
the forces of the market (with cash crop production becoming
central) were given full sway the process of concentration of land

ownership was accelerated. The large estates tended to be concen-
trated in the lower slopes and humid tropical regions where the

leading commercial crops, sugarcane, bananas, cocoa, tobacco,
and so forth, were grown, while in the highlands, where cultivation

Was mainly for subsistence, traditional communities in varying

Agrees survived.

Although feudal legal obligations were generally abolished with

'"dependence from Spain, de facto serflike relationships on the
and were actually consolidated over the course of the nineteenth
century. Debt peonage became more important, informal coercion,
ne customs of generations, the practice among the landlords not to
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give employment to another's peons, and the lack of econo
alternatives proved to be powerful economic forces keeping the

^
producers in an essentially serflike condition. Mexican haciend^
had their own police and whipping posts until the 1910 revoluti
Whether formally or informally, through the early years of h?"
twentieth century the hacienderos continued to exercise vari
degrees of civil jurisdiction over their peons, and were effectiv

0
)*

8

able to see that they remained totally dependent on them. y

Until the twentieth century Portuguese-speaking America hart
a very different class system than most of Spanish-speaking AmericaThe fact that there were very few Indians in Brazil meant that th
encomienda/repartimiento/hacienda system evolved by the Spanishwas not viable here. Instead slavery, using blacks imported from
African trading posts, became the predominant mode of production
Sugar, at first a luxury spice for the European elite, became thedominant crop (from the sixteenth through the mid-seventeenth
centuries). In the eighteenth century gold and diamond mining
also using slavery, displaced sugar production as the predominant
commercial activity. When slavery was finally abolished in the late
nineteenth century the former slaves were transformed into semiserfs
who contmued working under similar conditions with similar rela-
tions to the owners of the land as before. The land in the fertile
areas of the northeast (which was the traditional commercial export
area) had long been monopolized in large estates, so there was no
alternative in the area but to continue working for the ex-slave
lords. The social organization introduced by the Portuguese in the
sixteenth century in the sugar cane producing northeast pretty much
continued mto the mid-twentieth century (except that semiserf
relations displaced slavery). In times of low market demand the
peasants of the northeast were granted permission to live on the
landlords' estates and work subsistence plots in exchange for laboring
for the landlords one or two days a week. Sharecropping also

expanded, with the share tenants also working subsistence plots.
In times of high demand both types of subsistence plots were cut
back or eliminated, their cultivators being forced to work more in

the export sector, either as sharecroppers or as wage laborers.

The Caribbean

The successful commercial exploitation of the Caribbean
from the sixteenth century to the nineteenth also required sla-
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efy
# Because of the low initial population density of the islands

V

,d the logic of intensive plantation agriculture (especially in sugar-

cane) an unfree labor force had to be imported. The most readily

mailable and cheapest labor source was Africans, who had to be

compelled to both migrate and to work if the plantations system was

to be profitable. It was the growing demand for sugar in Europe that

brought the plantation system into being in the Caribbean.

The British islands, such as Barbados, were first settled with

indentured British subjects, who gradually became independent

yeomen. In the later part of the seventeenth century, however,

these yeomen were forced off the land by the expanding plantation

system with its low-cost slave labor force. After emancipation in

1840 the attempt was made to force the freemen to continue to

work as menial agricultural workers on the same plantations where

they had been enslaved. This generally succeeded on the smaller

islands because of the unavailability of surplus land or of any other

alternative ways of earning a living. This was not the case, however,

in the British-held areas that had a surplus of land: Jamaica, Trinidad,

and Guiana. Here the ex-slaves could not generally be forced to stay

on the plantations because alternative sources of subsistence were
available. This outcome was only reached, however, after a struggle

between the ex-slaves and the plantation owners, which included

unsuccessful attempts to force the blacks back to the plantations

through taxing their huts and land (in an attempt to force them to
work to secure money). In these three areas, low-cost East Indian
indentured contract laborers had to be brought in from British India
to assume the menial agricultural tasks the blacks now refused to
perform.

In this period the social structures of the Caribbean region and
the adjoining areas of Brazil, Peru, and the North Atlantic coast
of America were transformed. The native peoples of the Caribbean,
North Atlantic coast, and Brazil were displaced or physically elim-
mated, and the rather advanced Indians of Mexico and Peru were
harnessed to produce the luxury goods demanded by the European
ruling class. But in the rest of the world, trade, with occasional
Plunder, proved adequate to supply Europe with luxury goods it

Discussion of the transformations in Caribbean social structure relies heavily on
following: Guerray Sanchez 1964; Ortiz 1947; Williams 1944; Wolf 1969,
>-6; and Brown 1974.
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wanted. Europe, for the most part, had neither the abilit
the interest in conquering these other regions. Europe's eff

n°r
Africa and Asia was mostly to increase social differentiation ^ °1
the preexisting social structures. By providing a market fo i

Wlthin

produced goods (spices, quality textiles, slaves, and so W? 1*
stimulated the local countries' economies, accelerating the now- il

ties in the social structure of each. ^walL

THE EFFECT OF COMPETITIVE CAPITALIST IMPERIALISM

A fundamental transformation occurred in the European woJeconomy in the period 1750-1850. It ceased being a commlrdJeconomy qualitatively the same as that of the Chinese, PeJ^Ottomans, or Arabs (an economy interested in importing
goods where it did not exercise political control and tribute where
it did) It became a distinctively capitalist world economy nowinterested primarily in the export of goods and increasingly ln theimport of industrial raw materials (such as cotton). The fundamental
transformation of the relations of production in Europe during thisperiod from private peasantry to wage labor totally changed the
character of trade and its impact on the countries of Africa, Asia,
and the Americas.

The new capitalist markets, unlike the older noncapitalist
markets, dissolved the preexisting modes of production in the
outlying areas of the world. They ceased, as the older noncapitalist
commercialism typically did, to reinforce old social structures, and
instead, whether or not political domination was exercised in an area,
now tended to radically undermine them. Europe now needed
buyers for the mass-produced goods of its rapidly expanding capitalist
enterprises. The import of cheap mass-produced goods had a radical
effect on the traditional handicraft production of both peasants
and the urban artisans in the non-European regions. It produced
massive impoverishment of peasantries and artisans as well as massive
population shifts, in some cases away from the cities toward subsist-
ence agriculture but more often toward the cities. By undermining
the old modes of production it created the preconditions for future
capitalist development (creating a desperate semiproletariat and
accumulating local fortunes in the hands of a few local traders). The
world was now being transformed, but each part of it was being
transformed differently, depending on the local modes of production
and the differences in the modes of production among the colonizers.
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China

The preimperialist Chinese social structure was very different

m that of India and the Arab/Ottoman world.* Nothing like the

Asiatic
mode of production existed here. Land was private property

j could be bought, sold, and inherited. Wage labor and debt

onage existed. The villages had little authority over their members.

L ife was relatively atomized (with the key unit being the family).

There were few occasions for cooperation beyond the household

level. The household economy was fairly commercialized as com-

pared to the rest of the non-European world. Neither did anything

like classical feudalism (with serfdom and manors) exist. Peasants

were not tied to the land (except for those in debt) and were free

to move, buy, and sell land. If they could accumulate sufficient

funds, they were able to send their children to school to be trained

to become state officials and thus gentry, i.e., there were no insu-

perable status boundaries blocking upward mobility. There were

little in the way of feudal compulsions. Peasants who did not own
their land were either sharecroppers or hired labor.

In the early twentieth century, and apparently in the nineteenth

century as well, North China was a low-tenancy area. Around 1930
the landlords owned only about 25 percent of the land, while South
China (the rice-growing area) was a high tenancy area where about
40 percent of the land was owned by landlords. In the country as

a whole about one-half of the peasants owned at least some land.

Only about one-fourth of the cultivated land was rented out. The
rest was either cultivated by the owners or was worked by wage
labor. The peasant mode of production, with a high proportion
of independent yeomen, existed in China. The primary form of
exploitation was through the state in the form of taxes.

The Chinese social structure was not qualitatively altered by the
impact of the West. China was never conquered. It never fell under
the political sovereignty of the Europeans. It was already more
advanced in terms of commercialization and its mode and forces of
Production (i.e., more like capitalism) than just about any other
area Europe came into contact with. The forced introduction of
heater market forces into China accelerated the development of

th *P'
scuss 'on of Lhe transformations in Chinese social structure relies heavily on

lQ
eJRowing: Anderson 1974; Moore 1966, chap. 4; Schurman and Schnell

iy<>7; Tawney 1 932; and Wolf 1969, chap. 3.
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the tendency that already existed, but had been blocked by a ^
central state, at least through the nineteenth century.

st*ong

With the open-door policies of the Western imperialists
after the 1820s forced China to trade with the West, agricuTt
especially near the coastal cities, became increasingly comm -

and oriented to cash crops, such as tobacco and opium as w^f

^

rice. Land prices as well as rents rapidly increased in these ar
^

Absentee landlordism became prevalent near the cities both bee
^

landlords moved to the towns and new money made in the cV^was invested in land. The expansion of markets brought the ctomary rural handicrafts into competition with modern indusfrv"
resulting in both the decline of both household production and th
local artisans, and the growth of a national bourgeoisie.

The growth of both a national and a comprador bourgeoisie inChina was facilitated (unlike in India) by the comparatively low
degree of status crystallization (castelike qualities) between the
peasantry and the landed/state bureaucratic class. As the ability to
buy and sell land (and thus to accumulate wealth) and the imperial
examination system (to consolidate wealth and gain privilege)
showed, there was fluidity in the Chinese class system, especially
compared to the rigid caste system of India. Because of the rela-
tive flexibility of the Chinese class structure and because the upper
classes m China were already fairly commercialized before the
European intervention, they rather quickly responded to the
European impact by becoming more commercial.

The ease with which the Chinese wealthy adopted to the world
capitalist market meant that the direct political colonization of
China by European countries was not necessary, although, of course,
initial intervention to get the state bureaucracy to "open the door"
was. In India, on the other hand, the rigid caste system combined
with state peasantry (the Asiatic mode of production) placed a

major block on the opportunities for Europeans to profit from the

region without direct political control so as to transform the social

structure to allow world capitalist market forces to do their work.
The Chinese social structure lent itself to capitalist development in a

way that the Indian social structure did not. The greater indigenous
capitalist development in China may well have played a major role

in the rise and victory of the Communist movement there.
An antagonism developed between the national bourgeoisie of

small-scale productive capitalists in the cities who suffered from
imperialism because their products were in competition with the

products imported from Europe, and the compradors, whose profits

came mostly from serving as middlemen between the foreigners and
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classes, e.g., most merchants, money lenders, a few raono-

)H, l0
wer

.

ndust
'

ries not in competition with European products,

polists *

th There was considerable support among the national

*»d s° -°

e for the elimination of imperialist economic and political

b
ourgeo ^ consequently, significant support within this class

infl^pCommunist-led revolution of the 1940s as well.

f°r
rrhP increasing commercialization of the countryside accelerated

Icentration of land, the growth of a stratum of rich peasants,

Proletarianization among the poorer peasants who were increas-

311

1 forced either to become rural wage laborers or to migrate to

Xl

u towns to become coolies or urban proletarians. The rapidly

wine classes of urban proletarians and semiproletarians (artisans,

holies peddlers, and so forth) normally kept in close contact with

The ountryside from which they came. They consequently became

arriers of the radical class consciousness or urban workers to the

ountryside, and thus performed an important political role m the

Lowth of communism in the peasantry in the 1925 to 1948 period.

The more proletarian character of Chinese rural producers

together with the more developed role of commercial forces in the

countryside undoubtedly played a key role in determining the

different outcomes in China and India. The semiproletanan nature

of a large and rapidly growing segment of rural producers as well as

the conditions of the medium and large peasant landowners, who

were under increasing pressure from money lenders, buyers, and

suppliers, greatly facilitated the growth of a revolutionary movement

in China.

The Chinese Communist Party, with its social base among the

urban proletarians and semiproletarians (which, however, because

of intense urban repression after 1927 did not play an active role

in the actual revolution) and among the semiproletariat and poor

peasants of the countryside (from which most of the recruits for the

Red armies came), offered a political alternative to the petty and

national bourgeoisie- an alternative that was not a real option m
India. As a result, the class alliances and political outcomes m the

two regions were very different. While in India the antiimpenalist

movement was primarily an alliance between the national bourgeoisie

and peasantry, with the national bourgeoisie providing the ideology

and direction, in China the antiimperialist movement was primarily

an alliance of the proletariat (urban and rural), peasantry, urban

Petty bourgeoisie (especially the intellectuals), and many national

bourgeois (whose sense of national pride and oppression by foreign

imperialists, together with the Communist guarantees of their pro-

perty, made them supporters of the revolution) under the leadership
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of a party whose ideology and direction were proletarian (i.e., m
or less identical to that of the other parties of the Comintern

whicu

were based primarily in the industrial proletariat).

India

Before the fifteenth century the Asiatic mode of production

prevailed in most of India, i.e., rural communities generally managed

their own affairs, paying a heavy tax to the state, while the land

was collectively held by the village, with only use rights held by

the proprietors.* The land was the property of the state. The local

state officials, the Zamindari, although they often had some rights

in the land, were never landlords (and certainly not feudal lords in

anything like the medieval European sense). Although there were

variations in different areas, they most closely approximated tax

collectors for the imperial bureaucracy who were given a share of

the tax they collected from a given area. The Mongol state of the

sixteenth century taxed and ruled through these native authorities.

In pre-British India land could be purchased only in small units for

houses. Rights in the land were held at the pleasure of the ruler.

There was no inheritance of office. On the death of an officeholder,

the rule was that his wealth returned to the treasury (although this

was not always done). There was also the imperial practice of

claiming the earthly goods of merchants on their death (which was

also selectively exercised). These practices put great barriers in the

way of accumulation of private wealth.

In pre-British India there was little tendency for the state officials

to supervise what took place inside the villages. The actual collection

of the tax as well as running local affairs was left almost entirely

to the village headmen. It is of interest to note that, unlike in the

major populated areas of the Arab world (or China), public water-

works played little role in most of the Indian subcontinent.

When the British assumed political sovereignty in India begin-

ning in the late eighteenth and early nineteenth centuries, they ha

a radical effect on the Indian class system. In parts of India, e.g..

Bengal, they decreed that the Zamindari, who formerly mer*;

had the right to collect taxes, were to be considered as landlor

Wanting to secure a firm source of revenue and stabilize the rur

class structure (perhaps projecting the British land system into Indi

he

Discussion of the transformations in Indian social structure relies heavily onJ
J: Anderson 1974, app. B: Baran 1957, chap. 5: U'V M

following: Aberleand Sharma 1973

1966; and Moore 1966, chap. 6.
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seated a class of large landlords with inheritable owner-

*** IVL the land. In other parts of India, especially the south,

*® ng
indii were ignored. Here the British state came to directly

Ttaxeffrom the peasants. Peasant, in these areas were con-

collect
t^es

in the land . Thus in much of the

sidered
to have

nortiieaBt f
small holding was developed,

south, ^*e

In

*

a however, British authority rested heavily on the

TbrOUg
nrupperClasses, whom they counted on to preserve order

dominant uppa ^ their interests increasingly in

** ISJ^^tSiOi century, quasi-communist villages were

the
course 01 1

increasingly became private property to be

UndTLd sold by indMdualf Because land turned into a com-

bought and soia oy
in the land were turned into^^^^ ~ were forced t0 migrate to

fes andbec^™
fay^ British

hilt L landlhey owned to intermediaries who directly exploited

sublet the land tney ow
nineteenth century the dif-

the Zamindari of the northeast sold much of their land to others,

thus breaking it up into smaller units.
rtV>+£.»

The tenlta themselves were divided^T^l^ ^o
(with legal protections and inheritable rights) and tenant who

were displaced at will (in places this last category °i^^ad to

pay 75 to 80 percent of their produce as rent). The ^ati°nfip

beLeen the landlords and tenants before .^dependence

,

described as semiserfdom. Institutions of unpaid labor^services

unofficial judicial power by landlords, caste obligations debt labor

special levies on produce, illegal extortions, P—
dations, and brute force as a means of securing a compliant labor

force were prevalent.
, K(_ lir_

By the 1880s India had developed a significant ^lon^ou

geoisie (especially in cotton and jute processing). Tta^» i

cramped by British domination and aspired to state P;°^"°
guaranteed monopoly rights. British hostility to their interests

(because they were competitors of British-owned »<^»>
the emerging national bourgeoisie to seek an alliance with the pea

santry (especially its better-off stratum), which became manifested

in the Congress Party and the independence movement.
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Indonesia

The class system generated in Java was a product of the
tion of the mode of production in the Netherlands together vv^ 1*

preexisting Asiatic or state peasant mode of production
i

e

(which gave a strong role to the communal villages that alio
****

land) * Because the Netherlands was not an industrial canT^country before the twentieth century, the Dutch colonizat

n

St

Java functioned primarily to get raw materials out, not to secu,
°f

market for Dutch produce. Further, the nonindustrial natureDutch economy meant that there was no surplus of Dutch cai ,seeking investment in Indonesia. The Indonesian social structure wldesigned to secure profits from the export of raw materials 3
stimu ation of demand in Indonesia for European industrial'^
would have benefited the British, the leading industrial power Jwas thus discouraged. The guiding principle of the Dutch in Java
to keep the natives native, i.e., minimally changing their mode of life

tt^:7^zTng them to produce

From 1602-1799 the Dutch East India Company was in chargeof exploiting the Dutch islands, as was the norm in those tim|with considerable autonomy. At first it merely engaged in the highly
profi.table trade without directly impacting the social structure^But it became increasingly involved in politically dominating the area
as a way to increase its profits. In the early nineteenth century the
Dutch state came to directly administer Indonesia, both politically
and economically (taking over from the East India Company).
Because of the shortage of Dutch capital available to privately
exploit the land, the Dutch state directly administered the econom-
ically prof, table system through most of the nineteenth century.

^i-rf f,
eT?miC SyStem established by the Dutch, and fully con-

solidated during the mid-nineteenth century, created a dual-sector
economy o« the same land. In the export sector (primarily sugar),
the Dutch state imposed collective obligations on the Java villages
to either work so many days a year on government-owned estates
or Projects or cultivate government-owned export crops on one-fifth
Of the villages fields (in exchange for which the Dutch remitted the
Dutch-imposed land tax on the villages). Thus, at any given time
about one-fifth of a village's land was being cultivated in sugar (or
another export crop) with the entire product being handed over to

on iSS^SS^f transformations in Indonesian social structure relies heavilyon Lreertz 1963 and Jacoby 1949.
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putch. The remainder of the village land was cultivated in rice

/
other subsistence crops) for local consumption. The way the

j was used was rotated according to the natural cycles of the

so that over a certain period all the land saw both types of

Cultivation. This system reinforced the traditional collective ap-
C

ortionment Qf tne Dy trie village councils, allowing the villages

to
continue to operate in the small field system appropriate to rice.

The arrangement had the desirous effects (from the Dutch point

0f view) of providing export commodities, without any reciprocal

yments on their part, as well as creating no demand for industrial

products (the native people continued their subsistence existence).

The system also had the advantage of flexibility. When the world

market demand for sugar grew, the land put into use for commercial

crops increased, and when the world demand decreased, the subsist-

ence sector expanded. The labor force was always in place and did

not need to be imported or sent back home. It fed itself with a

minimum of social (and hence political) disruption.

The system worked well in Java because the principal export

commodity (sugar) and the principal subsistence good (rice) thrived

under similar ecological conditions. Coffee, tea, and other crops that

became predominant on the outer islands such as Sumatra were

perennials and had different preferred environments, thus making
them incompatible with a subsistence crop rotation that could

sustain a labor force in the manner of the sugar/rice economy.
Because of their properties these perennials necessarily preempted
the native habitat and created enclaves worked by people who were
seasonal migrants (who grew subsistence crops elsewhere) or who
secured a money income from their labor that could be used to

purchase goods produced by others.

The Dutch-imposed economic system had immense implications
for the evolution of Java's social structure. The native people were
forced to stay on the better sugar/rice land while the marginal land
was turned over to coffee production. All the available low lands

were soon used up. Increases in rice productivity per unit of land

more or less kept pace with increasing population, setting rice

consumption and production per capita more or less constant at

the subsistence level. Land allocations per family became smaller

little significant stratification developed among the natives.

No class of landlords or rich peasants developed on the one side and
no class of landless rural workers developed on the other. All natives
were assured of more or less equal apportionments by the village

^location system. A complex web of work rights, and responsibil-

rties, leases, tenancy, collective harvesting, subcontracting, jobbing,
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and so forth, operated under the endorsement of the sugar plantar

to preserve a high degree of social and economic homogeneity.
°ns

The gulf between the peasants and plantations, however, bee
greater as the decreasing size of peasant units became more

la^
intensive (their size prohibited mechanization) while the plantar^
sector units became larger and more capital intensive.

A very different social structure developed on the outer
in

donesian islands, also under the demand of the world market for
export commodities. Obviously, the very different outcome in each
of the two areas of the same colony was the product of differences
in the mode of production, both in the Netherlands (Java and the
outer islands were developed at different times) and in the islands

In Sumatra, which had a low population density, cut and
agriculture was predominant during the early period of col

impact. Local residents could not be pressed into working on the

plantations since there was a surplus of land to which the natives

could retreat. Small holders became key producers in coffee, while
in rubber, tobacco, and tea the majority of the producers were
contract laborers from Java (with also some Chinese).

In addition to the differences in population density and ecology,

the state of development of the Dutch economy played an important

role in the differential development of the two islands. Whereas

throughout most of the nineteenth century Holland was not indus-

trial, could not export capital, and thus had to rely on state-owned

plantations to secure a marketable surplus from Java without creating

a demand for industrial goods, this was no longer the case during the

time that Sumatra developed. The Dutch now were in a position

to promote private plantations as well as to benefit from the en-

couragement of small holders oriented to export production. Dutch

companies profited from serving as intermediaries (as also did the

Chinese) as well as suppliers of industrial goods to the small holders.

Small holding did not have to be prohibited, as it was in Java, since

an alternative more profitable labor source was available. Sumatra's

production unlike Java's became increasingly capital intensive.

Plantations using wage laborers, together with small holdings oriented

toward export production, became the norm. Nothing like the

symbiotic Java system developed in Sumatra.
The very different social relations of production on the two

islands resulted in a number of very different economic and social

consequences in the two areas. In Sumatra the relations of Pr0
"

duction resulted in flexibility of land tenure, individualization,

slackening of extended family ties, increased class differentiation,
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• a class conflict, and a general weakening of traditional

g*°
win

tv- exactly the opposite from the developments in Java.

aUt
*rhe class relations and overall social structure of Java evolved

differently from that of other sugar-producing areas. In Jamaica,

ve
ther West Indian areas under the domination of the more

trialized European countries, first slavery, then (as in the larger

in
US

h Caribbean possessions) imported contract labor, was used
Bnt

uear Cuba in the nineteenth century became a leading sugar
111

ducer under the stimulation of demand from industrial capitalist

Ftfope first using slaves then rural proletarians. In both Cuba and

perto Rico in the twentieth century sugar production came to be

"ried on chiefly by fully proletarianized laborers. The more
C

ndustrialized
the colonial or neocolonial country the more likely

wage labor was to develop as the primary relation of production

in its dependencies.

THE EFFECT OF MONOPOLY CAPITALIST IMPERIALISM

Around 1900 monopoly became the predominant form of

capitalism in Europe and America, and with it fundamentally dif-

ferent forms of imperialism arose. Early monopoly capitalist

imperialism was motivated primarily by the need to export (primarily

nonindustrial) capital, because of the tendency to overproduction

endemic to monopoly capitalism, and by the need to secure large

quantities of raw materials, both for industrial production and mass

consumption. These new motives for European imperialism meant

the formal political division of most of the countries of Asia and

Africa by Europe and the capitalist relations of production within

them, both on the land (with the gradual abolition of precapitalist

forms of exploitation) and in the urban areas with foreign and local

capital increasingly utilizing wage labor.

While the imperialism of the precapitalist mercantile phase

mostly reinforced traditional social structure (except in the Americas)

the imperialism of the competitive capitalist phase created

Unique and varied social structures, monopoly capitalist imperialism

has tended to erode all preexisting class formations and modes of

labor. The productive classes throughout the world in this stage

te^ded to be transformed into semiproletarians, landless peasants,

lumpen proletarians, lumpen petty bourgeois, and proletarians

Especially in construction, mining, transport, government services,

*nd agriculture).
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Sub-Saharan Africa

Before the European impact on its social structure, sub-Sah

rica had a wide range of social structures, from the primit^
communism" of hunters and gatherers and simple horticulturalis^*

varieties of "feudalism" in the Lake Region and the area around th
Ivory Coast and Dahomey.* African "feudalism", however, especi li*

in the east, was based more on control of cattle than of land. \\<Qu

developed states existed in many areas of West Africa as well as
'

the Lake Region. Precolonial Africa consisted in largo part of self
sufficient village communities engaged in subsistence agricultur

that in the more feudal state-organized regions provided a surplus

to the ruling class. In general there was no private property
jn

land. Land was assigned on the basis of use through mechanisms
varying from democratic village councils to patriarchal lineage heads
or tribal chiefs. In areas of chiefdoms and states the peasants or

tribal members typically owed labor services to their lineage or

tribal chiefs.

The social structure of sub-Saharan Africa was not changed

qualitatively by the slave trade. The slave trade's impact was mostly

quantitative with greater stratification being induced, often times

with formerly more or less democratically responsible chiefs

becoming tyrants (with a consequent growth in their privileges).

After the sixteenth century, human beings became Africa's major

export, with Europe importing cheap manufactured goods (especially

guns) into the region. The states on or near the coast raided the

states and tribes further inland in order to obtain captives to provide

the Europeans in exchange for their wares (especially the guns that

allowed them to succeed in their military endeavors). African socie-

ties had no choice but to engage in the slave trade. If they did not

they would not have access to European weapons. And without

such weapons they themselves would become the prey of other

states. World market forces forced the perpetuation and spread o

the slave trade in Africa.
^

The slave trade had various effects on Africa: first, it increas

the local importance of slavery (whose existence predated contacjj

with Europeans) as a mode of production within Africa; second,

hindered the economic development of the continent by depnyi

it of able-bodied workers; and third, it undermined local artis

Discussion of the transformations in sub-Saharan African social strU^nd
relies heavily on the following: Davidson 1961; Harris 1%6; Gutkina

d
Waterman 1977; Mamdani 1976; E. P. Skinner 1966; Stavenhagen 197o,

Woodis 1960.
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tion because of the cheap European goods received for the
produC These factors inhibited indigenous capital accumulation,

sj
aVes.

^ ^he gj.owth of either an African bourgeoisie or proletariat.

" lCl

The end of the slave trade in the first half of the nineteenth

j had considerable ramifications for African social structure,

human beings ceased being commodities the African economies

^fTd to commercial export crop production. Commodities such as

a peanuts, palm oil, coffee, and rubber became the principal
epC°

rt crops. The older military aristocracies whose wealth and
tNP

°er had been accumulated in the slave trade tended to transform

'-'

emselves into planters who sometimes employed semiserf relations

^production often by manipulating lineage obligations. In general,

however, the wealth and power of the indigenous elite declined

in the course of the nineteenth century as the role of foreign traders,

especially Muslims and Europeans, grew in importance.

In the last decades of the nineteenth century the Europeans

defeated the local states and chiefdoms and set up colonial regimes.

The new colonial economies tended to rely heavily on labor migration

to secure a labor force both in the mining sector and in commercial

crop production. Since most Africans were able to sustain them-

selves through subsistence production on land on which they had

traditional communal rights, the Europeans had to manipulate

them into providing their labor. Taxes payable in money were

introduced to force Africans to work in the European-owned

enterprises to secure the means to pay them. Labor services (corvee)

were introduced, which could often be opted out of in exchange for

a cash payment. Rules were introduced that all able-bodied men
had to prove gainful employment in order to avoid corvee. After a
few decades of forced labor services and money taxes these com-
pulsions became less necessary as simple economic incentives came
to prevail. The undermining of traditional subsistence agriculture

through growth of private property in land, increased population
density, and the internalization of demands for commercial goods
came to provide sufficient incentive to get Africans to sell their labor

Power for a wage. The African economies became increasingly

commercial, and wage labor more prevalent, as the profitability of

f
aw materials exports as well as demand for European industrial
lmPorts grew.

The typical pattern was to institutionalize annual labor migration,

J^th the workers farming subsistence plots in their traditional areas

.° Provide for most of their basic needs for about half a year (often
ln a different country, e.g., Mozambique). During the rest of the

^
ear they migrated (without their families) to work in the mines

*e g-, in South Africa, Katanga, Rhodesia) or on commercial planta-
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tions (e.g., in Senegal, the Ivory Coast, Ghana). The centrality

migratory labor is attested to by the fact that in the mid-ig^Q
approximately 50 percent of the adult African men in Mozambia

S

were working away from their homes for part of the year and th t

two-thirds of South African miners were from other countries.
a

In the mining areas of the southern part of the continent
the

mining corporations encouraged the workers to preserve their
ties

to their traditional areas. This was done both to keep wages low by
having the laborers and their families produce most of their own
subsistence needs and to prevent the development of a proletarian

class consciousness among the workers, a consciousness that threat-

ened to manifest itself in strong unions, strikes, and revolutionary

attempts to seize power (such a consciousness typically emerged
throughout the advanced capitalist countries among miners). De-
tribalization was actively discouraged in the attempt to keep workers
psychologically as well as physically dependent on their tribes. To
this end the following were typically instituted: first, labor contracts

of limited duration; second, requirements that migratory miners

must stay in their native areas for a fixed period of time before they
could return to work in the mines; third, living conditions (dormi-
tories), and such low pay that it was impossible to bring families to

the mines; and fourth, rules that only those with labor contracts

could reside outside of tribal territory. Although the policies of the

European mining corporations succeeded in slowing down detribali-

zation, thus inhibiting the formation of a true proletariat, tribal

life in areas of heavy labor migration was nevertheless in good

part disorganized by the logic of the prevailing capitalist mode of

production. The traditional tribal relations of production became
less important in the activities of migratory Africans.

Seasonal migratory labor also came to play a central role in

the commercial crop economies of central Africa. Here too the

most typical pattern was for the seasonal laborers to cultivate a

subsistence crop at home (e.g., Upper Volta, Mali) and migrate

every year to the commercial crop areas in countries such as the

Ivory Coast, Ghana, and Senegal, where they worked in peanuts,

cocoa, and coffee. Numerous remuneration patterns evolved within

this framework, in different places and in the same place for different

people: first, local small farmers provided the migrants with house,

seed, and a plot of their own in exchange for labor services for a

fixed number of days on the farmer's land; second, the migrants

rented the local farmer's land in exchange for money, days of labor

service, or a share of the crop; and third, wage labor. Seasonal wage

labor became especially important in areas of perennial crops such
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0ffee and cocoa that take three to four years to mature and
°

give fruit for thirty or so years. In some areas more or less

^manent labor came to prevail. Liberian rubber plantations,

P
er

eroonian banana-growing areas, and the commercial monocul-
Cd
fe areas

of Kenya are leading examples.
W

For the most part, with the exception of the Firestone rubber

ntations in Liberia and plantations in a few other areas such as

5 re Kenya, and Rhodesia, large landed concentrations comparable

ith the haciendas of Latin America did not develop in Africa.

Capital accumulation in the cash crop sectors in Africa has not

required the direct ownership of the land in the form of large planta-

ins or estates since the control of capital, credit, and technology

has typically been in the hands of the wealthy commercial classes

and transnational corporations. Small-scale production continues

to predominate in sub-Saharan African commercial farming. In the

1960s something like one-half of the commercial landowners were

themselves also cultivators.

The European colonialist policy of encouraging the maintenance

of traditional subsistence agriculture and preserving the tribal

structure as a mechanism of social control meant that traditional

communal relations in tribal areas were in good part preserved in

most of the continent through the colonial period. This policy

also meant the development of an African class of rich landowners,

merchants, and capitalists was greatly inhibited. African wealth was

kept small. The encouragement of tribalism also inhibited the

local tribal chiefs from developing into commercial farmers, "rich

peasants," or merchants. As a result, the rising class of commercial

farmers that eventually developed with increasing commercialization

and the gradual transformation of land into private property tended

to be mostly descendants of slaves, serfs, or Africans from other

regions. Many of the somewhat larger merchants and traders came to

be foreigners (e.g., Lebanese, Muslims, Ibos, Greeks).

The different modes of exploitation and consequently the

radically different class structures of Latin America and sub-Saharan

Africa (areas with generally similar precolonial social structures)

were largely a result of the different modes of production prevailing

in Europe at the times of the respective colonization of the two

areas. The precapitalist imperialism of the Spanish required only the

import of luxury goods and precious metals into Spain. In order to

achieve this Spain established precapitalist relations of production

transplanted from Europe (tribute, corvee, and serfdom). The

monopoly capitalist imperialism of Africa's late nineteenth- and early

twentieth-century colonizers, however, demanded massive quantities
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of industrial raw materials and foodstuffs, commodities that com
not have been efficiently produced through the precapitalist

iQrr^
of exploitation used earlier by Spain. Thus, a hybrid form of Wa

S

labor was used in Africa.

Commercial agriculture developed along somewhat more lah0r
intensive lines in Africa than elsewhere, with the result that the
exodus of rural Africans to the cities has been inhibited. However
the increasing commercialization of agriculture, the decreasing

reliance on the subsistence agriculture/seasonal migration cycle

and the increasing use of modern agricultural techniques is resulting

in the growth of an urban semiproletarant/lumpen, as well as the

expansion of both an urban and rural proletariat. This is not happen-

ing to the extent that it has in Latin America, however, both because

of the significant differences in rural class relations and because of

the prevalence of progressive regimes in much of postcolonial Africa

(e.g., Mozambique, Tanzania, the Congo, and Angola). These regimes

are developing cooperative forms of agriculture, instituting land

reforms inhibiting the impact of transnational corporations and

commercialization, and mobilizing urban populations in state-run

industries and enterprises.

The Transformations in Latin American Class Relations

Throughout most of Latin America and the Caribbean, the effect

of competitive capitalist imperialism and the rising demand for the

products of the region that occurred during this period (both for

what had been luxury goods in the previous period such as sugar,

coffee, and industrial raw materials such as cotton) reinforced the

essentially precapitalist serf or serflike relations of production in

the ex-Spanish colonies, reinvigorated slavery in Brazil, Cuba, and the

South of the United States (before 1865), caused the slavery system

of the Caribbean islands to be replaced by a system of semislavery

often using indentured contract labor from Asia, and the develop-

ment of semiserf relations of sharecropping in the U.S. South (after

1865). However, over the course of the twentieth century Latin

American and Caribbean social relations were transformed in hne

with the general proletarianization tendency that occurred throug

out the world.*

*Discussion of more recent transformations in Latin American social struc

relies heavily on Ferrer 1967; Furtado 1965, 1970; Guerray Sanchez 1964; U

1947; Petras 1970; Stavenhagen 1975; Wolf 1969, chaps. 1 and 6; and Petras

Zeitlin 1968.
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fur

The primary sugar-producing regions of the Caribbean before the

teenth century were the British and French islands (and to a
nin6

r
extent the Danish and Dutch areas). With the exhaustion

le

fthe British-sugar producing lands (which meant a high cost of

duction) and the successful slave insurrection in Haiti, the primary
pr
°ar-producing regions moved to the Spanish areas, especially

r
g

ba. Before the nineteenth century Cuba was an underpopulated

hckwater of the Caribbean, economically organized into great

cattle
latifundia and small farms (which did not for the most part

lly on the slave mode of production).

After 1800 the Cuban economy was quickly brought into the

world capitalist market with the liberalization of trade, the free

import of slaves, and the declaration of all land as private property.

Beginning in the third quarter of the nineteenth century the steam

mill and the steam locomotive began revolutionizing the means

of sugar production. The rapidly increasing capital intensity and

technological advance of sugar production turned the plantations'

mills into large-scale sugar "centrales." The rising costs of the mills

and competition soon greatly reduced the number of sugar mills,

resulting in the domination of each sugar-producing area by a single

centrale that owned the railways as well as the only accessible mills

in an area. The mill owners came to dominate the small producers.

The formerly free small- and medium-sized landowners became

virtually vassals of the mills, bound by contracts and the lack of

alternatives, producing sugar at maximum profit for the mills. The

mills came to purchase the land of the increasingly destitute small

holders, hiring them back as wage laborers, as well as increasingly

employing slaves.

It is of interest to note that although first slave, and after eman-

cipation rural wage labor, replaced small and medium ownership in

the course of the nineteenth and early twentieth centuries in sugar

(which occupied most of the land), in tobacco the pattern of inten-

sive cultivation on small farms by free whites (as well as members of

other races) continued. Quality tobacco dictates extreme care and
skill in its cultivation, qualities which unfree labor does not lend

itself to. Slaves have little incentive to be careful. The extensively

cultivated sugar, which required brute strength in harvesting, was
m°re suited to slavery.

Rural proletarianization was greatly accelerated in the 1870s
wi th the abolition of slavery. A continuing flow of cheap labor was

Insured through the import of contract labor from other Caribbean

Elands (as well as China). In the labor system that developed the

^al workers were typically employed for only three to five months
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Huction in agriculture prevalent in the two countries and 1
consequently different state policies followed by their ruling cl^ <

Through the interwar period of the twentieth century mogt
*-

Spanish America remained semifeudal in its basic relations of prod \

tion Even the Mexican revolution did not mstitute a land reform ^ 1

break up the hacienda system until the 1930s. During the m .

twentieth century, however, the semifeudal relations of agricuit^

have been radically undermined (in somewhat different degrees
in

different countries) throughout Latin America Agriculture
has

become heavily commercialized with a growing share of production

for sale in the market. Payments in kind to the producers (in the

case of laborers) or to the landlords (in the case of sharecroppers)

have been reduced to minor importance, replaced by cash payments

(either money wages or cash rente). The traditional method of

production with a variety of coercions and customs keeping the

producers working has become less and less important. Corporations,

domestic and foreign, have come to own ever more agricul ural land,

displacing the subsistence peasants and the traditional hereditary

hacienderos^
^ ^ mid-twentieth century there has been a

**rowth of small- and medium-sized commercial farmers on the one

Ednd a^al Proletariat on the other." The growth of these £o

closes has been concentrated in the low^™>^™££
suited for commercial crops, while vestiges of semifeudd relations

as well as subsistence agriculture tend to be concentrated in the

less-productive highlands.
T at;n

The national bourgeoisie began growing in strength m W
America during the later years of the nineteenth

centuries. It became a major force in the last years of the

century in Chile under the Balmaceda government, which had

pursuing industrialization and antnmperialist policies but was

thrown in a civil war. Chile was then opened up to

British and then American) economic penetration and domm

The national bourgeoisie played a key role in^^J^0^
after 1910. They were especially strong m northern Mexi

, ^
they faced severe competition from foreign business H««\ m
their ability to enter heavy industry, their growth ^^J&fr
lack of demand due to the subsistence farming of the

system, they sought to: first, restrict British and American ml
^

rn Mexico (and were responsible for the nationalization of **e g

in the 1930s, with Mexico the first country after the USSK ^
the transnational petroleum companies); second, brea*
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mixed made a great difference in the effect of the European imp
act

The nature of the preexisting social formation must be understo
ri

in order to understand the social processes that followed.

The areas of tribal societies were most vulnerable to Europ
ean

conquest and settlement while at the same time resistant to havin

their people transformed into either free or unfree laborers becau
s

of their traditions of dignity and autonomy in labor. In such areas
colonization thus tended to mean extermination or expulsion of the
native peoples (e.g., the fate of the Indians in the United States)

State peasantries tended to become profitable for trading. Once
integrated into the world capitalist system the peasants in these

areas could relatively easily be transformed into proletarians because

the lower classes had already been fully conditioned to menial
labor. In the intermediate social types such as those of the Indians

of Peru and Mexico, much of the central African coast, and much of

central Asia, states had developed along with considerable social

inequality. This meant that a class of people was present that had

already been broken to a division of labor in which they were

assigned degrading and menial tasks performed under the direction

of others. Such intermediate societies tended to be radically trans-

formed into providing unfree labor (either serfs or slaves). This

process occurred in places, as in Mexico and Peru, or as a source

of export of laborers for other regions (such as happened in central

Africa).

The variations among tribal societies and state peasantries were

also important in determining the impact of European expansionism.

The organization of Chinese society, for example, was considerably

different from that of the Ottoman empire. The Ottoman form of

social organization, predominant in Persia and much of India as well,

did not have significant private property in land for either the

peasants or the dominant class. Land was generally the property

of the state and could not as a rule be sold, or otherwise alienated.

The village communities were very strong and were the centers of

peasant life. These communities typically allocated and reallocated

the land and saw that a good proportion of the land's product went

to the state in the form of a tax. The system in this area appears

to be the prototype of what Marx called the Asiatic mode of Pr0
'

duction. It should be noted that the centrality of water control as

the principal function and contribution to the society of the state

varies immensely within this region and cannot be used as the de-

fining criterion of this social form.

In China private property in land was the rule. Individual PeaS

ants held most of the land (not landlords or the state) and could buy
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11 or otherwise alienate it at will. The village communities were
of

86

weak and had little power over the individual peasants. The
Very

ts paid their taxes directly to state officials (who also doubled
pe8S

'vate landlords with their own tenants from whom they collected

aSp
t

r

\ Control of water in China generally played a more central

i in the state's activities than in most of the Ottoman Empire,

p rsia or India. China, at least in the 500 years or so before Euro-

an impact, appears, unlike the Ottoman-Arab-Persian-Indian region,
pe

have had property relations rather close to those characteristic

*f tenant and yeoman peasantry, and in fact to be a transitional

form between state peasantry and these latter social forms. Japan

eems to have had a transnational form of relations of production

intermediate between serfdom and state peasantry with many features

essentially identical to those of feudal Europe.

A good case can be made in defense of the claim that China

and Japan were tending to develop capitalism independently of

the European impact (with the probability of success dependent on

the disintegration of central imperial authority) while the Ottoman-

Arab-Persian-Indian region was caught in an "Oriental mode of

production" that blocked capitalist development. The existence of

strong internal forces stemming from the character of the peasantry

in Japan and China (but not in most of the rest of the Eastern

world) had a major impact on the special development of these two

countries, the first being the prime example of capitalist develop-

ment and the second of socialist revolution in Asia.

The more the conditions of at least a significant proportion of

the population approximated free laborers, the quicker and more

thorough the impact of Western commercial and capitalist forces.

Thus in China, where there were only minimal restraints on the

development of a true proletariat, European capitalist influence

was facilitated.

The more the land approximated a commodity that could be

bought and sold in the market, the easier was Western commercial

and capitalist penetration. Land as a commodity also greatly facil-

itated the development of internal differentiation among the local

Population. This was especially true among the peasantry, where
fche ability to buy, sell, and mortgage land produced a class polariza-

tion between poor and landless peasants on the one side and rich

Peasants (some of whom transformed themselves into a new landlord

class) on the other. The ability to purchase and rent new land

leads, on the one hand, to an accumulation of more and more wealth

0n the part of fewer and fewer peasants and landlords and, on the

°ther hand, generates sharecropping, cash renting, or rural wage
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labor among the displaced independent peasantry. Of course
process of internal differentiation within a peasantry is consider
accelerated by the demand of Western commercial enterprises

f

products of the land.
°r

The presence of a productive work force that is not bound
r and

|

ommerc
ors is r,

an insuperable obstacle to capitalist penetration. But polif'^i

law or tradition to refrain from selling its labor power and*ti?
existence of land as a commodity facilitate Western commer
and capitalist penetration. The absence of these factors

° lal

iS not

domination of territories without free labor or land as a commodit
however, has normally been the condition for their rapid economi'
penetration and the generation of capitalist relations of production

The more involved the indigenous state is in production, reg-
ulating the economy and isolating it from foreign economic forces'.

the greater the barriers to external economic penetration. Hence'
the greater the obstacles are to developing commercialization and
capitalist relationships. The more room in the pre-European economy
for private enterprises, moneylenders, and commercially oriented
landlords, and the fewer the restrictions on foreign trade and invest-

ment, the easier it is for foreign economic penetration to transform
the social structure without political conquest. A state owned or

heavily managed economy, which puts up barriers to foreign penetra-

tion (such as Japan from the late sixteenth century), greatly inhibits

capitalist or commercial transformation, unless and until it is ready

to promote domestic capitalist forces (or to allow foreign penetra-

tion).

The stronger a state, i.e., the greater its legitimacy in the eyes of

the people, the more dedicated is its cadre, the more centralized

is its administration, the greater is its capacity to mobilize its people

and domestic resources (especially its ability to tax and draft), and

the greater is its capacity to prevent domestic social transformations

induced by foreign commercial forces as well as political domination

and military conquest. The less the legitimacy of a regime, the more

corrupt and disunified is its cadre, the more decentralized and

fractionated is its administration, and the less are its abilities to

mobilize its population and domestic resources, thus the easier it #

for foreign interests to come to economically, politically, 311

militarily dominate a country, and hence, to transform its social

structure. It is unlikely that China would have been penetrated and

transformed by foreign economic interests after the 1830s had no

the Ch'ing dynasty been coming apart because of its own interna1

contradictions, thus greatly weakening the Chinese ability to effec-

tively resist foreign penetration. The relative power of a state, &
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s t be attributed to the logic of the social relations on which

ttffl
1'

mU
d (e g., serfdom, private peasantry, state peasantry) and to

jt
is

baS

tradictions in them (which produce secular trends or cycles
1

°degree of centralization),

in
tne Lpater the preexisting economic differentiation within a
T

,
formation (up to a point), the more likely the better-off

s°
will be transformed into compradors, i.e., a local dominant

claSSeS
nmolicit with the imperialists who come to profit by perform-

claSS

n intermediate role between the productive classes of their

M
trv and the foreign economic interests. A class of rich land-

c0Ul
l« merchants, or moneylenders have the resources to take

^ntige of colonial or neocolonial status by investing their wealth

. manner profitable to foreign interests. The greater the equality

1 1 society the less likely an indigenous comprador class is to develop.

However, if the preexisting ruling class based in control of the

UnH is far removed socially from the productive classes (i.e., has

crystallized into a virtual caste), it is likely that it has developed a

norm that considers engaging in commercial pursuits disgraceful.

When such is the case an aristocratic ruling class will not generally

transform itself into a commercial class, and its wealth will not be

transformed into commercial capital (at least not easily or in the

short run)^
^ ^ aHe md wiUing to transform its

wealth into capital means that a different group has to perform

the role of intermediary between the imperialists and the native

producers. Typically, such a role came to be performed by an

immigrant group, in Southeast Asia by Chinese, in Burma and bast

Africa by Indians, in much of West and North Africa by Lebanese or

Greeks, in Latin America by lower-class Spanish and Portuguese, in

Eastern Europe by Jews. The presence of an ethnically distinct

group as the compradors and ''middle class" typically becomes a

cause of considerable racial hostility directed against them.

SUMMARY

The types of colonial social structures developed in the non-

European world before the twentieth century as a result of the

European impact were a product of the interaction of the preexistent

toodes of production in the non-European countries with the mode

°f production in Europe at the time. Markets, far from having any

impact of their own in this process, merely served as transmission

belts of the logic of the European mode of production and as
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catalysts that promoted developments inherent in the loca m0d

of production. A careful examination of the logic of the for
68

and relations of production in the non-European countri^
reveals the great diversity of factors that entered into the form^
tions of peripheral social structures as well as the highly

diverse

results produced by integration into the European world econom
through the early years of the twentieth century. In Lat^
America the state peasants and tribal Indians were gradually trans,

formed into serfs. In the Caribbean former members of advanced
tribal societies in Africa were first transformed into slaves, and later

into rural wage laborers and subsistence farmers. In India state

peasants were transformed into private tenants. In Java state peas-

ants were transformed into providers of labor tribute. In Sumatra
tribal members became family farmers. In China yeoman peasants

were reduced to semiproletarian laborers and poor tenants, and in

sub-Saharan Africa members of advanced tribal societies and semiserfg

were transformed into semiproletarian migrant laborers.

Before the twentieth century the integration of the non-European

regions of the world did not produce similarities in the relations

of production of the colonial and semicolonial regions. Integration

into the European world economy produced very different results

in the different regions because of the differences in both the

colonizers' mode of production and the differences in the preexisting

modes of production in the countries that were to become the

periphery of the system.

The tendency for integration into the world market to produce

similar, rather than diverse, effects on the relations of production

in the peripheral countries did not occur until the twentieth century.

That is, not until the logic of monopoly capitalist production became

predominant in the European world system. It is the logic of this

form of imperialism, a form of imperialism based on the need of the

advanced countries to export capital (increasingly industrial capital)

and to import industrial raw materials, foodstuffs, and increasingly

light manufactured goods, that has resulted in the social structures

of the peripheral regions again being qualitatively transformed. This

twentieth-century transformation, unlike the earlier transformations,

is producing similar results throughout the world capitalist system-

The productive classes everywhere are being transformed, from semi'

serfs, sharecroppers, subsistence producers, family farmers, providers

of labor tribute, and cash renters, into wage workers. Obviously

this outcome is a product of the logic of the mode of production

in the advanced monopoly capitalist countries and not of either

the logic of the mode of production in the periphery or of any
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raction between them (as had been the case for previous trans-

lation8 )- The power of monopoly capitalism to transform the
l°r

Y\d in its own image overpowers all resistance, spreading capital-

r relations into every corner of the globe. In the last half of the
la

. ntieth century the only real alternative to the universal capital

-

nV

ge labor relationship in the less-developed world is socialist

^Information of the type undergone by China, North Korea,

Vietnam, and Cuba. The possibilities of such a transformation

ccurring are greatly facilitated by the creation of its traditional

social basis, a proletariat, by the very logic of monopoly capitalist

imperialism.
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CLASS RELATIONS
THE LESS-DEVELOPED

COUNTRIES TODAY

During the most recent or late stage of monopoly capitalist

imperialism, the tendency inherent in the previous stage to create in

the less-developed world a class structure similar to that prevailing

in the advanced capitalist countries has blossomed. The remaining

precapitalist forms of tribal patriarchal and semifeudal relations of

production are, in most countries, rapidly being undermined and

eradicated, if not by the ever more pervasive logic of capital, then by

revolutionary regimes that have elected to replace these traditional

relations of production with socialist or petty-bourgeois relations^

The class structures of those societies that have not opted out of

the imperialist system are rapidly being homogenized by the logic

of profit maximization and capital accumulation promoted by

both the transnational corporations and the local bourgeoisie. Above

all, the export of industrial capital and technology by the trans-

national corporations is resulting in the rapid growth of an industn

proletariat. It is also producing a substantial, largely marginal, se

employed petty bourgeoisie and a significant bourgeoisie.

Different modes of production and consequently different for

of class relations continue to be articulated in the less-develop

capitalist countries. However, the logic of capital is increasing*

predominant. Capitalist relations are not only growing quantitativeJ>

but they are responsible for the reproduction of Petty"bour^an
relations of production in certain types of agriculture and in ur

petty-bourgeois production and trade, as well as for the remain^

pockets of semifeudal relations of production. Whether or
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. tjVely capitalist relations of wage labor or small family farming

di
stinC

ners or tenants) are dominant in a given export crop in a

*
by °

rural region is a product of their relative profitability for

^tal The disproportionate role of independent petty-bourgeois

Hucers and traders in the less-developed countries is a product of

Pr(T
this factor and the mismatched introduction of modern means

b°
Eduction in agriculture and industry (a phenomenon which is

fproduct
of the logic of international capital).

THE CLASS STRUCTURE OF THE LESS-DEVELOPED COUNTRIES

Table 12.1 displays the basic class and subclass structure of those

less- developed countries for which full information was reported in

the 1979 edition of the International Labor Organization's Yearbook

of labor Statistics as well as for the three leading advanced capitalist

countries. Comparing the averages of the ten with the averages of

the three indicates the fundamental differences between the class

structures of the less-developed countries of South and East Asia

and Latin America and the developed capitalist societies in the late

1970s. Because adequate data were not available for the Arab and

sub-Saharan African countries any inferences from the tendencies

seen in this table must be drawn with extreme caution.

In the less- developed countries 49 percent of the economically

active are wage and salary earners as compared to 83 percent in the

developed capitalist countries. Sixty-seven percent of the nonagricul-

tural population were wage and salary earners in the less-developed

countries as compared to 88 percent in the developed. The per-

centage of the nonagricultural population that were wage and salary

earners in the less- developed countries ranged from 40 percent m
Pakistan and 57 percent in Thailand to 75 percent in Venezuela and

71 percent in Chile and Mexico. The percentage of the entire eco-

nomically active population who were wage and salary earners ranged

from 23 percent in Pakistan and 25 percent in Thailand to 69 percent

in Chile and 68 percent in Venezuela. The ratio of wage earners in

agriculture to the self-employed plus family workers m this sector

was .32 in the less-developed countries and .17 in the developed. In

^e less- developed countries this ratio varied from .09 in Thailand

a"d Pakistan to 1.59 in Chile and 1.20 in El Salvador (see Table

12.1). In summary, capitalist relations of production now pre-

dominate in the less- developed countries. Capitalist relations are

specially strong in Chile, Mexico, Venezuela, and El Salvador, where

the percentage of the economically active population who were wage
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and salary earners approaches that of Japan, but are relatively
y,

in Pakistan and Thailand. ea*

In the ten less- developed capitalist countries for which
th

are data, productive workers (in manufacturing, transportation

struction, mining, and so forth) were 19 percent of the economio'i!
1'

active population as compared to 32 percent in the advanced co
^

tries. Among the less-developed countries the range was from in
percent for Pakistan and 11 percent for Thailand to 25 percent f

Iran and Venezuela and 30 percent for Chile. The average for th'

latter three countries is over 80 percent of the average of the three
leading industrial countries. As a percentage of the economically

active population there are 60 percent as many production workers
in the less- developed capitalist countries as in the developed. The
industrial working class is of considerable size in the less- developed

countries. Wage workers in the productive sector actually make up
a higher percentage of total nonagricultural wage and salary workers

in the less- developed countries (49 percent) than in the developed

(39 percent). In both the developed and the less-developed countries

wage workers in the productive sector represent about one-third of

the economically active nonagricultural population.

The ratio of service employees to production workers is .36 in

the less- developed countries and .30 in the developed countries. It

should be noted however that there is no difference between the

developed and the less-developed capitalist countries in the ratios

of the total of clerical, sales, and service employed and self-employed

to production workers. The relatively greater number of employed

service workers in the less-developed countries is counterbalanced

by the smaller number of clerical and sales workers. Thus overall

there are not relatively more nonproduction workers (compared

to production workers) in the less-developed countries, even though

manual service work is relatively more important. This latter fact

reflects the more rapid release of peasants from agriculture than

productive employment absorbs them in the cities. (See Chapter 1

for analyses of this phenomenon.)
The less-developed and the developed countries differ radical y

in the proportion of self-employed in their populations. Overall the

less-developed countries have over three times as much of their

economically active labor force in this category, and more signi

cantly, in the cities 2.6 times as many. The less-developed countries

have two times as many self-employed sales and service workers <m

2.1 times as many self-employed production workers (but only •
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self-employed
professionals) as do the developed capitalist

15

rjes .
The urban areas of the less-developed countries have very

C°UI1 concentrations of small marginal independent shopkeepers,
l3rge

ns,
housecleaners, and washerwomen, many of whom could justi-

fy b'e called "lumpen petty bourgeois" because of the extremely

11 scale,
low income, and very low productivity of their operations.

sector is so large in good part because of the structural block-

ler 10 for analyses of this phenomenon.)
to

o- C» i

productive employment that result from imperialism. (See

The two categories that are the smallest in relation to the devel-

ped capitalist countries are employed managers, administrators, and

professionals and clerical and sales employees, whose ratios to the

comparable sectors in the advanced countries are .35 and .31 respec-

tively. The first category averages 6 percent for the less- developed

countries and 16 percent for the developed, while the second averages

8 percent and 24 percent respectively. The ratio of clerical and sales

employees to production employees in the less- developed countries

was .49 as compared to .75 in the advanced capitalist countries.

These statistics indicate the lack of development of administration,

office work, and the organized sales effort in the less-developed

countries and, consequently, the much smaller significance of both a

"professional-managerial" stratum and a white-collar proletariat in

these countries.

In summary, the greatest contrasts between the class structure

in the developed and the less-developed countries lies in the much
greater importance of the self-employed in the less-developed coun-

tries and the much greater importance of white-collar employees

(clerical, sales, managers, and professionals) in the developed coun-

tries. Wage labor in the production sector is just as important in

the urban sector in both parts of the world system, a wage labor is

also at least as important in the rural sector of the developed capitalist

countries.

AGRICULTURAL CLASS RELATIONS
THE LESS-DEVELOPED COUNTRIES

A central issue in the post-1917 Marxist tradition has been the

question of the extent to which various less-developed countries can
best be categorized as feudal, semifeudal, or capitalist. The essence
of this debate reduces to first, what is the nature of the relations of
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TABLE 12.1: Class Structure of the Less-Developed Countries

Bolivia Chile Mexico Ven^TT
1976 1970 1977 197?

'a

Self-employed managers

and administrators .3% 1.6% 1.2% 3
10/o

Employed managers,

administrators, professionals 5.5 6.1 5.9 12.1

Self-employed professionals .8 .7 1.5 .9

Clerical and sales employees 4.8 12.6 10.0 12.8

Self-employed

sales and service

and unpaid family workers 6.6 6.3 8.6 8.3

Employed service workers 8.0 5.5 9.7 12.1

Employed agricultural 6.1 14.6 19.5 6.6

Self-employed agricultural

plus unpaid family 42.3 9.2 19.8 11.0

Employed production workers 15.2 29.9 17.3

Self-employed production

workers plus unpaid family 10.5 6.9 5.2 8.4

Total 1,501.2 2,695.6 18,042.7 4,055.8

Self-employed 50.8% 21.9% 31.1%

Employed 39.7 69.4 62.3 68-3

Unpaid family 9.5 2.4 6.6 4 3
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S Korea Pakistan Philippines Thailand El Salvador Average of

^ 1978 1978 1976 1976 1978 Ten LDCs"

1.0% .3% .3% .3% .0% .8

6.0 3.1

.5 -6

2.6

.7

5.9

.3

3.2

2

4.6

.5

5.5

.7

64 9 9 3.5 58 2.4 7.6 7.6

6.1 13.5 11.1 9.1 10.2 12.5 9.2

4.2 4.2 2.5 7.8 2.4 8.8 6.5

7.6 5.2 4.3 8.1 5,3 22.3 10.0

26.3 33.2 50 4 44.3 57.2 18.6 31.2

25.0 24.3 ).6 13.8 11.3 18.4 18.S

12.6 5.0 14.8 4.4 7.5 6.8 8.2

^32_5 13,932 22,308 16,244 13,945.5 1.430.4

34.6% 33.0% 49.8% 35.8% 45.6% 28.4% 35.6%

54.1 46.6 22.5 41.6 24.5 61.6 49.1

H-3 20.4 27.8 22.6 29.9 10.0 14.5
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TABLE 12.1: continued

U.S. Japan W. Germany A\1 ^erape n#
1978 1978 1978 Three Dcq

s
-

Self-employed managers

and administrators 1.9 .0

Employed managers,

administrators, professionals 22.7 9.8 14.9 15.8

Self-employed professionals 1.2 1.2 1.3 1.2

Clerical and sales employees 22.9 23.9 25.9 24.2

Self-employed

sales and service

and unpaid family workers 1.6 3.5 4.6

Employed service workers 12.8 6.1 10.2 9.7

Employed agricultural 1.1 .7 1.1 1.0

Self-employed agricultural

plus unpaid family 1.9 10.8 4.9 5.9

Employed production workers 31.3 29.8 35.3 32.1

Self-employed production

workers plus unpaid family 2.1 7.7 1.9
3.9

Total 102,537 55,320 26,952

Self-employed

Employed

Unpaid family

8.2% 17.8%

91.0 70.3

.8 11.8

8.8%

87.2

4.0

11.6%

82.8

5.5

a
Less-developed countres.
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tion in the countryside, and second, to what extent do the

Pr f these rural class relations dominate the entire society. In

l0giC
debates at least since the 1930s, "feudal" has generally meant

t^ese

he ruraj producers are essentially tied to the land by legal or^
forms of extramarket compulsions by the landowning class

° thf exploits their labor. Typically the dominant class requires

*i pr a certain portion of the peasant's produce or a set amount of

u feasant's labor. Such peasants are neither free to leave the land

can they easily be expelled from it. Capitalist agricultural

""Lions on the other hand, involve the exploitation of a rural

re

,nletariat free to seek employment wherever it likes as well as free

f he fired when the rural capitalists see fit. Semifeudal agricultural

Itions are intermediate between capitalist and feudal relations

T^ese involve elements of extramarket compulsion and a degree of

Lhts in the land for the peasants. In semifeudal relations peasants

"e typically able, although with difficulty, to leave the land, and

Lv are able, with somewhat less difficulty, to be expelled from it.

Tvpically semifeudal mechanisms of extramarket compulsions have

included debt peonage, traditional refusal of one landlord to take

on the ex-peasants of another combined with a lack of alternatives

to peasantry, and sharecropping in a system where the producing

class has few legal rights and is subject to one-sided justice (e.g.,

blacks in the U.S. South after the Civil War). Agricultural relations

can also be of a petty-bourgeois character, where the primary pro-

ducing class either owns their own holdings or pays a fixed cash rent

for their land, has equal legal rights with the larger landowners, and

perhaps even employs a few laborers, especially at the harvest.

While in most of the less-developed countries the majority ot

the population is still involved in agricultural production, agriculture

is everywhere rapidly declining as the predominant economic sector.

In 1970 approximately 65 percent of the entire economically active

Population of the less-developed countries was in agriculture. In

1978 it was 60 percent. If present trends continue, and there is

every evidence that they will, before the turn of the century most

People in the less- developed countries will no longer be employed

in agriculture (Food and Agriculture Organization 1978, Table 3).

Although in 1976 a majority of the economically active popula-

tion of most less- developed capitalist countries was still emPlo^
d

in agriculture, an average of only 30 percent of the GDPs of all the

leSS-developed countries was generated in this sector. This compares

to 36 percent in 1960 (World Bank 1978, Table 3). These latter

figures are more important than the figures on the proportion oi

People involved in agricultural production in understanding the jaas

of the wealth of the dominant groups. The fact that over two-thirds
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of the less- developed countries' wealth in the late 1970s was
getl

erated in industry and the services, even while 60 percent of ^
people were still employed in agriculture, strongly indicates

th*
centrality of capitalist relations of production and the relative

marginality of agricultural relations.

The dynamic and key economic sectors in the less-developed

countries are no longer, for the most part, in agriculture. Generally
these sectors now lie in manufacturing or in mineral production (e g
petroleum, bauxite, copper), both of which employ wage labor'

Further, the base of political power in most such countries no longer
resides in the landed classes but rather with the urban rich, whose
fortunes come mostly from minerals and manufacturing, or from
commerce and finance based on manufacturing or minerals.

The decline of agriculture has proceeded more rapidly in some
regions of the less-developed world than in others. In Latin America
in 1978 35 percent of the economically active population was
employed in agriculture in contrast to 71 percent in Africa. In

Southwest Asia the figure stood at 56 percent and in South and
Southeast Asia at 64 percent. Latin America today lies midway
between the developed capitalist economies (9 percent) and the

average of the other three less- developed regions (Food and Agricul-

ture Organization 1978, Table 3).

The share of agriculture in the GDPs of the various less- developed

regions varies, but not as much as the proportion of their population

in agriculture. An average of 20 percent of the Latin American

countries' GDPs in 1976 originated in this sector, in contrast to 36

percent of that of the African countries. In South and Southeast
Asia the figure was 33 percent and in the Middle East 21 percent

(World Bank 1978, Table 3). On this measure both Latin America

and the Middle East lie midway between the advanced countries (in

which only about 6 percent of their GDPs come from agriculture)

on the one side and Africa and South and Southeast Asia on the

other.

It would appear that regardless of the nature of rural class

relations in Latin America, for the most part, this region can not

be considered to be feudal or semifeudal since two-thirds of its

economically active population and 80 percent of its national incorae

are in the nonagricultural sector. Given the clear predominance of

capitalist relationships in the cities, the dynamic role of the capitalist

manufacturing and mineral industries, and the centrality of capital

processes of exploitation to the wealth of the politically dominan

groups, Latin America is clearly in essence capitalist.
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It would seem that the Middle East as a whole, also regardless of

predominant relations of production in rural areas, should

^bably also be categorized as essentially capitalist since almost
pr<

lf of the economically active population works outside of agricul-

and almost 80 percent of the national income is generated in the

^agricultural sector. Wealth generated in manufacturing and

Specially petroleum export (both of which are organized by capitalist

lations of production) is clearly the predominant source of the

^onomic position of the dominant groups in these societies.
6

The nature of the dominant form of relations of production in

Africa and South and Southeast Asia, however, would not appear

to be resolvable without actually looking at the nature of agricultural

relationships in these regions. Although in both regions only about

one-third of the national income is generated in agriculture, approxi-

mately two -thirds of the economically active population is located

there.

Table 12.2 presents some basic statistics on agricultural class

relations in the less- developed countries. Generally figures on

concentration of landholdings are difficult to interpret since high

concentration ratios could reflect either highly developed capitalist

relations (many workers on very large capitalist farms), semifeudal

relationships (peasants held on large estates by debt peonage, infor-

mal compulsions, lack of opportunities, and so forth), or feudal

relationships with labor services being provided in return for use of

a plot for subsistence. Low concentration ratios, on the other hand,

could reflect either semifeudal relationships of sharecropping or

petty-bourgeois production by independent landowners. Little can

then be actually inferred from mere concentration ratios unless they

are supplemented with information about the proportion of wage

laborers in agriculture and the ratio of owners to total holders

(including renters).

Land is highly concentrated in most of Latin America. In Brazil

!-9 percent hold 53.9 percent of the land in units of more than 500

hectares (ha). In Bolivia .8 percent hold 65.0 percent of the land in

units of over 1,000 ha. In Mexico 1.9 percent hold 68.9 percent (of

Private property) in units of over 500 ha; in Venezuela 3.1 percent

hold 76.5 percent in units of over 500 ha; in Argentina 10.5 percent

°f holders own 82.3 percent in units of over 500 ha; in Colombia .6

Percent hold 40.9 percent in units of over 500 ha; in Guatemala .5

Percent hold 42.4 percent in units of over 350 ha; and in Peru .1

Percent hold 42.0 percent in units of 1,000 ha or more. In most of

Latin America land is much more concentrated than in the rest of
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the less-developed world. Of all the less-developed countrie
which there are data, only Zaire comes close to the ratios typjc .

,

the major Latin American countries. In Zaire less than .1 per>
of

own 33.6 percent of the land in units of over 500 ha. It should^
noted that the concentration measures for Latin America are m
similar to those of the United States than to those of other

1°**

developed regions. In the United States in 1974, 5.5 percent hTn
54.4 percent of the land in units of 405 ha or more.

For the eight Latin American countries for which data could b
secured, the ratio of rural wage laborers to landholders averaged
about .80. This ratio ranged from 2.0 in Chile and 1.1 in Argentina
to .18 in Bolivia and .36 in Guatemala. The ratio of landowners to
total landholders for Brazil was .60 around 1960, .62 in Colombia
and .95 in Mexico. The Latin American average was about .67. Over
40 percent of the economically active rural population are wage
laborers and almost 40 percent small landowners. The number of
sharecroppers and other renters is about 20 percent of the total

economically agricultural active population. It would appear that

the large landholdings in Latin America are mostly worked by wage
labor and that sharecropping and other related forms of semifeudal
agricultural relations generally play a secondary role.

However, semifeudal remnants may well still play an important
role in some regions, especially where there are large concentrations
of Indians who work in the sharecropping system or who otherwise

labor under informal constraints of a semifeudal kind. There is

evidence that semifeudal relations continue to play a role in the

Brazilian northeast (see Chapter 11). But even here rural wage labor

is becoming predominant. In any event, although the northeast is

a densely populated region, in 1976 only 8 percent of Brazil's GDP
originated in agriculture. The evidence overall clearly points to

Latin American rural class relations as being essentially capitalist.

In contrast to most of Latin America the average size of holdings

in South and Southeast Asia is very small, an average of roughly

2 hectares for the countries for which data are available. In all of

these countries for which data are available small family holdings

contain at least 75 percent of the agricultural land. The ratio of

wage laborers to landholders is generally much lower than in Latin

America. It ranges from .49 for Bangladesh and 2.22 for the

Philippines to .14 for Pakistan and .05 for Indonesia. The average

for this region, excluding the Philippines, is approximately .25. The

ratio of landowners to holders varies from .92 in India and Taiwan

to .42 in Pakistan. The average for the region is approximately

Because the ratio of rural wage workers to holders is so small (less
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0ne-third
the size of Latin America's ratio), the ratio of land-

than
s to holders is so high, and the proportion of total land in small

^v
'n°r

s0 jarge (the average size of holdings is only about 3 percent of
UIlltS

average
for Latin America), it is clear that capitalist agriculture

f pjnot dominate in this region.

The evidence indicates that semifeudal relations are not dominant

st countries of this region. Thorough land reforms have broken
10

big estates and established family-owned farms in India, South

Korea, and Taiwan. Pakistan also experienced a significant land

form, with large estates redistributed to families. In Java the

traditional agricultural form has been very small family-owned units.

In the Philippines a large landowning class was fostered during Spanish

rule and pretty much kept intact during the period of U.S. colonial

domination. However, since formal independence there has been a

degree of land reform in high-tenancy regions, together with a switch

to wage labor, especially in sugar. It would appear that semifeudal

relations have been largely undermined although significant vestiges

remain. In general, South and Southeast Asian agriculture can not

today be categorized as semifeudal. The most reasonable categoriza-

tion of agricultural relations in this region is petty bourgeois, with

most producers either small landholders or cash tenants.

The average size of landholdings in the Middle East is around

7 ha. In some countries, e.g., Egypt, Morocco, and Iran, two-thirds

or more of the land is held in family-size units. Only in Turkey,

Saudi Arabia, and Tunisia is more than 15 percent of the land held

in large units (100 ha or more). In Iran, the ratio of rural wage

workers to landholders was 38 percent, indicating that wage labor-

ers represented a little over one-quarter of rural producers. Iran

experienced a significant land reform in the 1960s in which many
krge estates were broken up and redistributed to families, creating

a rather large class of small landowners. It has been estimated that

in 1966 over 50 percent of rural families were owners. It would
aPpear that about one-quarter of the rural population were share-

croppers or other renters who might be considered to be involved in

semifeudal relationships. Egypt experienced a thoroughgoing land
reform during the Nasser years. As a result, small family landowning

tecame the prevalent form in this country. In Jordan the average

size of landholdings is 7 ha; 67 percent of all holdings (73 percent of

tne land) is in family-owned farms and less than 3 percent of rural

holders are sharecroppers (Food and Agriculture Organization 1970).
In general, it would seem that petty-bourgeois relations of pro-

duction prevail in the rural areas of the Middle East as well as in

th and Southeast Asia.
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In sub-Saharan Africa strong remnants of patriarchal and
tribal

relations of production continue to exist in agriculture, with large

portions of the land held by customary rights m small family.
size

units In Zaire, the largest African country, and in Nigeria, the most
I

populous, over 99.9 percent of landholdings are in family-size units

mostly held rent free under traditional rights or owned outright.

In Zaire over 90 percent of holders are in these latter categories.

In Zaire about 16 percent of the rural population are rural wage

laborers. Permanent rural wage laborers are largely concentrated

in the very large capitalist agricultural enterprises that hold about

one-third of the land area of the country (Food and Agriculture

Organization 1970). In general, however, African agriculture would

have to be described as a combination of petty-bourgeois and pre-

feudal patriarchal/tribal relations (see Brutents 1977, pp. 42-43).

In summary, in Latin America capitalist relations of production

are clearly dominant. Two-thirds of all the economically active

population and 80 percent of the national income is located outside

the agricultural sector. In Africa, rural class relations still play a

central role in defining the overall class structure. Here 70 percent

of the economically active population and 36 percent of the national

income come from this sector. However, neither capitalist nor

semifeudal relationships are predominant in the countryside. Small

family holdings in good part held under customary rights generally

prevail. Patriarchal /tribal relations of production continue to play

a major role in the African class structures, although capitalist

relations, especially in areas such as Zimbabwe, Kenya, Zaire, ana

Zambia have made major inroads.

In the Middle East and in South and Southeast Asia, petty-

bourgeois agricultural relations appear to be the norm. Small farm y

owning and cash tenancy without significant use of semlfe
^

mechanisms such as sharecropping (with some exceptions such

parts of the Philippines) generally prevail. The Predormn*nc* -i

petty-bourgeois productive relations in the countryside together w

the dominance of capitalist relations in the cities indicates that

source of wealth and power of the dominant groups in these co

tries is industry, trade, and finance. It is thus clear that, tor

most part, the countries of the Middle East and Asia are essentia^

capitalist in their relations of production. (See Chapter 11 to

historical analysis of how the rural social structure of Asia

Latin America came to be so different.) d

In general, in the later years of the twentieth century feudal ^
semifeudal relations of production play quite a minor role in

social structures of the less-developed countries. This, how
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niy recently come to be the case. In most colonial and semi-

haS
°al areas in the pre-1960 period such relationships had been

c°lon,Ld or developed by the colonial powers in order to secure
pr6S

f allies and better exploit the population. Such was the case

ountries like the Philippines, India, and Pakistan as well as

i0 C

uehout the Islamic Middle East (where traditionally land was

Ld by the state and largely distributed on the basis of use) and

imost all of Latin America through the early part of the twen-

* t century. Significant land reforms combined with the thorough

Oration of commercial relations have fairly rapidly transformed

C rural social structure of the less-developed countries in the post-

ed War II period. Two of the last vestiges of predominantly

feudal relations of production, Ethiopa and Afghanistan, collapsed in

he last part of the 1970s, while the patriarchal/feudal relations of

Saudi Arabia and the various Gulf sultanates are in the early 1980s

^Whu^semifeudal relations, e.g., sharecropping where the pro-

ducers do not have full legal rights and various forms of informal

coercion and noncash payments are used, remain in parts of Asia

and Latin America, these would appear to be diminishing vestiges of

formerly dominant forms. The Communist International s analysis

of the class structures of the less- developed countries as for the most

part feudal and semifeudal was largely valid at the time it was made

(the 1920s and 1930s). But it is clear that rapid transformation in

both the role of the countryside and in the nature of rural relation-

ships have made this analysis quite outdated in the 1980s (see

Szentes 1971, p. 282).

There is a tendency for land to become concentrated again, now

in the form of capitalist enterprises employing wage laborers. In

many areas such as India and Pakistan after their land reforms a

new rural bourgeoisie emerged out of the peasantry. Most of the

initial recipients of land reform gradually go bankrupt. They sell out

or have their land foreclosed by creditors, as an agrarian bourgeoisie

develops out of the rich peasantry (see Szentes 1971, p. 279).

The logic of the capitalist mode of production, whether directly

Present in rural capitalist enterprises or indirectly guiding petty-

bourgeois agriculture from the commercial and financial urban

centers, is now predominant in the rural areas of the less-developed

countries. Throughout Asia, Africa, and Latin America most of the

health is now created outside of agriculture in urban capitalist

relationships. With the exceptions of the Socialist countries (e.g.,

Cuba, China, Mongolia, Vietnam, North Korea, Kampuchea, and

L*os) and the essentially petty-bourgeois societies that are neither
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socialist nor capitalist (e.g., Algeria, Tanzania, Syria, Iraq.
Bllrm

both Yemens, Ethiopia, Guinea, Congo (Brazzaville), Mozambiq/'

Angola, Libya, and so forth), the remainder of Asia, Africa, ^
Latin America is for the most part essentially capitalist.

As a consequence of the penetration of capitalist relationships

the rural social structures of these countries become more like those

in the urban areas. Distinctive landed aristocracies and traditional

peasantries are everywhere disappearing. Traditional landlords
are

either expropriated or are transformed into rural capitalists. Tradi-

tional peasants working under either semifeudal or subsistence

conditions are either forced off the land and into the cities to make
way for modern capitalist enterprises or are transformed into rural

wage laborers. fl

THE BOURGEOISIE

Another principal point of contention among Marxists in the

less- developed countries is the question of the nature of the urban

commercial classes. Some argue that no true national bourgeoisie of

economic or social consequence now exists in most less- developed

countries because all significant segments are linked to, and profit

from, the operations of the transnational corporations based in the

developed countries (see, for example, Frank 1967; Petras 1970;

Alavi 1973; Pantan'kar and Omvedt 1980). Others argue that a

strong national bourgeoisie with major contradictions with the

transnational corporations that undermine the former's profit-

making possibilities exists in most countries (Szentes 1971; Brutents

1977). It is argued in this section that although genuine national

and comprador bourgeoisies exist in most less-developed countries,

these dichotomous concepts are no longer adequate to describe t e

nature of the bourgeoisie in most less-developed countries during

the late stage of monopoly capitalist imperialism. A careful exam-

ination of the evidence seems to point to a group something 1

what Nicos Poulantzas (1974) has described as an "internal bour-

geoisie" now predominating in the less-developed countries.

*It is of interest to note that at least some Soviet theorists have d,
've ' (

£
€d

similar notion that they do apply to the less-developed countries. For examp

The small but influential industrial bourgeoisie occupies a PoS1^
n

fo

"

between the comprador and the national industrial bourgeoisie. In In<
J

ia
'

.

example, it co-operated closely with the British bourgeoisie in joint t

£
panies, even though it is highly independent in economic and notably

political respects (Varga 1968, p. 90).
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ugh Poulantzas meant this concept to apply only to the secon-
^ advanced capitalist countries such as France, with rather minor

^'fication his definition would seem to apply to the less-developed
0fl°

talist
countries as well:

This
bourgeoisie, which exists alongside sectors that are genuinely

mprador, no longer possesses the structural characteristics of a

°ational bourgeoisie, though the extent of this of course differs from

one imperialist formation to another. As a result of the reproduction

0f American capital actually within these formations, it is, firstly,

implicated by multiple ties of dependence in the international division

of labour and in the international concentration of capital under the

domination of American capital, and this can go so far as to take the

form of a transfer of part of the surplus-value it produces to the latter.

On the other hand, however, it is not a mere comprador bourgeoisie

.... the internal bourgeoisie maintains its own economic foundation

and base of capital accumulation both within its own social formation,

and abroad. Even at the political and ideological level it continues to

exhibit its own specific features. . . . Significant contradictions thus

exist between the internal bourgeoisie and American capital. Even if

these cannot lead it to adopt positions of effective autonomy or inde-

pendence towards this capital, they still have their effects on the state

apparatuses of these formations in their relations with the American

state (Poulantzas 1974, pp. 72-73).

An internal bourgeoisie that both collaborates and manifests

contradictions with the transnational corporations seems to be the

dominant section of the bourgeoisie in most less- developed capitalist

countries. Further, the evidence suggests that over time in the

Postindependence period (or since the mid-1960s in Latin America),

the nationalistic aspect of the internal bourgeoisie is becoming
stronger in relation to the comprador aspect. The true national

bourgeoisie, although subordinant in most less-developed capitalist

countries, remains a significant force. A force, further, that has the

Potential of becoming, at least in some cases, the predominant sector
of the bourgeoisie.

In many countries the local bourgeoisie (industrialists in parti-

cular, Dut algo gggj^gntg Qf the agricultural, commercial, and financial

.

Ourgeoisie) played an important role in the movement for formal

dependence, or, in the case of Latin America, for economic devel-

opment during the 1930s and 1940s. In the 1960s and 1970s, the
asi

<-' strategy of the mainstream of local wealth has been to integrate
tseif With the transnational corporations. This process has been
called "internalization" (Poulantzas 1974, chaps. 1 and 2). This

Elaboration has brought considerable profit, especially through
Participation in joint enterprises with foreign capital but also as

UDPliers and distributors.
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Imperialism has served as a political buttress to the rule 0f
thfi

local bourgeoisie since cooperation with transnational capital brings

with it the economic, political, and, if necessary, perhaps even the

military support of the major imperialist states. Attempts to exPei

or unduly restrict foreign capital carry with it the danger of popm^
antiimperialist mobilizations, necessary for the successful implemen-

tation of such policies, sweeping away the local bourgeoisie as well

as the transnational corporations.

The opportunities for increasing their profits for reasons of

narrow self-interest as well as considerations of accelerating indus-

trialization so as to be in control of a stronger economy both dictate

collaboration with the transnational corporations. Economic inte-

gration with transnational corporations, either in the form of joint

enterprises or as suppliers/distributors, carries with it both the

possibilities of high profit and economic growth and economic

subordination and the loss of ownership of many profitable invest-

ment opportunities.

The propensity for local capitalists to integrate themselves with

foreign capital is often facilitated by the economic history and social

networks of the industrial bourgeoisie. It is not unusual for the

wealthiest industrialists in the less-developed countries to either

themselves be major landlords or to be from families with consider-

able landed or commercial wealth (see Petras 1970, pp. 24-25). A

study done in Chile showed that approximately one-half of that

country's largest businessmen are either themselves large landowners

or are related to owners of large farms (Zeitlin, Neuman, and Ratchff

1976). It should be noted, however, that similar things were true

of the developing industrial bourgeoisie in Germany and Japan, n

not in most contemporary advanced countries (Moore 1966, chaps,

and 8). Such historical ties did not prevent the industrial bourgeoisie

in these latter countries from pursuing strongly nationalistic deve -

opment policies. Further, it can reasonably be expected that tn

traditional social ties with the older landlord class and the truy

comprador sector of the bourgeoisie weaken over time as the bas

for the bourgeoisie as a class increasingly becomes industry rat

than commerce or agriculture.

The capitalist class in the less-developed countries, as elsewn ^»

is governed by the logic of capital accumulation that dictates pro^

maximization in the case of individual capitalists as well as s

policies in the interest of collective profit maximizing for the

as a whole. It is these factors that drive the local wealthy

voluntary alliances with transnational capital. Participants m J

g

enterprises as well as those who service the transnational corpora
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interested in local accumulation. In fact, their integration
re0ialI

the transnational corporations is driven essentially by the

ded profit opportunities encumbent on getting the advanced
eXpan

trial technology of the transnational corporations in operation

ind

lheir
countries. Such technology is especially important for the

'n
oening" of the industrialization process beyond simple import

tatitution, which has become the principal aspect of the rapid

Vth of the manufacturing sector in many less- developed countries.

^To ensure their share of the profits from collaboration, the local

urgeoisie must have an asset that the transnational corporations

ed or else the transnational corporations would see no advantage

^collaboration. The primary such asset is nationalism. The access

nf the internal bourgeoisie to the state is guaranteed by the operation

of the state's legitimation function (see O'Donnell 1977, 1978; Evans

1979a). Total foreign ownership of enterprises and the gradual loss

of locally owned business to foreigners is uncomfortable both for the

local privileged groups and for the general population. Integration

of local and foreign capital is the best guarantee against arousing

nationalist hostility as well as smoothing relations with local govern-

ments. Peter Evans makes this argument in a well-documented book

on Brazil, relating an occurrence with a manager of a U.S. trans-

national corporation operating in Brazil in which the manager

claimed:

"We don't like joint ventures. We are used to running our own show

and we don't need the money or the skills. But they (the Brazilians)

have a point. It is better to share a project with national capital and let

the state harmonize than to have it taken away." The experience of

Anaconda and Kennecott in Chile was this manager's model for the

disadvantages of attempting to retain exclusive control. "If Kennecott

and Anaconda had had local partners then maybe they would still be

there," he said, and then added, "We lost one in Chile too" (Evans

1979a, pp. 202-3).

The predominance of the internal bourgeoisie in most of the

less- developed capitalist countries should not obscure the role of the

national bourgeoisie. In some countries such as India this class

aPpears to be predominant. In others, it represents a major and

^riving section of the bourgeoisie. The national bourgeoisie in the

less- developed countries tends to thrive in two situations: first, where

J^ey have a comparative advantage over the transnational corpora-

ls such as in labor-intensive industries and agriculture, construc-

tio«, and commerce, which do not require much high technology;
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and second, where their major asset, the appeal to nationalise u

the most cogent ring, e.g., natural resources, transportation, p^v*
utilities, and production of arms. Even the most brutal of \e

10

developed states can not afford to ignore the legitimation functi
SS

All must, in varying degrees, make nationalist arguments designi
to secure the willing acceptance of their rule. The reservation

0f
certain sectors of the economy to national citizens or guarantees

for
local participation not only increase the profits accruing to the l0ca]

bourgeoisie but also give substance to the necessary nationalist

rhetoric of authoritarian rulers. In fact, nationalism, both oppor
tunistic and truly felt, often brings the local bureaucratic authoritarian

states to actively promote the growth of a true national bourgeoisie

even when it is clear that this class's economic activities are less

"rational" or efficient than identical activities performed by the

transnational corporations, and even when such active support leads

to a degree of antagonism with their imperialist benefactors. Na-

tionalism, however distorted, should not be dismissed in favor of

narrow economic self-interest as a motive force in the less- developed

countries, even if its operation stems entirely from the need of

the state to legitimate local capitalist and transnational rule (see

O'Dormell 1977, pp. 62-63; 1978, p. 22).

An increasingly important component of the bourgeoisie in some

less- developed countries is the state bourgeoisie that initially evolves

out of petty-bourgeois state administrators of state-owned enter-

prises which appropriate to themselves essential control over the

assets of the state enterprises. The state bourgeoisie can be national,

internal, or even comprador. Leading examples are the top officials

of both the Indonesian and Brazilian state petroleum companies who

have come to place principal emphasis on their own profits and

growth and in many ways act like autonomous private entrepreneurs

(Evans 1979a, p. 267). Although a bit premature in his analysis,

Hussein (1973) describes in detail the evolution of a state bourgeoisie

in Egypt after the 1952 revolution. The petty-bourgeois officials

who in all three cases were put into managerial positions came

increasingly to use their position to appropriate more and more

power and privilege until they came to acquire essentially the positi

of private capitalists rather than administrative intermediaries.

The interests of such state bourgeoisie generally tend toward

economic development of their countries, the principal differen c

^
within them being around the degree to which they should particip3

^
in or encourage joint enterprises with foreign capital. The s

bourgeoisie can come into conflict with both transnational

private local capital. The economic interests of the state bourgeo 1

1 L>*-"' » " -

further secure their position and be able to pass their privileges

to their children drives this sector to accumulate private wealth,
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lead them to expand the state sector, and with it their privileges
C

*d p°wer '
at the exPense of Private capital. However, the desire

to

°'ther through investing their considerable incomes (salaries and
'

uises as well as kickbacks, graft, and bribes) or attempting to

transform their enterprises into private businesses in which they can

maintain tneir position. There would appear to be little essential

difference between the private and public sectors of the national

and internal bourgeoisie.

Both the internal and national bourgeoisie are significant forces

jn Brazil, although the internal bourgeoisie has been politically

dominant since the 1964 military coup d'etat. Twenty-eight percent

of the assets of the top 300 manufacturing corporations in 1972

were owned by local private capitalists as compared to 50 percent

owned by foreign capital. Of the top 500 nonfinancial corporations,

private Brazilian capital had a controlling interest in 50 percent.

Brazilian private capital predominated in nonmetallic ores (78 per-

cent of total assets), wood, paper, and furniture (71 percent), textiles

(56 percent), and food and beverages (67 percent) (see Table 7.4).

Local capital also predominated in leather products, printing and
publishing, apparel, and footwear (Evans 1979a, p. 118). Local

capital is very strong in finance, commercial activities, and especially

in construction (Evans 1979a, chap. 3). There are a number of
locally controlled groups of companies (grupos) within the Brazilian

bourgeoisie, some of which are integrated with foreign capital and
others of which are not. For example, the grupo Villares, which has
°nly minimal relations with foreign capital, is the second largest

manufacturer of electrical machinery as well as a major manufacturer
°f steel. In both of these sectors this group is in sharp competition
Wlth transnational enterprises (Evans 1979a, p. 153). Most of the
S^pos that do participate in joint enterprises with the transnational
corporations exclude them from equity participation in their central
lr*n, thus maintaining fundamental control over their operations.
ne same is true of the transnational corporations, which generally

^clude local participation in their key subsidiaries (Evans 1979a, p.
g09).

In Brazil joint enterprises are especially important in chemicals,
achinery, electrical machinery and metals fabrication, food and
averages, and textiles. These sectors are thus the primary basis of
le Brazilian internal bourgeoisie (Evans 1979a, p. 118).
The national bourgeoisie is predominant over the internal bour-
se in India. Here the state generally owns the basic and strategic
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industries. Foreign investment is allowed only in selected ind
Ustri

in which it is considered that local capital is unable to satisfy
1q *J

needs and then generally only in joint projects with Indian
capi

«

Joint' projects with the majority of equity held by transnational

corporations are permissible for the manufacture of export
l)rotl

in which the requisite technology is locally unavailable. The state

requires most foreign-owned firms to increase their Indian equity

forcing the transnational corporations to either ' fade down"
to

minority equity positions or "disinvest" entirely. The sectors

closed to foreign investment have been increasing overtime as the

government rules that local firms can adequately supply the locai

market Recent legislation requires most foreign-owned firms to

have a minimum of 60 percent local equity. Steelmakmg, heavy

transport equipment, and mechanical and heavy electrical equipment

are mostly in the hands of local capital supported by state funds

(with the heavier segments largely in state hands and the lighter

segments in private hands). Transnational corporations m these sec-

tors are limited to technical advice (Kidron 1965, chap. 5; Busmess

International Corporation 1979b, March).

In 1958 the eight largest Indian economic groups controlled 23

percent of all capital in the private sector (deluding both faro*

and local firms). Just two local groups controlled 1
1
percent^(Kuta

1965 d 22) Cotton textiles have been overwhelmingly Indian

since'before World War I. But local capital did not generally surpass

British capital in other important fields until after
r

World *ar 1L

The national bourgeoisie grew considerably in the 1930s and 1940*

because of the relative isolation of India from Britain caused ay

depression and war. In this period Indian capital became pwdom

inant in the food-processing industry and m many other lighl md

tries The Indian national bourgeoisie played the central ™e ™

Indian independence movement and from 1948 «uentiy im^

mented policies supporting its interests (Kidron 1965, chaps. -

2). Nevertheless, there is significant foreign investment in

especially in the technologically advanced sectors. me

internal bourgeoisie plays an important role. of

Mexican private capital in 1972 held 32 percent of the
:

as
t

the top 300 manufacturing companies as compared to a* v a
for the transnational corporations. Local private capital

controlled 51 percent of the largest 500 and 37 ^}°*%e%ic**

100 nonfinancial corporations (see Table 7.3). Wh le
it

government encourages foreign investment in certain s
jority

provides special incentives almost exclusively to firms with a

of equity locally owned (or which are making significant pr
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• ,itv local ownership). The state, in fact insists that

d
majority

as we£ as the management of enterprises

'

,
51 Percent °L

G

TocIl hands Sectors reserved exclusively to**XgS> oHSuS; - as the management of enterprises

thus which prohibit foreign investments include

^ tate ' f v netrochemicals, nuclear energy, electricity, and

£—ESSE?. !olce in Mexico (Business

It * clef
Co oration 1979b, July).

. . especially

'^Ni^internal and^^^^^L
J at the But

aass
structure meant relative eq y & strongly*
ite

-dependenc^^J^d expansion of both sectors of the

supportive role n the creauo
investment only in the

bourgeoisie.
Nigeria £Vtor

indenization policy was

form of^.X^toC'^ art reserved exclusively

strengthened in the.midI

WTO..
tising ,

^moly of radios,

for
Nigenan-owned enterprise e g ,

{acturin& cmemas,

televisions, and tape recorders ^e
md handbags .

comraercial ownership, e.g., all under-

Other sectors require 60 Percent rsige ^^
things with more than 25 million Nigeria pou ^
over. Also limited to a maxvmu^ 40 percen

^.gn
^

such sectors as banking, beer Me™>"*
construction, coastal

bottling, cement manufacturing, canning ^
nst™

/manufac
.

shipping,^^^ZZt^^TZ dairy industry,

ture of basic iron and steel, bicycle manu ,

ini

furniture, paint production, plastic and rubber proa

petrochemical feedstock industries and ^^^"00 1979b,
1979a, pp. 312-14; Business International Corporation

^'national bourgeoisie was predomm^J^Zt
1920s. Although its position was considerably ""^mm

;

1950s and 1960s in favor of the internal bourgeoisie, it em

major force. Turkey discourages foreign
listing export-

Primarily cater to the domestic
:

market
, 0 »^ a p

P
olicy

oriented manufacturing industries. The lurKisn _sia

encouraging disinvestment as part of its policy of4-* orJ
ownership

8
Preference is generally given to P ^

ects
ow .

majorityLai equity (although in 1979 the
,

drift was

mg 50 percent and greater foreign equity in new m
mcreasing foreign investment is approved only if 1 bnngs m *

^change The government has been putting mcreasing restrain
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assembly industries, requiring them to use an ever increas'
centage of local components (Business International Corn^
1979b, March; Berberoglu 1977).

POration

In Colombia foreign investment is restricted in sectors con h
to be adequately handled by the local private capitalists

in ^
sectors for economic development," and in sections that pr H

y

"economically strategic goods." New foreign investment is b°
in banking and insurance, most domestic transportation, advert^
and the mass media. New foreign investors are limited to 49 pe^'
equity if they market local Colombian-made products and a. fore?"

1

owned enterprises that market imported products must export^t
least 40 percent of their sales and sell 51 percent of their equity tColombians within 15 years. All banks must have at least 51 percent
local equity. All new foreign investments in manufacturing must
be limited to 49 percent foreign equity. The national bourgeoisie
would seem to play a role in Colombia even if it is not as powerful
as the internal bourgeoisie (Business International Corporation
1979b, October).

Although the internal bourgeoisie has been dominant in South
Korea, the national bourgeoisie appears to be playing a growing
role. South Korea's traditional open-door policy to foreign in-

vestment has been modified. Restrictions now exist on foreign

investment to ensure that it fits in with developmental goals and does

not hinder the growth of domestic industry. In the mid-1970s 234
products or processes in 17 general areas were open to foreign

investment with all other fields in principle closed (although special

exceptions are made). Closed areas include those designed to capital-

ize on the financial weakness of domestic enterprises, industries

that strongly affect the supply and demand of raw materials and
products, and industries competing with existing local enterprises.

Although Korean legislation does not prohibit 100 percent owned

subsidiaries, as a rule new investments are generally approved with

up to only 50 percent foreign equity. The government is most likely

to grant a high foreign equity in enterprises that provide "high tech-

nology" not locally available, produce for export, and encourage

industrial integration (and do not attract local investors). In some

sectors local participation must exceed 50 percent, e.g., purey
labor-intensive industrial projects, industries dependent on dornestlC

resources for major raw materials, and projects oriented main1?

to selling their output on the local market (Business International

Corporation 1979b, June).

Egypt, during the 1960s, appeared to be a classical case of *

petty-bourgeois regime that acted against the interests of all segmen
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j^ bourgeoisie. However, it appears a state bourgeoisie with an

,rnal
bourgeois attitude developed and became predominant after

'f

6

death of Nasser. Egypt underwent a radical change in its policy

ward foreign investment. While the Nasser regime in the 1960s
to

tionalized
almost all foreign investment, the Sadat regime in the

• j 1970s opened up virtually the entire economy to foreigners.

£e
transnational corporations were even given special privileges in

me sectors not shared by local capital (Business International

Corporation 1979b, July).

The national bourgeoisie had been predominant in Argentina

during the Peron years (1946-55) but was overridden by the internal

bourgeoisie in the period of successive military dictatorships after

1955. The comprador bourgeoisie had traditionally been dominant

in Chile (with the exception of national-bourgeois dominance during

the Balmaceda period toward the end of the nineteenth century).

The internal bourgeoisie grew in strength and probably became
predominant in the 1960s (its position being reflected in Eduardo
Frei's Christian Democratic administration). Since the 1973 military

coup a coalition of the comprador and internal bourgeoisie seems

to have the upper hand with the national bourgeoisie definitely

excluded.

Chile after 1973 came to adopt one of the most extreme free-

enterprise and protransnational investment positions of any major
less- developed country. Although its free-enterprise commitments
were not as extreme, Argentina came to adopt somewhat similar

policies toward foreign enterprise after the overthrow of the second
Peronist administration in 1976. Together with Egypt's post-Nasser
°Pen door to foreign investment policies, the policies of Chile and
Argentina represent a radical break with the policies of the imme-
diately preceding regimes. All of the predecessor regimes were
ostile to foreign economic interests (especially the Allende regime

|

n Chile, which represented the working class, and the Nasser regime
jn Egypt, which represented the petty bourgeoisie). In all three cases

counterrevolution" brought with it the predominance of the
internal bourgeoisie. The counterrevolutionary regimes had strong
acking from the transnational corporations and the major imperialist

states.

k
The review of the investment policies of most of the larger

^ss- developed capitalist countries reveals that in most cases there

^

e fundamental restrictions on foreign capital. Many sectors are
^served for local capital and other sectors or the entire economy
equent]y have equity requirements (which often restrict foreign
tocipation to a minority share of equity). Generally those sectors
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in which local capital is concentrated (the less technology

advanced, more labor-intensive sectors) tend to be off limits wh 1

the high technology sectors (which lack much local competiti

tend to be those where foreign investment is encouraged. in m
°n

^

countries in recent years there have been requirements for an increa

ing share for local equity. In only a few countries, especially Egy
pJ

Chile, and Argentina, where in the 1970s conservative regime
displaced radical antitransnational regimes, has the tendency

been
toward easing equity requirements and opening up sectors formerly

closed to foreign capital. This strongly suggests that the states in

at least most of the less-developed capitalist countries reflect the
economic interests of their internal bourgeoisie and to an increasing

extent, their national bourgeoisie. These bourgeoisies are interested

in expanding their share of the profits generated in the local economy

either through increasing their share of equity in their partnerships

with the transnational corporations or by excluding the transnational

corporations from sectors where imported high technology is not

essential.

It should be noted that in the smaller countries, such as those of

central America and the Caribbean and through much of sub-Saharan

Africa, the restrictions on foreign investment (either in terms of

equity or sectors) tend to be less than in the larger economies of

the less-developed world. Here where the local bourgeoisie are

significantly weaker, the transnational corporations generally find

it easier to dominate.

The interests of the internal and national bourgeoisie in the less-

developed countries are manifested in both their immediate economic

and in their ideal interests. On the one hand they desire to obtain

protection from transnational competition in sectors where the

local bourgeoisie has sufficient capital and know-how, and an increas-

ing share of the profits of the transnational corporations in those

sectors where they do not. On the other hand, they have an interest

in bourgeois nationalism. They tend to take seriously a commitment to

national economic development, and the creation of an economically

strong nation-state, one that can more effectively advance tn

economic interests of the growing bourgeoisie both at home and

its region. Many of the bourgeoisie of the larger less- devel
ope

countries such as Brazil have aspirations of entering the world (°

at least the regional arena) as competitors of the advanced capita"8

countries. The potential for growing interimperialist rivalry betw
^e

the rising and old bourgeoisie, along the lines of that between

rising Japanese bourgeoisie and that of the United States and

United Kingdom in the first half of the twentieth century shoU

not be ruled out a priori.
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URBAN PETTY BOURGEOISIE

The petty bourgeoisie is intermediate in its control over labor

r (its own and/or others) between the capitalist class (whose

P
°W

fion is primarily to control other people's labor) and the work-
fUllC

lass (which does not even control its own labor), and in general

iD
-

C

class is a more economically and politically significant class

this
,

e less . developed countries than in the developed. It represents

verage of over 40 percent of the urban population in the ten

.*
less- developed countries for which there are sufficient data

S an average of 28 percent in the three leading advanced capitalist

Countries (see Table 12.1).

The petty bourgeoisie's composition is radically different m

the two sets of countries. While in the less- developed countries

the independent petty bourgeoisie of self-employed businessmen,

artisans shopkeepers, and vendors averages 77 percent of the class,

in the three leading industrial capitalist countries the average is only

40 percent. In the less-developed countries the traditional self-

employed petty bourgeoisie plays a far greater economic role than in

the developed countries. The functions they perform in the less-

developed countries have been largely socialized and are now per-

formed within the giant corporations.

Although the salaried petty bourgeoisie is much smaller m the

less-developed than in the developed countries (5.5 percent versus

16.0 percent), they often play a political role in the less-developed

countries considerably greater than their counterparts in the devel-

oped countries. This is especially true of those employed by the

state, junior army officers, school teachers, lower-level administrators,

engineers, agronomists, technicians, medical personnel, and so forth,

and of students (most of whom are training for salaried petty-

bourgeois roles, generally in the state).

The economic situation of both segments of the petty bourgeoisie

is even more contradictory than it is in the developed capitalist

countries. As a result, their political role tends to be even more

ambivalent, with tremendous oscillations over time and considerable

internal differences at a given point. At times the middle classes

are the basis for antiim perialist populist movements that threaten the

established order. At other times they are the bulwark of reaction

a«d part of the social basis for bureaucratic authoritarian regimes.

During the period of the struggle for independence in Africa and

Asia and through much of Latin America after World Wars I and II the

Petty bourgeoisie tended to support nationalist and antiimperialist

Movements that were hostile, both to the influence of transnational

corporations and typically to their own domestic oligarchies (both



426 / THE LOGIC OF IMPERIALISM

rural and urban) as well. They sometimes allied with their nati
bourgeoisie (e.g., India and much of Latin America in the 1940^
and sometimes struck out on their own (e.g., in much of Af •

where very little in the way of a local bourgeoisie of any type***
isted). In a number of countries petty-bourgeois junior milit^
officers were the basis of coups d'etat against regimes dominated^
the traditional oligarchies, e.g., Egypt, Libya, Ethiopia, Afghanis**
and Peru.

After the enthusiasm of newly won independence died dow
in Africa and Asia, and as the contradictions of the new regime"
became predominant as did the contradictions of the Latin American
populist regimes in the 1950s and 1960s, the petty bourgeoisie often*
turned away from relatively leftist political solutions, toward the
Right. The growth in working-class militance, breakdowns in "law
and order," and economic stagnation, attributed to populist or
nationalist regimes, often resulted in serious economic difficulties
for marginal businessmen. Under such conditions the petty hour-
geoisie can easily turn to rightist, semifascist authoritarian solutions
offered by the capitalist class, which holds out the promise of "law
and order" and economic prosperity. Such became the case through-
out most of Latin America, where this class as a rule militantly
supported the military coups d'etat of the 1960s and 1970s in

countries such as Chile, Brazil, Argentina, and Uruguay.
However, the middle classes do not fare as well under military

rule as they hope. The contemporary bureaucratic authoritarian
form of military rule (see the next chapter) implements economic
policies most favorable to foreign and large domestic capital. Credit
is restricted, tariffs are lowered, and other measures are taken to

"rationalize" the economy- measures from which the self-employed
petty bourgeoisie tends to disproportionately suffer. The salaried

sector of the petty bourgeoisie tends to grow relatively rapidly

because of the rapid expansion of state activities and the growth
of big businesses. This sector nevertheless tends to grate under the

humiliations of subordination to foreign capital, as well as to what

they can easily experience as arbitrary rule and the lack of civil

liberties for themselves.

Both sectors of the petty bourgeoisie tend to become nationalist

because of their feelings of social humiliation and lack of funda-

mental control over their lives—a situation they can easily attribute

to foreign domination. This class becomes disillusioned with the

authoritarian rule of the transnational-local capitalist coalition. Its

tendency is to increasingly support various nationalist opposition

movements often in alliance with the working class and peasantry
movements to which they attempt to provide leadership.

itry"
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Intellectuals, both students and employed professionals such as

teachers,
have traditionally played a central role in antiimperialist

^d anticapitalist movements in the less-developed countries. In

uiany
countries such intellectuals, along with junior army officers,

gje among the literate minority who are aware of world events and

the
extreme "backwardness" of their country, e.g., in Afghanistan

^d Ethiopia in the 1970s, and Peru in the 1960s. The intelligentsia

gjows rather rapidly in the less-developed countries because of the

increased number of jobs resulting from the rapid expansion of the

state and the emphasis normally put on education. Often, in fact,

the number of university-educated people comes to exceed the

number of professional openings, with the consequence of consider-

able resentment and thus potential for radicalization (toward either

the Left or the Right).

The nationalist propensities of the petty bourgeoisie are felt

especially strongly in the intelligentsia. Those whose lives center

on learning, teaching, writing, and art have an especially strong

identification with the idea of the nation, and an especially strong

resentment of foreign cultural and economic domination. This is

both because of their own material interest in advancing their careers,

and because of their genuine feelings of offended dignity as the

representative of an oppressed culture. Similar feelings of national

humiliation are experienced by junior military officers who sense

their nation's economic (and thus military) inferiority and the

subordination of their countries. They too have strong propensities

to strive for rapid economic growth and national independence.
Again, this is the case for both ideal motives and material self-interest.

This intelligentsia and/or junior officer strata of the petty bour-
geoisie often lead antiimperialist movements that have sometimes
succeeded in defeating imperialist influence, local allies of imperial-
tem in the bourgeoisie, and the incipient national bourgeoisie to
establish essentially petty-bourgeois states.

In such petty-bourgeois societies there are no significant private

concentrations of wealth. No wealthy or state capitalist class dom-
toates political decision making or benefits from state policies at
tne expense of the people. There is considerable input from the
Petty bourgeois (peasants, urban petty bourgeois, professionals,

ower-level state managers) as well as state policies that primarily
Denefit these same groups. The state plays a central role in owning/
controlling the economy. It typically runs the large, and much of
fte medium, industrial enterprises, as well as the wholesale trade,

communications, and banking. Some leading examples of petty-

bourgeois regimes have included Egypt in the 1960s, Tanzania
after 1966, Burma in the 1970s, Somaliland in the 1970s, Libya
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after 1969, and Algeria after independence. Popular supPort
such petty bourgeois led regimes is secured by: first, the ben f*
that the working class and poor peasants get from them (mere
wages, expanded social welfare, job security, land, credil to h
supplies); second, popular mobilization, typically through app^?
to national pride against the imperial domination of the country

anri

against the older ruling classes that have collaborated with foreigners
and sometimes the traditional religion (e.g., Islam) is used, with the
regime claiming its goal is to reestablish a society based on religj0Us
fundamentals, fundamentals trampled on by the old ruling classes

and the foreigners who formerly dominated the country (e.g., Libya
Iran); and third, repression of opponents, especially working class

and poor peasant based movements and parties and those tendencies

among intellectuals that reflect the interests of these groups.

Petty-bourgeois regimes are established by either popular revo-

lutions against traditional monarchies or colonial regimes, or by
popular military coups d'etat made by lower-level officers with firm

roots in the petty bourgeoisie. Quite typically there is a period of

a few years between the time of the initial anti-feudal/colonial

revolution (or popular coup) and the institutionalization of a petty-

bourgeois state (e.g., as in Egypt in the 1950s). This is because it

often takes the new leadership some time to work out, through

a process of trial and error, policies in the interest of its social base.

Petty-bourgeois regimes tend to occur in those countries where

there was either no large wealthy landed or capitalist class, or where

such classes were weak politically due to their lack of legitimacy

in the eyes of the masses because of their collaboration with imperial-

ism, their failure to develop the country, or to meet the reasonable

demands of the people. Such regimes also tend to come into

existence where there is no large working class or revolutionary

movement with a working-class ideology (such as there was in China

with the peasant-based Chinese Communist Party). The absence of

a strong working class or powerful socialist movement means that

there is: first, no socially significant alternative to the petty-bour-

geois program for economic development, social reform, an

assertion of national dignity; and second, no real threat to the

relative privileges of the petty bourgeoisie that would drive it t0

collaboration with the old ruling classes/imperial powers, or attrac

large segments of it to socialism.

Petty-bourgeois regimes attempt a solution to the serious eco

nomic and social crises of the less-developed countries that prorrtf

improvement in the living conditions of the working class and P°

peasantry, rapid economic development, and real national indepe
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nce.
But such regimes ^ typically unable to sufficiently mobilize

l eir
people to accomplish these ends because of the contradictory

• terests and ambivalencies of the petty bourgeoisie. Afraid of too
in

.jcal land reform, working class or poor peasant involvement in

he
revolutionary process, or too much reliance on popular mobiliza-

tion,
which might threaten their relative privilege, they tend to back

0ff from
measures necessary to accomplish their stated goals. Petty-

bourgeois regimes then tend to sink into economic stagnation and

permanent social crisis. The attempt to run a state-owned economy

without a popular party and/or other mechanisms necessary to

generate enthusiasm among the working people, to replace the

incentives of capitalist markets, necessarily fails. Petty-bourgeois

regimes that attempt a noncapitalist development are all eventually

faced with the nonviability of such a course and hence the necessity

of moving to a different form.

One option for such regimes is to move toward state capitalism,

allowing many of the regime's petty-bourgeois supporters and

state administrators to transform themselves into state capitalists.

Another option is to move to private capitalism, where some of the

rich peasants, urban petty bourgeoisie, and state officials are able

to accumulate capital and create (or take over) enterprises to become
wealthy private capitalists. When the economy develops in this

direction the former petty-bourgeois state typically evolves to a

capitalist bureaucratic authoritarian regime. Such a course occurred
in Egypt in the 1970s.

A very different option for petty-bourgeois regimes is to move
to socialism, as did Cuba in the 1959-61 period. Faced with the
realization that the initial petty-bourgeois program is not viable,

revolutionaries in the leadership of a petty-bourgeois regime may
well take the measures necessary to realize the goals of economic
development, national independence, and social reform, in the
Process concretizing and radicalizing their initial vision. The realiza-
t,0n of these goals necessarily implies building a strong party firmly
footed in the masses of working people and relying on popular
Mobilization, which in turn requires more egalitarian measures
and more popular participation than the petty bourgeois had initially

ontemplated. In fact it means the undermining of much of the
special privileges and prerogatives of the petty bourgeoisie and a

Peo

S

^
Uent increase in tne Position power of the working

Petty-bourgeois states are as politically unstable as the petty
^ourgeois. They can easily move to the Left or the Right depending

both the domestic class structure and its transformations (i.e.,



The industrial working class is the most rapidly growing class in

the less-developed countries. With at least 500,000 people in their

labor forces tor which data were available in 1977, the less- developed

countries had 12.5 percent of their labor forces employed as wage

and salaried workers in the manufacturing sector (as production,

service sales, clerical, or administrative workers). In Latin America

it was 13 9 percent, in South and Southeast Asia 5.1 percent, and in

the Middle East 6.5 percent. This compares with an average of 25.1

oercent for the three leading advanced capitalist countries (Inter-

national Labor Organization 1979, Table 2A). Wage and salaried

workers in the manufacturing sector represent 50 percent as much

of the economically active population in the less-developed countries

35

^ot tS°Latfo American and South and East Asian less-devel-

oped countries for which there are full data on the
:

eomposi ion *

the class structure an average of 12.1 percent of their total labo

forces are in manufacturing production. (This include
;

both tta

wage earners and selfemployed artisans in the production <**«.»»

should not be confused with the 12.5 percent figure that excludes

the self-employed while including the clerical, sales and admims

trative staffs.) In the three largest advanced capitalist countries the

comparable figure is 18 percent. Thus production workers m W
less- developed countries (employed and self-employed m^

man

facturing) represent about two-thirds of the proportion of the ia

force that they do in the advanced countries (see Table i^i'
roduc-

Industrial workers (employed and self-employed)

tion workers in manufacturing, mining, public utilit.es
;

cm^
transport, and industrial services. In the less-developed conn

for which there are data, 24 percent of the econom calls activ

force are industrial workers while in ^^^"^^eloprf
tries, the figure is 36 percent (see Table 12.3). The less u ^
countries for which there are data have two-thirds as many peop ^
industrial sector as do the developed countries. It should be ^
however, that a much higher percentage of all those employ^

industrial sector in the less-developed countries aresW«
For the ten South Asian, East Asian, and Latin ^e"ca

£ose in

tries for which there are comparable data, 70 percent of tho
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the industrial sector were wage and salary workers and 30 perCent
were self-employed or family workers as compared to 90 perCent

and 10 percent in the advanced capitalist countries. In Pakistan
th

number of self-employed production workers (mostly artisan^

actually exceeds industrial wage workers by 50 percent while
il

others, namely Thailand, Bolivia, and Iran, there are at least half ^
many self-employed production workers as industrial wage workers

In others, namely South Korea and Chile, the ratio of self-employed

production workers to industrial wage workers approximates that

of the advanced countries (and in fact is less than that of Japan).

If only wage and salaried earners are considered then industrial

workers in the less- developed countries are approximately 19 percent

of the total as compared to 32 percent in the developed countries

(the ratio of the former to the latter is .53). (See Table 12.1.)

The distribution of subsectoral employment within the productive

sector is very similar for both the developed capitalist and the

less- developed countries. Approximately 50 percent of those in the

industrial sector in both the less-developed and in the developed

countries are in manufacturing. Likewise approximately 18 percent

are in construction in both sets of countries. About 12 percent of

industrial workers in the less-developed capitalist countries and 8

percent of industrial workers in the advanced capitalist countries

are in transport, storage, and communications. About the same

proportions of the total economically active population are industrial

workers in this sector in both sets of countries (see Table 12.3).

The percentage of all those productively employed in the manu-

facturing sector was very close to the average in all the less- developed

countries for which there were data except Guatemala, where it was

about two-thirds of all those employed in production, and in Sri,

Lanka, where it was about one-third. Construction was especially

high in Iran, where it represented 33 percent of this sector, and low

in Sri Lanka, where it represented 10 percent. Transport, storage,

and communications formed an especially large segment of those

industrially employed in Pakistan and the Philippines, but a rathe

small segment in Iran, Ecuador, and Guatemala.
ut

In general, production employment in manufacturing has abo

the same relation to total production employment in the

developed countries as in the developed. The principal differe"

ely

between the two sets of countries are: first, among the pr°ductl
self.

employed in manufacturing in the less-developed countrief
\ond,

employed artisans form a significantly higher percentage; and sec
: ^

in the less- developed countries white-collar employees repr
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poller share of total wage and salary employees in the manu-
•

ig sector.
fa
cturin£

Another important difference in the manufacturing sector of

less- developed and the developed countries is the much higher

concentration of all manufacturing employment (wage and salary

°lus
self-employed earners) in light industry in the less-developed

countries. In 1976 28 percent were employed in heavy industry

as
compared to 58 percent in the advanced capitalist and 64 percent

for
socialist countries. Fifty-seven percent of all wage and salary

earners in the less- developed countries in 1976 worked either in food,

beverages and tobacco, textiles, or wearing apparel industries as

compared to 27 percent in the developed capitalist countries. In

contrast, only 14 percent of those employed in manufacturing in

the less-developed countries were in the metal products, machinery,

and equipment industries as compared to 39 percent in the advanced

capitalist countries (see Table 12.4).

In 1976 Latin America was intermediate between Asia and the

developed countries in the percentage of its employment in the

manufacturing sector that was in heavy industry. While the average

for Asia was 25 percent and for the developed countries 58 percent,

for Latin America it was 39 percent. The trend is for the differential

between employment in the heavy industrial sector between the

developed and less- developed economies to decline over time. From
1970 to 1976 the proportion in this sector in the less-developed
countries grew by 7 percent from 25.7 percent to 27.6 percent of
the total. This overall tendency was most manifest in chemicals,
petroleum, and plastics, basic metal industries, and metal products,
machinery, and equipment (see Table 12.4).

In the 1965-77 period the rate of growth of employment in

Manufacturing was 4.4 percent a year in the less-developed countries

compared to .4 percent a year in the developed capitalist and 2.5
Percent a year in the socialist countries. In heavy industry it was 5.8
Percent a year as compared to .7 percent and 3.0 percent, while
m light industry it was 3.9 percent, .0 percent, and 1.7 percent
^spectively. Latin America had a higher overall rate of growth in
manufacturing employment than the average for all less-developed
countries, but had a slightly less than average rate of increase in

Employment in heavy industry. Employment grew especially rapidly
the less-developed countries in metal products, chemicals, and

Gsumably machinery and equipment. It grew slowly in textiles

^ mining and quarrying, two sectors that were experiencing
eclines in employment in the developed countries (see Table 12.5).
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If present rates continue, the percentage of the labor force in today

less- developed countries in the manufacturing sector would catch J!

to that of the developed countries within two or three decades. 1

In the less-developed countries the majority of those in the

productive industries are either self-employed artisans/homew0rkers

or are employed in very small shops using relatively traditi
0na]

methods. However, with the rapid industrialization of the less.

developed countries, a growing proportion of all production workers

are employed in large modern enterprises with a relatively advanced

division of labor.

An average of 37 percent of all those in the manufacturing

sector of the less-developed countries for which data were available

worked in enterprises employing five or more employees in 1975.

This compared to 89 percent for Sweden. The average number of

employees in such enterprises in the less-developed countries was

55, compared to 76 for Sweden. An average of about 40 percent of

those in the manufacturing sector of the less-developed countries for

which data were available were employed in enterprises employing

ten or more. This compares with 81 percent in West Germany.

The average number of employees in such enterprises in the less-

developed countries was 117, compared to 143 for West Germany

(see Table 12.6). It is clear that a considerable proportion of those

in the productive sector in the less- developed countries work in

small shops. However, a considerable proportion of the workers

(about 40 percent) are also employed in fairly large enterprises

(approximately 80 percent the size of enterprises in the advanced

countries). There is thus a basic differentiation within the working

class in the less- developed countries between a modern highly

socialized sector and a backward traditional sector.

Some countries have a particularly high proportion of their

production workers in larger enterprises, indicating a fairly advanced

industrial working class, while in others traditional artisan production

clearly predominates. Fifty-six percent of Brazil's, 49 percen

of Venezuela's, and 47 percent of South Korea's manufacturing

employees work in enterprises of five or more. Fifty-one Perce
Q{

of all those in the manufacturing sector in Egypt and 57 perceri

i

those in Turkey work in enterprises of 10 or more. The worK *

h(J

class in these countries is more advanced than the average for

^
less-developed countries. On the other hand, the working classj

other countries works under less socialized conditions and is ^
more backward. For example, in El Salvador 25 percent, Guaterri

i

27 percent, and the Philippines 30 percent of workers work in en *

prises with five or more workers, while in Iran 24 percent an

i

India 33 percent work in enterprises with 10 or more wo

(see Table 12.6).
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trend is clearly in the direction of the employment of more

c in the highly socialized modern sector. For example,

*°
7il between 1960 and 1969 the proportion of all workers

* ^ vPd in enterprises of more than 250 employees increased by

eI*P Tent while the proportion of those employed in enterprises

^ less than 10 employees declined to one-sixth of its former size

^Tn^^tf^ working class in the less- devel°p.ed co
r;

J is more heterogeneous than in the advanced countries. Not

UZ is there a considerable gap between those in the modern highly

°n
lhzed sector and those in the more marginal traditional sector,

Z let are considerable differences between those who are more

ip« follv socially integrated into urban working-class life (generally

IsTwho" parents wfre also industrial workers) and those recent

rural immigrants with strong ties to the countryside^ These latter

^rkeTrften still migrate back and forth from the countryside

^TrnThenrt remains to the city to attempt to earn money

ToerhaPs to support their family, save money for marriage, or to buy

tt) Ther Talso a relatively strong differentiation between those

S fairly high skill levels (either traditional artisan skills or modern

ndusS^ skiS and the relatively larger mass of those without ei her

type of industrial skill. The ratio of those with modern n^uste^

skills to those performing unskilled labor is less in the less-deve oped

than in the developed countries. This reflect the mtoational

division of labor that has disproportionately displaced relatively

unskilled jobs to the less-developed countries The transnat onal

corporations minimize costs by taking advantage of the highly

trained labor in the advanced countries rather than being burdened

with the expenses of training skilled workers in the less-developed

countries. , • „ •

In general there is a strong correlation between those working in

the relatively modern industries, those with modern industrial skills,

and those socially integrated into the urban working class It is these

workers that are most likely to be organized into unions (where this

is possible) and to be relatively advantaged in terms of w«"^
benefits, job security, and wages. It is also these workers that have

tended to be the principal support for the Marxist parties wherever

they have significant strength. However, it is often the more marginal

workers who initiate riots and other acts of spontaneous resistance

against the system. This reflects a pattern very similar to that oi me

advanced capitalist countries where more integrated workers tena

to be the most class conscious while new immigrants from rural

areas often tend to be the most rebellious (see Leggett 19oo, p. o*,

Szymanski 1978, pp. 68-69).
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The differences in social integration, degree of skill, and relative

privilege in job security and wages also reflect somewhat simil^

differences in the advanced countries during their periods of rapi(
j

rural to urban migration. In the 1870-1924 period in the United

States millions of European peasants came to America (and many
more migrated out of the sharecropping system of the U.S. South)

with the intention of saving money and returning home. These

ex-peasants also kept their peasant orientation and ties for some

time. Until the Congress of Industrial Organizations (CIO) in the

late 1930s, they were largely excluded from most U.S., unions as

unskilled laborers, and were paid considerably less than native-born

skilled workers. A major difference in the two cases is, however,

that a much higher proportion of the new peasant immigrants

to the U.S. working class came to be more or less immediately

employed by large highly socialized enterprises. In the less- developed

countries a much higher proportion of rural migrants become semi-

proletarians working only sporadically, lumpen petty-bourgeois

street vendors, or marginal service workers such as domestics.

The rapid growth of the modern industrial sector, however,

brings with it the rapid growth of workers in the relatively skilled

and much more socialized industrial sector. Eventually, if present

trends were to continue, this sector will come to absorb the semi-

proletariat and marginal workers more rapidly than the moderniza-

tion of agriculture expels them, thus undermining the basis for the

considerable heterogeneity of the working class in the less-developed

countries.

The repressive regimes, which have become the rule in the

less- developed countries, repress independent unions, roll back social

welfare, and produce declines in the real wage and workers' standards

of living. These measures have been disproportionately affecting the

relatively better-off workers, while the bureaucratic authoritarian

regimes' policies of rapid expansion of industry by creating large

numbers of new industrial jobs have been relatively benefiting the

more marginal sector of the working class. In summary, it seems that

the trend is for the major divisions within the working class of the

less- developed countries to decrease in importance and a class more

homogeneous in terms of social integration, skill level, socialization

of work, and wages to emerge.

The industrial working class, even when its size was considerab y

less than it is today, has played a principal role in revolutionary

movements in many less- developed countries. It has given btf

to organizations and popular ideologies that later, after taking ho

in the peasantry, resulted in successful revolutions, e.g., in bo
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. tnam and China. In other places this class itself has been both
Vie

initiator and leading element and the major force in the revolu-

*
nary process, e.g., Russia (see Wolf 1969, chaps. 2, 3, 4, 6). The

Hustrial working class has historically played a central role in

moagating revolutionary ideas and leading militant anticapitalist

Cseles in a number of other less-developed countries, e.g., Cuba

the 1930s (Aguilar 1972; Zeitlin 1969) and Chile (see Petras

Zid Zeitlin 1967).

The industrial proletariat has been a leading revolutionary agent

throughout the economically less- developed capitalist countries.

The early adherents of Marxist ideas (beyond a few intellectuals)

have generally been the industrial workers. In Russia and China

the back and forth migration from the towns to the nearby rural

areas served as a transmission belt of working-class radicalism to the

rural areas. In Cuba the workers in the sugar mills served as a trans-

mission belt of radicalism to the rural cane cutters. The study by

Petras and Zeitlin (1967) on the dissemination of Marxism from the

miners to the peasantry in Chile is one of the most substantial

empirical studies of the revolutionary effect of proletarianization

on nonproletarian groups in the less- developed countries.

The reasons why the proletariat is the natural carrier of revolu-

tionary ideas and organizational forms and why the peasants, the

petty bourgeoisie, and other oppressed classes are unable to develop

and sustain them on their own (even when they fight for revolution)

lie in the special social condition of industrial labor. Proletarians,

unlike petty-bourgeois property owners and peasants poorer than

themselves, having no property have no stake in the existing property

arrangements, and can more clearly see, being treated like capital

for the sake of others' profit, that this is the case. The conditions

of industrial labor tend to make the existing social relations trans-

parent. While peasants might blame the weather or God s will,

and the petty bourgeoisie good or bad luck, proletarians can more

easily see that they produce everything and that the capitalist system

is responsible for the way things are, not God, weather, or luck.

The socialized conditions of proletarian labor also give the working

class a feeling of their collective strength. The proletarian experience

produces the awareness that as individuals they are powerless, but

organized they have immense power.

It would seem that imperialism by accelerating the industrializa-

tion of the less-developed countries, thereby facilitating the rapid

expansion of a modern industrial working class, is generating the

basis for increasing political problems for itself, if not its eventual

demise.
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SUMMARY

In this chapter it has been shown that the class structures 0f
the less-developed capitalist regions are tending to become

rr!

^
homogeneous, both among themselves and in relation to the ad

^
ced capitalist countries. The tendencies predominant in ear?

11 "

stages of capitalist imperialism to generate highly diverse
structures among the various colonial regions and to create and/**
perpetuate a systematic difference with the advanced countries ano more.

Capitalist relations of production are now predominant in almost
all the nonsocialist and non-petty-bourgeois societies of Asia, Africa
and Latin America. Feudal and semifeudal relations still play an'
important role in only a handful of countries although there are
semifeudal vestiges in a number of regions. Patriarchal/tribal rela-
tions do, however, continue to play an important role through
much of sub-Saharan Africa. But capitalist relations of production
are everywhere rapidly displacing feudal and tribal remnants. This is

true both in the class structures of societies as a whole and within the
declining agricultural sector.

In most nonsocialist and non-petty-bourgeois societies, the
internal bourgeoisie has the upper hand. The economic interests of
this class lie in integration with the transnational corporations.
But unlike the traditional comprador bourgeoisie (which today plays
a relatively small and declining role), this class has an interest both in

increasing its share of the profits from joint enterprises and in the
industrial development of their countries. While politically and
economically dominant in only a few countries in the 1970s, the

national bourgeoisie, which is in essential contradiction with trans-

national capital, appears to be growing in importance through most
of the less- developed capitalist countries.

The urban petty bourgeoisie in the less- developed countries is

still composed predominantly of self-employed artisans and mer-
chants, a large proportion of which are economically marginal. The
self-employed petty bourgeoisie plays a much greater economic
role in the less-developed countries than in the advanced. Although
much smaller than its counterpart in the developed countries, the

salaried petty bourgeoisie intelligentsia, together with junior army
officers, plays a much greater political role in these countries than

in the advanced capitalist countries. This stratum is often the leading

force in progressive movements, in a number of instances actually

seizing power and installing progressive petty-bourgeois regimes.
The industrial working class is the most rapidly growing class

in the less-developed countries. Wage and salary workers in industry

CLASS RELATIONS IN THE LDCs / 443

whoie in the mid-1970s in the less- developed countries repre-

aS

t d about 55 percent as much of the economically active labor
sen

. as they did in the advanced capitalist countries. The working
for°e

jn the less-developed countries is significantly more concen-
Cla

ted in light industry and smaller enterprises than is the case in

J* advanced countries. However, there is a strong trend for employ-

nt in heavy industry and large modern enterprises to increase at

Tl expense of traditional artisan and light industrial production.

The rapid growth and modernization of the industrial working class

the less- developed countries indicates that this class, which has

Haditionally played an active revolutionary role, will increasingly

3me a major political force.



13
THE CAPITALIST STATE

IN THE LESS-DEVELOPED
COUNTRIES

The state in the less-developed capitalist countries, like all

capitalist states, performs five fundamental functions: first, protect-

ing private property and preserving order; second, securing legitimacy

for the dominant class institutions; third, facilitating the accumula-

tion of capital; fourth, facilitating the formation and tempering the

will of the capitalist class, often selecting which segment or bloc will

be politically dominant on the basis of the economic logic the state

finds itself in; and fifth, funding itself, largely through taxation.*

However, there are considerable differences in relative emphasis

and effectiveness, as well as in the contradictions among these

functions, between the advanced and the less- developed capitalist

states.

Considerable differences exist in the composition of the politi-

cally dominant blocs in the two sets of states as well as in the

predominant forms of domination. There are considerable variations

in the degree of the relative autonomy of the state from direct

control by the capitalist class, or its dominant bloc, among the states

of the less- developed countries, but there is little difference in this

respect from the advanced capitalist countries. Differences that at

first might appear to be in degree of relative autonomy, i.e., tne

relative frequency of parliamentary forms, generally turn out to be

more of form than of autonomy.

*See Szymanski 1978, chaps. 8 and 9, for a full discussion of these functions

they apply to the advanced capitalist countries.

AAA
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The states established in the former European colonies were
generally based on a coalition with the traditional comprador inter-

ests
(mostly landlords and the commercial bourgeoisie), or in case of

much of Africa and the Pacific Islands tribal chiefs who benefited

from colonial rule. These states were equipped with strong repressive

apparatuses appropriate to controlling (to the extent necessary) all

classes in colonial society in the interests of the metropolitan bour-

geoisie. Upon formal independence the local ruling bloc thus in-

herited a relatively strong military and state bureaucracy equipped to

repress the domestic class struggle in their interest (see Alavi 1973).
The generally declining legitimacy of the postcolonial state as

well as the class or class fraction that the ex-colonial powers leave

in control, together with the serious economic problems and the

high level of class conflict the newly independent countries face,

makes it virtually inevitable that the strong repressive apparatus
.inherited from the colonial period will be used to efface the parlia-

mentary forms implanted by the ex-colonial power. The question
is, in the interest of which class or class fraction is the state used.

Those states, such as the Latin American republics, that have
long been formally independent evolved strong militaries whose
principal function became the suppression of class conflict, almost
always in the interests of the propertied class (they almost never
fought wars with other countries). In these countries, too, when
popular demands significantly intrude into the parliamentary forms,
initially instituted in imitation of the British or French, the strong
repressive apparatus has systematically repressed them.

The states in the less-developed capitalist countries generally
represent three principal forces: first, the national bourgeoisie who
can often mobilize considerable popular support; second, the trans-
national corporations and their imperial states in coalition with the
Iocal comprador bourgeoisie where it is a force; and third, the inter-
nal bourgeoisie. Typically one or a coalition of two of these groups
18 Predominant as the power bloc dominating the state. In most
cases in the 1960s and 1970s the internal bourgeoisie has been in

^ especially strong position because its interest lies midway between
6 national bourgeoisie and the transnational corporations/com-

Wador bourgeoisie. In most less-developed capitalist countries in

c

e 1960s and 1970s the internal bourgeoisie and the transnational
^Porations/comprador bourgeoisie have together formed the
minant power bloc.

im .

power of tne transnational corporations and banks and the
Perialist states that represent their interests impacts the local states

cJ

roi»gh a number of mechanisms other than the direct political
°u t of the transnational corporations' subsidiaries and their local
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partners and allies in the comprador and internal bourgeoisie. Th 1

power in varying degrees is also manifested through: first the
pres.

sure of all classes on the state to the extent that the ideologic

hegemony of imperialism through education and the mass media has

influenced mass consciousness (see Chapter 8); second, the threat of

foreign military intervention or an imperialistic-supported domestic

military coup by a fraction supportive of policies approved by

the imperialist state (see Chapter 6); and third, the tremendous

economic pressure that the transnational corporations and their state

can exert through expanding or contracting trade, loans, foreign aid,

and investment (see Chapter 7). Thus in all the less- developed

capitalist states the transnational corporations and their allies are a

major political force.
.

The tremendous military, ideological, economic, and domestic

political power (through their partners, and allies) of the transna-

tional corporations is in varying degrees countered by the power of

the national bourgeoisie, together with the need for the state to

preserve its legitimacy (as well as the legitimacy of the dominant

propertied groups) in the eyes of the people. The relatively strong

state apparatuses of most less- developed countries provide the means

by which these two conflicting pressures are counterbalanced. Ihe

predominance of the economic interests of the internal bourgeoisie

in the 1960s and 1970s was normally guaranteed by this process

This is true whether or not it is directly ruling the state through its

representatives or military officers or civilian administrators of petty-
|

bourgeois backgrounds are in power elite positions within the stai*

Unlike as in most of pre-World War I Latin America or suet
.

coun-

tries as Ethiopia before the overthrow of Haile Selassie, Afghani

before the 1978 revolution, or Saudi Arabia through the
d

states in many less- developed countries have increasingy
acn

a significant degree of relative autonomy from direct control oy

dominant economic classes. This relative autonomy has
s

o ^
increasingly possible because of the growing size and strength ^
state bureaucracy and military and has been realized b^ause ,

conflicting interests that the state must respond to (nam y

conflicting demands placed on it by the transnational-cornp ^
coalition on the one hand, and the national bourgeo

;
s
;
pf^n0my

tion, or mass pressure, on the other). The growing relative au
^

of many less-developed capitalist states means that uie ^
not the simple instrument of the transnational corporatio ^
national bourgeoisie, or even the internal bourgeoisie (see

1973; Patankar and Omvedt 1980).
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Most states in the less- developed capitalist countries have consid-

hlv improved their position vis-a-vis the transnational corporations

the
postindependence or post-World War II period. The process

in
been facilitated by the growing competition among the various

danced capitalist countries (e.g., the United States growing at the

ense of France and Great Britain in Africa, the Germans and
eXP

nese growing at the expense of the United States in Latin

imerica and Asia) as well as by the strengthening of the local states

duced by the economic development and partial industrialization

P
f°the less-developed countries. The improved position of the states

°f the less- developed countries vis-a-vis imperialism is most clearly

ilustrated by the nationalization of both petroleum wells and

refineries in most of the OPEC countries and the radically increased

:es that this has brought these countries.

VELOPMENT OF BUREAUCRATIC AUTHORITARIAN REGIMES

Through the 1960s and 1970s the states of the less- developed

countries have been becoming increasingly authoritarian and re-

pressive of popular movements. At the same time they have been

expanding their state bureaucracies and for the most part increasingly

taking on economic functions. The emergent regimes have been

characterized as "bureaucratic authoritarian" states by Guillermo

O'Donnell, who has provided a cogent analysis of their rise.* Three

principal characteristics of the bureaucratic authoritarian capitalist

states are currently predominant in most of the major less-developed

capitalist societies. First, comprehensive state administrative appara-

tuses exist that penetrate most of society, utilizing a "technocratic"

ideology of efficiency and growth to justify their role. Second, the

systematic repression of the trade union and peasant movements,

the roll back of social welfare, widespread terror against leftist

opponents, and the attempt to depoliticize the lower classes (which

systematically excluded from the political process) are all preva-

le°t. This implies the decision to largely ignore the legitimation

Action, substituting for it overt repression as the means of dealing

with popular demands from the lower classes. Third, there is an

ertlPhasis on facilitating and accelerating the capital accumulation

Process especially in "deepening" industrialization (i.e., building up
heavy and relatively technologically advanced industry) through

*The discussion that follows is heavily indebted to O'Donnell 1977, 1978.
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Pncouraging transnational investments, direct state participate

in the economy often in joint enterprises with private or foreig,

capital especially in those areas in which local private capital
j,

unwilling or unable to invest, and the freezing if not lowering 0f

wages and the decline of working class living standards, and the

consequent expansion of funds available for accumulation.

The institutionalization of bureaucratic authoritarian regimes

typically comes about through the initiative of top military officers

working closely with segments of business, with the overwhelming

support of almost all sectors of capital. However, they are very

much products of the structural logic the military and the state

find themselves in. They thus must primarily be understood in terms

of the "relative autonomy" of the state, i.e., the state's ability to

free itself from the direct control by the majority of wealthy indivi-

duals and to act in the longer term interests of the capitalist class as

a whole The "relatively autonomous" state is able to sense the

collective capitalist class interest better than can the simple aggregate

of the individually wealthy. The military and state leaders must

respond to the real structural possibilities of creating economic

prosperity, maximizing capital accumulation, regenerating "business

confidence" (for both local capital and the transnational corpo-

rations), restoring confidence in the system (i.e restoring the

legitimacy of the state in the eyes of the privileged c asses) and

ensuring law and order within the parameters of the world capital*

system Failure of state officials and military officers to deve op

those policies dictated by the capitalist logic of the
>

situation results

in pressures for their removal, demotion, and other forms of negative

sanctioning. Understanding what needs to be done and ™P^^f
such policies, on the other hand, results in career f*™ t̂

enhanced position of one's institution, and enhanced feelings

self-worth.* «mnertied
In fact, far from being the simple instrument of the prop ^

classes, the bureaucratic authoritarian state actually develops ^
strengthens certain sections of the propertied classes

;

nam<ay

internal and national bourgeoisie, as by-products of the

requisites it must fulfill. Its need to maximize capital ac

-

cul^ternai

results in the rapid development and strengthening ol tne ^
bourgeoisie associated with transnational capital and its "

i ,

secure legitimacy eventually results in it building up and
f
tY^ ^

ing a national bourgeoisie. And frequently, the growth ot

*For discussions of the relative autonomy of the state see Block 1977;
&>

etal.1975; Offel973; Poulantzas 1968; andSzymanski 1978,chap. ix.
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te
productive enterprises generates a significant state bourgeoisie

S

f either
national or internal bourgeois inclinations.

°
in Latin America in the 1940s and 1950s populism was predom-

• ant. In £ood P83^ populist regimes such as those of Peron in

Argentina and Varga in Brazil as well as movements like that of

ApRA in Peru, Accion Democratic in Venezuela, and the Movimento

tfacionalista Revolutionario in Bolivia represented coalitions of the

national bourgeoisie and petty bourgeoisie that appealed to the

working class for support against the traditional landed and commer-

cial oligarchy. Leaders, often charismatic military dictators, gained

the support of the people by improving wages and living conditions,

enhancing the masses' feelings of dignity by using nationalist rhetoric

and taking actions against foreign interests as well as by celebrating

the common people (e.g., Peron's descamisados) . At the same time

the national bourgeoisie was given a central role in the populist

regimes—to promote economic growth. This period of populism

brought the masses of working people into politics. Their aspirations

grew and their desire for continuing increases in their living standards

was stimulated. The politicized masses came to demand more and

more from the state and industry (see Malloy 1977, chap. 1).

In the newly independent countries of sub Saharan Africa, the

Middle East, and South and Southeast Asia the expectations of the

masses of people had been raised by the independence movement.

In many countries the people had been politicized through the

nationalist struggle and had high hopes for improvements in their

lives after the expulsion of the old colonial power. Here, too, the

postcolonial regimes at first typically attempted both to improve the

conditions of the people and to accelerate economic development.

Populist regimes such as Nehru's in India, Sukarno's in Indonesia,

and Nkrumah's in Ghana were common.
However, populist policies that activated the masses and increased

their expectations resulted in an untenable situation for the bour-

geoisie. Funds were diverted from investment to wages and welfare,

incentives to invest declined as "business confidence" plummeted.
The economies in these countries stagnated due to lack of private

investment capital. The accumulation and legitimation functions
of the state came into conflict. Either the regimes would have to

move to the Left (as in fact happened in Cuba), rejecting the logic

of the world capitalist system, relying instead on popular mobiliza-
tion and technical and economic assistance from the socialist coun-
ts, or popular demands would have to be repressed and economic
^owth pursued through a combination of forced local accumulation
Qnd foreign capital and technical assistance. The politically dominant
Ca

Pitalist class faced with growing popular demands on the one hand
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and declining investment and growth rates, flight of capital, balajw

of payments crises, and hyperinflation on the other became increas

ingly receptive to bureaucratic authoritarian solutions. At ^
same time, the middle class turned away from populism, likewi

se

becoming sympathetic to authoritarian solutions that held out the

hope of pushing back the working class and reviving the middle

class' declining position.

THE REPRESSIVE FUNCTION OF THE STATE

To induce local capital to invest, to increase the sums avj

for investment, and to attract the technologically advanced fc

capital necessary for the deepening of the industrialization pi

within the parameters of the capitalist system, it was necessary to

ensure social stability, bring unions under the control of the state,

prohibit or greatly restrict strikes, and repress leftist movements

in the working class, while at the same time taking other measures

to reduce wages and increase work discipline, thereby increasing

Pr
°The transnational corporations came to be regarded as the!

leading dynamic force for accelerating industrial development

and the resolution of the general economic crisis in ways acceptable

to both the upper and middle classes. Together with heavy state

investment in the economy, foreign investment came to be seen as

the way to rapidly develop heavy industry, increase the export o

industrial goods, develop the basic infrastructure, and increas

the production of diversified consumption goods and services

the high income strata.
innked

Both local capital and the transnational corporations 100

to the military as their savior from social disintegration, econ
^

collapse, and the Communist threat. The military intervene
omic

establish the order and social peace considered necessary tor ecu ^
growth by the capitalist and middle classes. Whether or n

&

military continues to rule directly, or as usually happens,
^

few years, sets up a facade of pseudoparliamentary formb
it

happened in Brazil, it remains the real source of political P
tors

actively intervenes when necessary to set the civilian adminis

straight (e.g., as periodically happens in Turkey and Argentm
,

/•
a.

Repression of the Left and working class and peasant " * ere

tions is especially necessary and has been the most inten ^
the working class and peasantry have been the most pout ^ ^
the previous period. The politically active popular sector n<*
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. • ^ly excluded through systematic repression. Thus those

P
oli

T'es that had the strongest leftist movements and the largest

C°U a class and peasant movements have experienced the most
*'°

repression. In Indonesia, which had the largest Communist
tfiCl0U

of any nonsocialist country, over 1 million Communists and

^athizers were killed after the military coup d'etat of 1965.

sym
L> vears after the coup there were still between 55,000 and

^ 000 political prisoners (Chomsky and Herman 1979, p. 208).

i of thousands were killed and many more leftists imprisoned

Chile after 1973, Brazil after 1964, Uruguay after 1973, and

'Lentina after 1976-all countries with strong working class and

Utost traditions. Between 1973 and 1978 40,000 people, or 1.5

prcent of the Uruguay's entire population, were imprisoned for

Political reasons (Chomsky and Herman 1979, pp. 270-72). In the

L0 years after the Argentine coup 15,000 political opponents

became "disappeared persons" killed without trial by the police

(Chomsky and Herman 1979, pp. 266-67). Officially sanctioned

-death squads" (of off-duty policemen and right-wing vigilantes)

operate throughout Latin America, picking up and killing political

opponents with impunity. Amnesty International estimates that

between 20,000 and 60,000 people in Guatemala alone were killed

by such death squads or after being arrested by the police between

1966 and 1978. Amnesty International does not adopt "prisoners

of conscience" in this country, as it does in so many others, because

all prisoners of conscience are "murdered within a short time of their

detention" (Amnesty International 1978, p. 123).

Estimates of the number of political prisoners in Iran between

1973 and 1976 range from 25,000 to 100,000. Thousands were

killed by the Shah's secret police, SAVARK (Chomsky and Herman

1979, p. 13). South Korea and the Philippines have systematically

repressed leftist and working-class opposition. Over 60,000 persons

*ere arrested for political reasons by the Marcos regime in the

Philippines between 1971 and 1977. Numerous persons have been

lrnPrisoned in South Korea for their writings, speeches, or union

activity (Amnesty International 1978, pp. 170-72, 183-85; Chomsky

Herman 1979, p. 234). Suppression of basic liberties and the

rtght to organize for the vast majority of South Africa's working class

is

,
systematic. The Republic of South Africa detains opponents

without trial and restricts their freedom of movement, expression,

and association. Use of torture, arrests, and executions by police

Without trial are common throughout the bureaucratic authoritarian
tegimes of the less-developed capitalist countries. Large-scale and
systematic terror against leftist and working-class movements have
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proven to be an effective method of depoliticization of the mas
of people, and thus of lowering the pressure on the state to impr^

8

living standards. Systematic repression ensures social stability ^
consequently succeeds in both attracting foreign capital and increasin

the domestic funds available and willing to invest, thereby acceler^

ting the capital accumulation process.

Leftist and militant leaders have been systematically
expelled

and excluded from positions in working-class organizations,
and

leftist organizations banned. Trade unions have been integrated with
the state to prevent them from disrupting the profit-maximizing

possibilities of the corporations (both local and transnational)

Strikes have been outlawed or severely restricted while workers'

job security has been considerably reduced. The undermining

of job security greatly magnifies the risks involved in any type of

protest or radical activity on the part of workers. Under the corpo-

ratist integration of the unions in the Brazilian state after 1964, the

unions received funds from the state to support welfare activities

for their members but could not strike unless authorized to do so by

the labor courts. Such authorization was rarely given except when

an employer violated a legally established labor contract. It is not

given for strikes to improve conditions or gain a wage increase.

Penalties for unauthorized strikes include fines, removal of union

leaders from office, dismissal of strikers from their jobs, and decerti-

fication of the unions involved, including the loss of their state

welfare subsidy (Mericle 1977).

THE ACCUMULATION FUNCTION OF THE STATE

In the bureaucratic authoritarian solution adopted by most of

major less- developed capitalist societies since the 1950s the state

frequently becomes the principal source of investment funds, even

while the transnational corporations become the leading edge o

the industrialization process through their provision of technology

and organization. State enterprises often play a crucial role in

breaking through crucial bottlenecks such as in petrochemic

where commonly neither private local capital nor transnation

capital are able or willing to invest (Evans 1979a, p. 278; Kidro

1965; O'Donnell 1977, 1978).
. ^

In Brazil in 1972 the state owned a majority of the e(l
ulty

he
46 percent of the top 100 nonfinancial firms, and 15 percent of

assets of the top 300 manufacturing firms (Table 7.4). State °wn
ets

ship is concentrated in metals fabrication (51 percent of the ass
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the top 300 manufacturing firms), petroleum refining (82 percent)

a chemicals and petroleum (18 percent) (see Table 7.4). The

zilian state also plays a strong role in mining (in 1973 holding
5
f percent of the assets of the largest mining companies), banking

6

d finance (38 percent), and not surprisingly, railroads (100 per-
311

t)
telegraph and telephone (97 percent), and electric power

°,% percent) (Evans 1979a, p. 221). According to one estimate,

hp state accounted for approximately 60 percent of all new fixed

vestment in Brazil in 1969 (Evans 1979a, p. 220). The Brazilian

date's share of total assets of the 300 largest industrial firms increased

from 17 percent in 1966 to 30 percent in 1972. The major state

enterprises grew at a rapid rate. The assets in dollars of the five

largest state owned enterprises grew by 161 percent from 1967 to

1973 as compared to the 94 percent growth in assets of the trans-

national corporations (Evans 1979a, p. 223).

The pattern observed in Brazil is typical for the majority of the

larger less-developed capitalist countries. In Mexico in 1972 the

state held 16 percent of the assets of the largest 300 manufacturing

corporations, and owned a majority of the equity in 30 percent of

the top 100 nonfinancial corporations. The state played the

strongest role in mining (39 percent), of assets, primary metals

(24 percent), electrical machinery (16 percent), chemicals (20 per-

cent), and textiles (22 percent). (See Table 7.3.)

The Indonesian state owns and runs a considerable share of that

country's economy, including mining, shipping, fishing, retailing,

banking, plantations, and manufacturing. The state petroleum

company, Pertamina, is the most important state enterprise. This

enterprise has itself branched out to other sectors of the economy

such as shipping, insurance, housing, fertilizer, distribution, and

manufacturing. Pertamina funded a state-owned steel company.

The state is extensively involved in mining operations that are

reserved to the state (along with petroleum and forest resources)

by law. The state does, however, allow foreign capital to participate

in joint ventures in these areas. The Indonesian military, in addition,

controls a number of conglomerates designed both to provide jobs

f°r veterans and supplement its income (Business International

Corporation 1979b, August).

The Korean state has a monopoly in tobacco and ginseng. It

Provides such public services as electricity, housing, and water. It

also owns or controls much of commercial banking and plays a strong

r°le in petroleum refining and heavy industry, such as aluminum

^fining, chemicals, and iron and steel (these are often in joint

er»terprises with private capital). The Korean government's policy
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is: first, to divest itself of public enterprises when private capit r
become willing and able to take over enterprises; and second to
control of businesses considered important to the economy or mi] >

e

in the event they have serious financial difficulties (Business /^
national Corporation 1979b, June). er*

The Nigerian state is centrally and increasingly involved
in «.

productive sector. The state in the late 1970s was providing ab
two-thirds of productive capital outlays. Its policy is to invest^*
enterprises that local capital has insufficient funds or know-how T
undertake (typically in the form of joint ventures with foreign 0

°

local capital). State policy is that the state owns the strategic sectors
of the economy. The state reserves for itself a minimum of 55
percent equity in iron and steel, petrochemicals, fertilizer, and petro-
leum distribution. The Nigerian National Petroleum Corporation
has a majority share in all oil-producing companies (Business Inter-

national Corporation 1979b, January).

The Colombian state has considerable economic holdings in

railways, ports, communications, petroleum, arms manufacture,
electric power, and alkali manufacture as well as a monopoly on salt

and the distillation of some liquors. The principal governmental
holding company, the Instituto de Fomento Industrial (IFI), takes

the initiative in establishing new industries in sectors where private

enterprise is unable or unwilling to develop. IFI enterprises included

companies in fishing, chemicals, metalworking, nickel, and finance

as well as auto production (in joint ventures with transnational auto

firms). While the IFI does divest itself of some unprofitable enter-

prises, unlike the South Korean state its policy is not to sell profitable

enterprises. The Colombian state is playing a growing role in the

basic industrial sectors where private investors lack sufficient know-

how or funds, especially in petroleum and mining (often in joint

ventures with local and transnational capital) (Business International

Corporation 1979b, October).

By no means is heavy state involvement in the economy limited

to bureaucratic authoritarian regimes. It is also the case where the

national bourgeoisie is at the center of the ruling power bloc (e.g->

India, Argentina during the Peron years, or Turkey in the 1920-40

period), or where exceptional sources of revenue such as petroleum

allow the dominant groups to "buy off" the people through raising

their living standards (e.g., Venezuela), making systematic repression

unnecessary. In both types of cases rule through parliamentary

forms, although even here the exception, has proven viable. .

India, where the internal bourgeoisie-transnational alliance is no

dominant, does not have a bureaucratic authoritarian regime. Ev
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ing the period of Indira Ghandi's emergency decree rule, the
dU

^ee and class nature of the repression was very different from that

racteristic of true bureaucratic authoritarian regimes such as those
C

f Iran under the Shah, post-1965 Indonesia, or Argentina, Brazil,

rh'le Uruguay, Guatemala, and so forth in the 1970s. The Indian
' under the leadership of the national bourgeoisie, was with

Turkey (and of course Japan) among the first less- developed coun-

tries
where the state came to play a central role in the capital

accumulation process to promote industrialization. Countries like

India,
Turkey, and Japan, where the national bourgeoisie was the

dominant class, in fact, showed the way to the industrialization-

promoting regimes of the 1960s and 1970s.

The Indian state has a monopoly in shipbuilding, rail transport,

and the mining of certain materials such as copper and sulfur. It

plans to eventually take 100 percent control of the petroleum sector.

AH new industries in iron and steel, heavy plant and machinery for

basic industries, aircraft, electricity, atomic energy, and all mining

are reserved for the state. The state also plays a major role in the

chemical industry and banking. In 1969 India nationalized the 14

leading commercial banks, which together held 80 percent of all

banking assets (Business International Corporation 1979b, March).

In Venezuela, clearly not a bureaucratic authoritarian state, if

only because its oil wealth allows it to buy off rather than repress

its working people, the state owns the petroleum and iron mining

industries and plays the predominant role in steel, petrochemicals,

and aluminum. The state's share of total domestic productive

investment in the late 1970s was approximately 50 percent. Joint

enterprises with local and transnational business are undertaken in

those areas that the private sector is unable to develop (Business

International Corporation 1979b, November).
In some countries, such as Argentina, Egypt, Pakistan, and

Turkey, heavy state involvement in the capital accumulation process
was initiated by the national bourgeoisie, or, in the case of Egypt,
|he petty bourgeoisie. The role of these classes has been assumed
bv the internal bourgeoisie that have transformed the states of these

countries into bureaucratic authoritarian regimes.

Since the 1920s the state sector has played the central role in

.urkey's economic development. Its self-conscious goal has been
he development of the country's industrial base (because private

^Pital was inadequate). The Turkish state in 1979 owned about

percent of Turkish industry. While the government does sell

j^tae public enterprises to private capital, in general this policy has
ad little effect in reducing the role of the state sector. In the late
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1970s the state's emphasis was on development of infrastr
especially energy. The state is heavily involved in textiles, m^e

'

chemicals, fertilizers, paper, electricity, and petrochemicals (W^'
International Corporation 1979b, March). Slnes

s

While the military regime that displaced the second per
•

administration returned many formerly state enterprises to
capital, the state's role in the Argentine economy remained exten

^
especially in natural resources, petroleum transportation

publ*
utilities, and war-related industries. The Argentine state also pia
a significant role in such other basic industries as steel, aluminu^
and petrochemicals—sectors in which local private investors
unable or unwilling to undertake the necessary investments (BusineT
International Corporation 1979b, July).

In the mid-1970s the Pakistani state, at a time when the national
bourgeoisie had the upper hand, nationalized domestic banking
maritime shipping, domestic oil marketing, insurance, automobiles'
vegetable oil, cotton and rice export, wheat milling, and cotton
gins. Other sectors reserved to the state include railroads, airlines,
atomic energy, telephone and telegraph, arms manufacture, the
manufacture of basic metals and their alloys, iron and steel rolling,
the manufacture of heavy engines, cotton textile and sugar mill
machinery, mining machinery and equipment, large electrical equip-
ment, the assembly and manufacture of motor vehicles, and the
manufacture of basic petrochemicals and cement (Business Inter-

national Corporation 1979b, October).
During the Nasser years, a period in which the petty bourgeoisie

played the leading role, most heavy and medium industry was reserved
for the state, along with transportation and other public services, oil,

and mining. Further, a large percentage of foreign trade as well as

the wholesale and retail trade and most insurance and banking was
publicly owned. In 1979 the state still ran over 50 percent of the

economy. The Sadat administration, however, has opened much of

the formerly exclusively state sector to private investment while

implementing a policy of gradually turning state enterprises over to

private capital. Official policy now dictates that the state should

own heavy strategic industries but that light industry should be

left to private enterprise (Business International Corporation 1979b,

July).

In the smaller less-developed countries, the role of the state

sector of the economy is usually somewhat less than in the maj°r

less- developed countries discussed above. However, it is of consider-

able importance to note that the state almost everywhere among *he

larger less- developed capitalist countries plays a central role in tne
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onomy, often accounting for around 50 percent of total industrial
eC
ygstment or output. In most cases the share of the state has been

!

n
creasing over time (Egypt, Chile, and Argentina in the late 1970s,

0f which acquired rightist regimes in the 1970s, are notable

eXceptions
to the general trend). The state generally exercises

considerable economic power that it uses to create stronger and more

integrated national economies in the interest of the local bourgeoisie

(national, internal, and state). To the extent the state-owned eco-

nomic enterprises are autonomous of central state control, the man-

agers of such enterprises may well be regarded as "state capitalists"

with interests similar to those of the internal bourgeoisie to which

they are often tied both in joint ventures and social life. These two

groups tend to have a common interest in creating an economic

basis for a strong state that can advance their common interest.

BUREAUCRATIC AUTHORITARIANISM AND FASCISM

As repressive as bureaucratic authoritarian regimes are in the

less- developed countries, they have important differences with

classical fascist regimes, especially that of Nazi Germany. It would
thus be a mistake to broaden the usage of the term "fascist" to

encompass them. Contemporary bureaucratic authoritarian regimes

in the less-developed countries share with classical fascist regimes the

characteristics of systematic repression of leftists and working-class

organizations, the subordination and integration of unions into the

state, the suppression of popular demands for improvement in living

standards, and the expansion of the state's role in the economy.
However, bureaucratic authoritarian regimes differ fundamentally
from classical fascism in the nature of the class coalition that dom-
inates the state. Classical fascism arose as a coalition between the

petty bourgeoisie and the national bourgeoisie. As a result, true

fascist regimes are fundamentally hostile to foreign economic and
Political interests. Contemporary bureaucratic authoritarianism
ls dominated by the internal bourgeoisie and the transnational
corporations. These regimes thus have a central interest in foreign

Economic interests occupying a central role in their economies.
While the traditional fascist appeal to nationalism could ring true

^ an ideology of legitimation and mobilization in the relatively

advanced capitalist countries, it is only of limited usefulness in

bureaucratic authoritarian states. This is because of the obvious
"ypocrisy of nationalist rhetoric in a situation of thorough depen-
Qence on the transnational corporations. For this reason true
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fascism is unlikely in the less-developed capitalist countries.
Th ,

nationalism is essentially a progressive ideology that when taW
*

seriously mobilizes people against imperialist domination. ^
opposite is the case in the advanced capitalist countries,

nationalism is by nature conservative and tends to be mobilized b

®

imperialism for expansionist purposes. Because nationalism can not

be effectively mobilized for any length of time by bureaucratic

authoritarian regimes, they tend, after their first few years, to be

much less effective and much less stable than classical fascist states

such as that of the Nazis.

Classical fascism tends to occur in countries that are already

relatively highly industrialized under conditions of economic and

political crisis (crises similar to those that produce bureaucratic

authoritarian regimes in the less-developed countries).* As a result

of the different level of industrial development at which the two

types of authoritarian regime are installed, different options are

available to expand capital accumulation. In the classical fascism

of the developed capitalist countries the primary thrust is toward

an especially aggressive imperialism and extensive capital accumula-

tion. In the bureaucratic authoritarianism of the less- developed

capitalist countries, it is toward state-subsidized intensive accu-

mulation. The imperialist option is generally foreclosed by the

predominant imperialism of the developed societies, which both

preempt areas for external expansion and offer significant benefits

to collaborators following an internal-bourgeois strategy.

True fascism is characteristic of the second-level advanced

capitalist countries. Classical fascist regimes in the advanced coun-

tries mobilize to challenge the leading advanced capitalist country(s)

for the predominant economic position in the world.

Contemporary bureaucratic authoritarian regimes in the less-

developed countries bear more of a resemblance to the authoritarian

regimes in Central and Eastern Europe between the world wars,

especially those in Poland and Hungary, than to the fascism o

Germany. These central European societies were, like the es

-

developed countries of today, in an early stage of the industn all
'

tion process and, also like them, were highly penetrated by fore g

capital.

*For discussions of classical fascist regimes see Schweitzer 1964; Neum
n̂ For

Guerin 1945; Brady 1943; Szymanski 1978, chap. 12; and Poulantzas 19

general discussions of the differences between fascism and other forms oi a
^

tarian regimes see Linz 1964 and Weber 1964,1965. For discussions of tne a
jn

ences between classical fascist regimes and contemporary authoritarian regi

the less-developed countries see O'Donnell 1978 and Mallory 1977.
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<«ADlCTIONS IN THE CAPITALIST STATE OF

Jess-developed countries

^e contradictions among the functions that must necessarily be

/ med by all capitalist states in the less-developed countries are

P
erf°r

trlv acute The more efficiently the legitimation function is

P^f^ed (expanding social welfare, increasing wages, nationalizing

P
erTv restricting transnational corporations), the more surely

**f^accumulation is undermined and vice versa The maximiza-

caplt3

of thrlegitimation function tends to undermine capital

ti0n
It on because growing threats of restrictions and nationaliza-

confidence, especially of the transnational

ti°n
^rionT The neglect of the legitimation function m order to

COrP°

mt the dpLraccumulation function carries with it a serous

^-weS and allowing wages to rise, undermines

^hfauSnce of the transnational corporations and the internal

oou"^ dominant power bloc^^^X
national bourgeoisie as well as the ^dle-cta sup^ n^ee

maintain effective rule. A ruling power bloc do^te^by^
national bourgeoisie with middle-class support al en

national corporations and their internal-bourgeois allies, thereby

undermining capital accumulation. «,^ws ft„ regimes
The inherent contradictions of bureaucratic *u*™^^m*

and of all states in the less-developed capitalist countries can be

magnified by the reflection of the contradictions among tb various

transnational corporations a« among**^ various^
perialist countries (see Poulantzas 1974, pt. l).

,h
different sectors of the internal bourgeoisie can be

different interests of established and up-and-comingLT^oS
corporations, transnational corporations in different economlc

sectors, and the competition between the different countries to

which they are attached. .
... _vam _

The history of postcolonial Latin America > replete.with exam

Pies of faction fights and coups within the ruling circles w th one

or another imperialist country or transnational business interest

sponsoring one or another local group (see, tor ra-mpte^N^^

and Freeman 1925; Wolf 1969, chap. 1). * *%~J^£E£
Period neither the competition between individual corporf^

lor the contradictions among the imperialist powers play tne ro
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they once did in inducing contradictions within the less-d
countries. This is because of both the relative containment^

0^
contradictions among the imperialists in the post-World War IT

°f
1116

and the greater strength of the local ruling groups. Neve th*
0*

such induced contradictions continue to be significant. Th
Ss

>

transnational petroleum companies or the state petroleum com"
1311^

of the secondary imperialist nations, for example, are generall^^
generous with the less-developed countries, even supporting 7°**
national bourgeoisie or petty-bourgeois regimes in order to
advantages at the expense of the "Seven Sisters," which dnm-^l
the world petroleum market.

anmmate

At the beginning of bureaucratic authoritarian rule e a r- *l
in 1964, Chile in 1973, Argentina in 1976, the institutional'izaS
of especially orthodox economic policies and highly favorabl
treatment for transnational corporations are typical. Such measure*
are undertaken in order to gain the "confidence" of the transnational
corporations to induce them to make the major investments that are
part of the internal-bourgeois strategy of deepening the industrializa-
tion process and accelerating economic growth. Especially important
at this stage is securing the approval of the international financial
institutions, above all the International Monetary Fund. Once the
IMF certifies that a country's economy is sufficiently stable and
open to investment, a process that often takes a number of years,
transnational investment can begin to flow (see O'Donnell 1978).

The rather orthodox economic policies (except for heavy state

investment in enterprises where private or transnational capital is

not playing the central role) followed in this early period result in

the alienation of many of those who enthusiastically supported the
jinstitution of the new regime because of the promise it held out for

"law and order" and economic prosperity. The regime's favoritism
to large efficient enterprises and foreign capital and its dropping or

cutting back on subsidies to relatively inefficient national-bourgeois
and petty-bourgeois enterprises, results in many smaller locally

owned enterprises going bankrupt or losing much of their business.

Rapid concentration of economic enterprises proceeds apace. The

transformation of enterprises initially owned by the national bour-

geoisie into subsidiaries of the transnational corporations generates

nationalistic resentment.

Furthermore, the typically tight credit policies and devaluations

as well as the decline in real wages that typically comes with the

institution of bureaucratic authoritarian regimes tend to be unpopu
'

lar among many of the initial supporters of the military coups-

Tight credit alienates many smaller businessmen who need loans to
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in business. Devaluation hurts the middle classes who are

^ustomed to importing consumption goods. The decline in real
aCC

ges alienates that segment of the working class and salaried middle

^ s who initially supported the regime (see O'Donnell 1978).
°

In order to maintain its support (i.e., realize the legitimation

faction) the bureaucratic authoritarian regime is increasingly

ressured to take measures to improve the economic situation of its

ocial base or risk a return to disorder and perhaps revolution.

Once it has established its credibility in the eyes of international

capitah and once the transnational corporations have a significant

economic stake in the country, such regimes then tend to relax the

rigorous orthodox economic policies approved by the IMF. They

then tend to make concessions to local capital, the middle class,

and even the working class, often at the expense of transnational

investment. Transnational capital, now with a heavy economic

commitment, at least at first tends to go along with such measures

because of the realization of their necessity in order to preserve

a regime that is fundamentally sympathetic to transnational interests.

The state increasingly engages in nationalistic rhetoric, promoting

the national bourgeoisie in order to keep its legitimacy. But after

a point the transnational corporations apply pressure against what
they see as a tendency to fundamentally undermine their position

by increasingly restricting foreign investments. They encourage
their metropolitan state and the international financial institutions

to apply pressure. If there is a fundamental challenge to their

position the transnational corporations tend to initiate aggressive

economic military (indirect or direct) intervention by the imperialist

state and its local and international allies. Other than active im-
perialist intervention, the options are either the loss of profits

mcumbent on withdrawal or expropriation or the increasing possi-
bilities of revolutionary conditions incumbent on the collapse of a

sympathetic bureaucratic authoritarian regime.
In addition to the generally primary contradiction between the

state's legitimation and accumulation functions, there can emerge
a contradiction within the accumulation function. Primary reliance
°n transnational technology and capital carries with it the danger
nat the metropolitan state may for reasons of its own (perhaps
m°tivated by its own need to maintain its legitimacy) restrict the
exPort of either high technology or capital to the less-developed
countries (see Chapter 6). The transnational corporations them-

.

1Ves, for considerations of worldwide profit maximization, or
Slmply because the demand for their investments exceeds their

Ulingness to invest, may, at some future time, not be willing to
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contribute the necessary capital and technology inputs
(see p

1979b, p. 332). The bureaucratic authoritarian state can th

V

caught between, on the one hand, the short-term advanta
US be

reliance on the transnational corporations and the limits andT^ 0f

P°ten-
tial disruption that such reliance might cause in the longer run
on the other hand, reliance on national-bourgeois developing'
with the consequence of slower and less efficient, albeit autonom^'
growth.

°Us
'

It must be stressed that bureaucratic authoritarian regimes
are

able to contain the contradiction between the state's legitimation

and accumulation functions and thus postpone or slow the develop,

ment of a national bourgeoisie and measures against transnational

capital rather more effectively than other types of regimes. Because
of the reliance on a strong state bureaucracy and police repression

instead of parliamentary forms, popular desires can be resisted for

some time. But eventually the underlying contradictions make
themselves felt either in an evolution toward national-bourgeois

development or in a revolutionary explosion.

The fundamental contradiction between the legitimation and

accumulation functions as well as within the accumulation function

of the bureaucratic authoritarian state is manifested in the tension

between the transnational corporations and the national bourgeoisie

(together with the middle and working class). The internal bour-

geoisie is increasingly torn by its dual interest in increasing its

short-term profits through its association with the transnational

corporations and its interest in ensuring social stability and long-

term growth. The alliance of local and international capital with

middle- class support that was the social basis for the initial in-

stitutionalization of bureaucratic authoritarian regimes becomes

increasingly tension ridden and fragile. It is impossible to adequately

fulfill both essential state functions under conditions when successful

capital accumulation within the parameters of the capitalist mode o

production requires collaboration with imperialism. The state

attempts to blur its dependence on international capital and i

subordination to foreign interests with increasingly nationals ic

rhetoric and token moves such as defying U.S. requests to bf*?
0

?.

the Moscow Olympics or voting with the "Third World Bloc" in tn

f
United Nations. But it is essentially in the untenable position o

having to limit its international allies (legitimation function) wltn°
nd

discouraging them (accumulation function). As disillusionment an

opposition spread, bureaucratic authoritarian regimes may beco

more nationalistic in substance as well as form. But such a gra
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ent does not significantly alleviate the contradictory pressures

ni"^"
1

g oYI them. Such a movement only displaces the locus of the
1

n along the continuum of nationalism.

^°S

The initial period of enthusiasm in the middle and upper classes

way to growing disenchantment with the regime, a disenchant-

that is manifested in the regime's decreased ability to contain

lllt>n

working-class movement and other manifestations of leftist

lhe
ntent. The initial support for the brutal repression necessary

diSC

0ntain the opposition dissipates as large segments of the middle
l

?

C

= the church, international organizations, and even much of
S

Capitalist class itself come to speak out against death squads,

tention without trial, the repression of civil liberties, and wjde-the a

oread poverty and suffering. The revival of working-class and leftist

pposition (recovering from the overwhelming shock of its initial

effective suppression) is manifested in increasingly militant strikes,

riots, and demonstrations. Because of the underlying contradiction,

(rowing popular pressures come against divisions and loss of will

in the capitalist class, and even in the core of the state itself-the

army. Pressure mounts for a return to parliamentary forms and

allowing the working-class and leftist opposition to operate legally as

well as for expansion of social welfare and more thorough national-

istic measures against imperialism. The regime, and the transnational-

internal bourgeois coalition behind it, is faced with the choice of

resisting such pressures, increasingly relying on systematic repression

in the face of loss of legitimacy, thus risking a violent revolutionary

overthrow (e.g., the path taken by the Shah of Iran), or the peaceful

dismantling of the bureaucratic authoritarian regime with the military

withdrawing into the background. Concessions to such pressure have

periodically occurred in countries such as Argentina.

But the contradictions of capitalist development within the

imperialist framework, which led to the institutionalization of

bureaucratic authoritarianism in the first place, always reassert

themselves. The populist regimes that tend to replace bureaucratic

authoritarian regimes suffer from the same problems as their pre-

decessors, and with the same results. A cyclical process thus tends

to be institutionalized because of the oscillation of the primacy

of legitimation and capital accumulation. The resultant populist-

bureaucratic authoritarian cycle can be ended only by either the

successful completion of capitalist industrialization (a rather unlikely

Possibility given the enormity of the contradictions faced by less-

developed capitalist countries) or by essentially socialist revolutions

that break out of the parameters of capitalist development which
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structure the contradictions responsible for the political Cyc le

Given the rapidly growing working class, a by-product of dependent
industrialization, and the increasingly felt presence of the

socialist

alternative (e.g., the reality of the Cuban solution in Latin America

the powerful shadow cast by China and Vietnam in Asia, and so

forth), it is ever more probable that this latter path will be traveled. 14
THE "ARISTOCRACY OF

LABOR" IN THE ADVANCED
CAPITALIST COUNTRIES

In his very influential work Imperialism: The Highest Stage of

Capitalism (1917) Lenin attempted to account for the relative

nservatism of the working class in England and a few other advan-

imperialist countries. In this chapter empirical evidence for both

Lenin's thesis and a related notion developed in the 1950s and 1960s

by people around the Monthly Review school and the New Left is

examined. The question of whether or not the relative conservatism

of the U.S. working class can be attributed to a material gain from

U.S. imperialism is carefully analyzed.

Lenin argued that segments of the British working class "enjoy

crumbs from colonial advantages" and that herein lay the source

of "reformism" in the British working class. Lenin holds that a

relatively small proportion of the total working class: receives special

Privileges especially significantly higher pay, because of its employ-

ment in those industries that make superprofits from imperialism;

because of its privileges is relatively conservative (i.e., supportive of

the status quo); and because it dominates the union movement and

toe political organizations of the working class, has a conservatizing

effect on the working class as a whole.
Among authors around the journal Monthly Review and among

many associated with the New Left of the 1960s a different version

of the effect of imperialism on workers in the advanced capitalist

This chapter is based in good part on an article coauthored with Peter Dreier (Szymanski

Dreier 1981).

465
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countries has been put forth. According to such influential
auth

0r
as Andre Gunder Frank (1967), Paul Baran (1957), Samir Am
(1974), and Arighi Emmanuel (1972), material wealth has h

ln

transferred from the poor peripheral countries of Asia, Africa ann
Latin America to the advanced countries of North America, Weste
Europe, and Japan to the detriment of the productive classes in th
former countries, and the benefit of those in the latter. In the i960

6

this notion was widely used to account for the relative conservatism
of the working classes in the advanced countries. The idea arose
that at least the "white male" industrial working class, especially

those in strong unions and in basic industries, has been benefiting

economically from imperialism and thus tends to be conservative

supporters of the status quo in which they have a stake. This idea

became virtually hegemonic on the Western intellectual Left of the

late 1960s and early 1970s.

EVIDENCE FOR LENIN'S THESIS OF AN ARISTOCRACY OF LABOR

If the material benefits of imperialism trickle down differentially

to those segments of the industrial working class in industries that

secure the largest share of their profits from imperialism (as Lenin

predicted was the case for Great Britain) then we would expect that

the productive workers in such industries (or perhaps just the crafts-

workers, as Lenin suggests) materially benefit, relative to workers

in industries that are relatively little involved in imperialist activities.

Further, it should be expected that workers in those industries which

are most involved in imperialist activities would be more conservative

than other workers. Even if workers in those sectors of the economy

most directly tied into imperialism do not actually benefit materially,

relative to other sections of the working class, they still might well be

more conservative, either because they think they benefit or because

they are concerned about a high level of employment in their indus-

tries, and feel that without imperialism they might lose their jobs.

In testing whether or not there are segments of the U.S. manual

working class that benefit differentially from U.S. imperialism three

measures of an industry's involvement in imperial activities are used-

first, repatriated income on U.S. direct investments in the less-deve-

oped countries per production worker; second, exports to

less-developed countries per production worker; and third, t

percentage of total product shipments that are to the U.S. military'

These measures are indicators of the potential 'trickle-down

"

from overseas investments, export markets in the less-develope
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untries,
and military contracts.* A fourth possible avenue of

C°

nefit from imperialism found in inexpensive imports from the less-

H veloped countries cannot, of course, be distributed by different

grnents of the manual working class since all workers at the same

ome level are able to buy such goods.

The measures of repatriated profits and exports employed are

those from and to the less-developed world only. This is because

both Lenin's original theory and the contemporary generalization

of it argue that the portion of the superprofits of imperialism distri-

buted to U.S. workers come mostly from Asia, Africa, and Latin

America. These theories suggest that the relatively high living

standard of the working classes in the advanced countries is a pro-

duct of the relatively low living standard of the working classes and

peasants in the less-developed countries.

The median annual earnings of employed craftsmen and foremen

and the median annual earnings of employed operatives for each

of the 17 basic industrial sectors are used as measures of material

gain from imperial activities. As measures of a differential gain of

craftsmen and foremen relative to operatives, the ratio of the median

income of craftsmen and foremen to operatives is examined. The

degree of unionization of each industry is also examined since part

of Lenin's argument maintains that the "aristocracy of labor" is

more unionized than the rest of the working class.

It might be argued that the rate of profit of industries should be

examined as well, since the theory maintains that the "superprofits

of imperialism" trickle down to workers. We might expect then that

those industries which are most involved in imperialism should have

higher profit rates than others. However, this should not necessarily

be expected to be the case. The superprofits the theory refers to

are all "surplus value" (e.g., rents, loan repayments, executive

salaries, royalties, taxes, distributed and undistributed profits,

reinvested earnings) and not just book profits reported in govern-

ment statistics (a rather small proportion of the total surplus),

further, to the extent that superprofits trickle down to workers,

they of course are not part of the surplus (or of book profits) at all,

The profits generated in the raw materials sector (especially in petroleum) come mostly

from the monopolization of world markets rather than from Sexploitation of workers in the

l£s$-developed countries. It is thus problematic as to whether they ought to be included here.

But since wit houi t he imperial domination of the less-developed countries such profits would

Pcure to the less-developed countries, ii is felt that it is appropriate to include them for the

Purpose at hand.
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but rather part of wages. It could even be possible that a firm comd \

earn say twice as much from its operations in the less- developed

countries as it does in identical operations in the United States,
but

that higher domestic wages and salaries made possible by these
potentially higher profits eat up all the extra earnings, and thus that

the firm's overall rate of profit is no different than that of firms not
involved in imperial activities. These factors operating together

with the tendency of the rate of profit to equalize across industries

suggest that any expectation about imperialist-oriented industries

necessarily having a significantly higher than average rate of profit

is probably misdirected.

The basic industrial subsectors of the U.S. economy for which

data on foreign investments are available are examined: aircraft,

chemicals, electrical machinery, fabricated metals, foods and kindred,

lumber, mining, motor vehicles and parts, nonelectrical machinery,

ordinance, paper, petroleum, primary metals, printing, rubber,

textiles and apparel, and stone, clay, and glass. If the aristocracy of

labor thesis holds, it is to be expected that the more involved an

industrial sector is in imperialist-related activities, the higher the level

of material benefits is for workers in that industry.

In the other chapters of this book only the most basic of statis-

tical techniques, namely tabular presentations and averages, have

been used because they are fully adequate to detect the factors at

work on the level of statistical sophistication needed to answer the

theoretically important questions at hand, and because they are readily

understandable. However, because of the complexity of forces at

work in determining relative wage levels in different industries it is

impossible to use simple tabular displays and averages to establish

the real effect of imperial involvement on wages. Somewhat more

sophisticated statistical techniques, namely partial correlation,

which enables us to determine the effect of one variable on another

while "holding constant" or eliminating the effect of other specified

factors, have to be used. The effect of the three hypothesized ways

that workers in different industries could materially benefit fronj

imperialism must be separated from the other major factors tha

affect differential wage levels, and could well be (and in fact are)

spuriously correlated with imperialist activities. .

There are three factors that probably have the greatest effec

on industrial wages and whose effect must therefore be control e

for. First, there is the degree of monopolization of an mdustr
^j

sector, which for our purposes is measured by the percentage of to

|
shipments accounted for by the four largest shippers in each indu^

trial sector. The degree of monopolization of an industry at tec
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ability to grant wage increases by passing increased labor costs on
itS

consumers. The second factor is comprised of the productivity,

Jfjzree of ski11 ' and responsibility of workers, which is measured

h the capital intensity of an industry or the capital invested per

oduction worker. The higher the capital/worker ratio the less

^loortant wages are as a percentage of total costs and the more

"rucial both skilled and contented workers are to profitable opera-

tion Hence, the more likely wages are to be higher. A third factor is

degree of socialization of the labor process within an enterprise

/ie the complexity and extensiveness of the division of labor)

together with the degree of isolation of workers from management.

These factors can be roughly captured by the average number of

workers per enterprise. The degree of socialization of labor and

social isolation of workers from management are important factors in

generating a working-class subculture hostile to management and

conducive to militant unionization-factors that can well result in

higher wages (see Kerr and Siegel 1964; Lipset 1960, chap. 7).

The degree of unionization and the frequency of strikes are also

examined as control factors since such measures of working-class

militance might well be acting autonomously to produce higher levels

of wages, or as "intermediate variables" accounting for at least part

of the mechanism through which the profits of imperialism are

actually transmitted to workers. (Workers with strong unions could

be "taking their share.")

It is necessary to control for the effects of these factors since all

of them could well be expected to produce higher wages for both

craftsworkers and operatives independently of the operation of an

aristocracy of labor effect, and because, at least most of them, can

well be considered to be themselves related to an industry's degree

of imperialist involvement and thus be responsible for spurious

results. For example, it would be justified to regard a correlation

between higher wages and imperialist involvements as spurious if

the relation is caused by higher imperial involvement facilitating

domestic monopolization (by giving certain firms a market edge

through cheaper raw materials or special access to markets), hence

giving a firm the ability to pass on domestic wage increases through

Price increases. However, a relationship between higher wages and

imperialism should not necessarily be regarded as spurious if it

disappears when controlling for either percentage in unions or time

iost in strikes and if it persists while the other factors, all of which can

affect both degree of unionization and militance, are controlled for.

*f such a relationship were to be observed it could be taken to mean

that greater imperial involvements lead to stronger unions and more
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militant workers that effectively demand their share of imperi

profits, i.e., that these latter two processes represent intermedial

variables through which the effect of imperial involvement operates
*

If the trickle-down effect of imperialism is manifested in benefits

to the skilled craftsworkers and/or the less-skilled production workers
then we would expect a significant positive relationship between any
or all of the three measures of imperial involvement of industries

and the mean annual earnings of both operatives and craftsworkers

If the trickle-down effect, as Lenin suggests, affects mainly the more
skilled in those industries with the highest involvement in imperial

activities, then it is to be expected that the ratio of craftsmen to

operative earnings is greater in those industries that are most im-

perially involved.

Simple ("zero-order") correlation coefficients are examined for

the relationships between the independent variables (the measures

of imperial involvement) and the dependent variables (the measures

of gain for craftsworkers and operatives). Partial correlation co-

efficients are employed to control for the effects of the various other

factors that determine wage levels.

In addition to examining the effect of the measures of potential

gain from imperialism on actual economic gain and the degree of

unionization, their effect on a wide range of political attitudes

reflecting a progressive-conservative continuum is also examined.

Since the theory of the aristocracy of labor argues that those

workers who benefit from imperialism politically influence the mass

of the working class, the difference in attitudes between them and

the rest of the working class would not be expected to be as great

as if they had no influence. However, we would not expect the

political difference between the two groups to disappear altogether,

even with considerable influence from the aristocracy of labor, since

the work and life experiences of the masses of workers, including

their lack of material interest in imperialism, would push their

attitudes in a direction opposite from that of the aristocracy. &j

other words, if the aristocracy thesis holds, a significant political

difference should be observed between the two groups, even while

the masses of workers are more conservative than they would be in

the absence of a labor aristocracy.

In analyzing the effect of income from investments, expor »

and military contracts on the eight attitudinal variables, the sia

j^stmethod of comparing the three industries that rank the highes

on each of the three "independent variables" with the average

all industries is used. k
In addition to separately examining the relation between ea

of the independent variables and political attitudes, an attemp

ARISTOCRACY OF LABOR" / 471

made to rank the 17 industrial sectors by degree of involvement

f
jmperial activities, taking into account all three aspects. Because

^
me industries that are heavily involved in imperial activities (such

S°
aircraft and ordinance) have little overseas investments and others

mle or no dealings with the military, each of the 17 industries was

signed an individual ranking on each of the three independent

friabies, and the two highest rankings for each industry were

averaged to give an aggregate score. This score can reasonably

be considered a valid measure of overall involvement in imperial

activities.

Economic Benefit

None of the simple correlations between repatriated income from

the less- developed countries per production worker and worker gain

are greater than +.09, and none are statistically significant at the .05

level (see Table 14.1). When production employees per enterprise,

degree of monopolization of an enterprise, and capital per production

worker are simultaneously held constant, no relationships are statisti-

cally significant. The relationships that emerge when capital per

worker alone is held constant are in the opposite direction from that

predicted by the aristocracy of labor thesis. There seems to be no

tendency for repatriated profits from foreign direct investments of

U.S. industries to be reflected in higher wages for either operatives

or craftsworkers. Income for both operatives and craftsworkers are

actually somewhat lower in those industries that are repatriating

the most profits from their overseas investments (see Table 14.1).

Similar results are found when the relationship between the

percentage of an industry's shipments to the military and the depen-

dent variables is examined. When simple correlation coefficients are

examined the only statistically significant relationship is with the

Percentage of the work force in unions, +.64. The relationship

between percentage in unions disappears when production workers

Per enterprise is controlled for (suggesting that the zero-order corre-

lation was a spurious relation produced by a relationship between

Military contracting and large enterprises).

When all three factors are held constant there is a - .41 relation-

ship with the ratio of craftsworker to operative income. This means
that there is a slight relationship opposite to that suggested by
tne aristocracy of labor thesis, i.e., the more involved a firm is in

Military contracts the lower the differential is between craftsworker
ar*d operative wages. When all three factors are controlled for simul-

taneously it is seen that there is no relationship at all between
either craftsworker or operative income and degree of military
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contracting. Workers in "defense industries" thus do not mak
than workers in other industries because of military conT,

mote
The slight tendency to higher wages in these industries i ?2fD«-
a product of the fact that military production tends to
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?
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,

onmiIitary Producti°n. I*. « is due sol2 (

m

I ZfiSt ^ ° f P anU Th6re iS "° tendency fOT employment
°

the military goods sector to produce an aristocracy of labor
m

When the relation between exports to the less-developed 'count*per worker and the dependent variables is examined a strong?"
relationship ,„ the direction predicted by the aristocrac^/t^
thesis is observed with both the income of operatives and the^of craftsworkers. But there is a relationship in the opposite dir" ?

?here
that

ff,"^ "*^ "*> °* to™ come"There is further no s.gnificant relationship with the percent M
tZ,Z h

°'Ce " Uni°nS
-

fo f3Ct there ls a s^t "eg4™relationship, i.e., opposite from that predicted by the Sbor 5stncracy hesis. All of these relations hold up when the three struma,control variables are taken into account. The more m£££t
Xt, h° on

6 deVe
!?
Ped

,
C°Untri6s the »** the lev" 5w2is tor both operatives and craftsworkers

and fte fWeen 6XP°rtS t0 ^-developed countriesand the dependent factors is examined, controlling for the percentage

U 2.

6

Whenr6 ""1™ ^ '°St * strikes ("I Tab*

for all

Pe'Centage of the^ force in unions is controlled

relat^n^fn h!
10" PS^ stren«thened - indicating that the positive

SDuriou, Lnt f

e" e?°rt indUStri6S and material benefit I not a

tother in , t °i^?u
er unionizati°n » export industries. This

un ons wtn
the

,

effect °f eXporte d°<* °ot operate tow*^li"*T lost in strikes is controlled for, the relations

fc^JjuT
s°mewhat (see Table 14.2). When these two factors

TZn ,
**
h
n

three structural ^ntrol variables are all simul-

ZZZ C°Tll

:
d f°r

'
correlati-s are almost as strong as

oZZ T> ^ u°
ntr0lS

-
The rela«onship between export-

exoortln^ S T ^ Wag6S 18 real
-

lndustries oriented t0

Z h'^ t n'

J

eSS " d
?
Vel °Ped C°Untries h^e higher average incom

orientation
** ^ °peratives

> becau*e of their expo

No positive relationship between degree of imperial involvemenl
and percentage in unions is found. Workers in imperialist-oriented
industries are not disproportionately represented in the labor move-
ment and thus are not in an especially advantageous position to
dominate it for conservative ends (contrary to what Lenin suggested).
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TABLE 14.2: The Effect of Exports to the Less-Developed
Countries per Production Worker, Controlling for
Membership in Unions and Time Lost in Strikes
ca. 1970 (partial correlation coefficients)

Ratin of Crafi1 ioiiu \Jl ksi at I r\l 11 lUal Annual
to ft n&rz}fi\/£> inisUfiiG Of Income of

Annual Inmme* Craftsworkers

Zero order -.48* +.63
b

+.54
b

Controlling for

Percentage in unions -.51
a

+.82
b

+.74
b

Time lost to strikes -.31 +.44
b

+.32

Both percentage in unions

and time lost to strikes -.35 +.71
b

+.62
b

Percentage in unions, time

lost to strikes, degree of

monopolization, capital

per worker, workers per

enterprise simultaneously -.40 +63 a
+.50*

Statistically significant at the .05 level.

Statistically significant at the .01 level.

Sources: U.S. Bureau of the Census 1970a. Table 1 ; U.S. Department of Commerce
1972b, Table 5; U.S. Department of Commerce 1970b, Table 4; U.S. Department of
Commerce 1975c, p. 762; U.S. Bureau of the Census 1975a, Table 3; U.S. Department of
Commerce 1 970c, Table E-6; U.S. Bureau of the Census 1 970a, Table 1 ; U.S. Bureau of the
Census 1970a, Table 4; U.S. Department of Labor 1973a. Tables 1 and 150.

There is thus no support for the aristocracy of labor thesis, even in

the case of export-oriented industries where production workers
appear to gain economically.

Political Attitudes

There is a slight indication that workers in the industries which
repatriate the most profits from the less-developed countries are
slightly more conservative than the average. They are a little less
likely to define themselves as liberals, to support reductions in the
military budget, to think communism might be alright for some
countries, and to be favorably inclined toward the People's Republic
°f China. On the other hand, they are more likely to support the
right of Communists to speak (see Table 14.3). None of these rela-
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tionS are statistically significant, however, indicating that they could

jj be a result of the randomness of sampling.

Workers in the military-oriented industries show no difference

from the average in their political attitudes. They are slightly more

onservative than the average in self-definition, in support of the

military budget, and in their attitudes toward Communists speaking.

On the other hand, they are slightly more progressive than average in

their support of McGovern, their attitude toward welfare spending,

and their attitude toward China. There are no statistically significant

differences between the attitudes of workers in those industries

ra0st involved in exporting to the less-developed countries and the

attitudes of the average worker. On two questions, however, their

attitude toward welfare spending and their feelings about Communists

speaking, they are slightly more conservative than average (see Table

14.3).

Workers in aircraft, nonelectrical machinery, and ordinance, the

three industries which all things considered are the most involved in

imperialist-related activities, are more conservative than the average

in terms of support for McGovern in 1972 and attitude toward

welfare (this latter difference is statistically significant at the .05

level). But otherwise they do not differ from the norm for all

workers. There is no difference between the workers in the most

imperially involved industries and others in respect to their attitude

about Communist military spending or China (see Table 14.3).

There is then no tendency for workers in the most imperially invol-

ved sectors to be more supportive of imperialism than others. Nor is

there any substantial tendency for these workers to be any more

conservative overall than others. Such workers are thus not a special

source of either proimperialist or conservative ideology within the

Working class.

SUMMARY

There is no tendency for the workers (whether operatives or

craftsworkers) in those industries that are the primary military

contractors or in those industries that are the most involved in

overseas investments to gain materially because of their industry's

overseas involvement. Workers, especially operatives, in those
lndustries that export the most to the less-developed countries

do gain materially because of such exports. When the relation

between war industries, investments in the less-developed coun-

ts, exports to the less-developed countries, and overall involve-

ment in imperial activities is examined, no tendency for either
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the workers in these industries to be more supportive of imperially

than the average for production workers, or for them to be consis-

tently more conservative than the average for workers, is found.

There is little evidence in support of Lenin's theory of the

aristocracy of labor for the contemporary U.S. working class. The

only finding in support of this thesis is that workers in export

oriented industries benefit from exporting to the less- developed

countries, although craftsworkers (as Lenin suggests they should) do

not benefit disproportionately, and unions (again as Lenin suggests)

are not especially strong in this sector. The second part of the aristo-

cracy of labor thesis, the thesis that because some workers gain

materially due to a trickle-down effect from imperial activities they

are both more supportive of imperialist policies and generally a

fount of conservative ideas within the working class is in general

not supported. There is little substantial evidence that workers,

whether they do or do not gain materially because of their corpora-

tion's involvements in overseas imperial activities, are either any

more proimperialist or conservative than the average, or that they

are in an advantageous position to dominate the labor movement.

In summary, Lenin's theory of the aristocracy of labor must be

rejected.

THE NEW LEFT THEORY OF THE CONSERVATISM OF U.S. WORKERS

The thesis posed by the New Left of the 1960s and by many

authors around the journal Monthly Review that most workers (or

at least most white male workers in the basic industries) in the

advanced countries in general, and in the United States in particular,

benefit from imperialism might still be true, even if Lenin's notion

nOt. n,gg

It is possible that profits of imperialism trickle down more or

^
equally to most segments of the U.S. working class, so that ther

^
no important differential effect on different industrial sectors,

of the most likely sources of such an effect could be
"une

^
exchange," i.e., raw materials from the less-developed coun

i

can be consumed directly or indirectly by workers in the
eje

countries at costs significantly less than would be the case 1

were free exchange of equivalents (in terms of socially nec

labor time). It might also be the case that the profits repatr

from the less-developed countries originating in either the exp ^
tion of workers or from the monopoly position of U.S. raw ma

rf

transnational corporations that sell primarily to other adv
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capitalist countries might be partially shared out to the working

class
independently of their economic sector. This might be the

case
because of the operation of the stock market and other capital

transfers that even out the general rate of profit.

In this section the size of the various possible sources of income

transfers from the less- developed countries to the United States, as

well as the maximum possible trickle-down effect, is estimated.

Table 14.4 lists various estimates of the possible economic gain

and loss from imperialist activities under various stipulated assump-

tions. The average annual (balance of payments) repatriated profits

on U.S. direct investments in the less-developed countries in the

1976-78 period was $5.8 billion while other investment income

averaged $6.7 billion a year. If we assume that we need not deduct

the new outflow of investment funds from the United States and can

legitimately include the profits made from the monopolization of

world raw materials markets as part of added income in the United

States, and if we further assume that 100 percent of the added

income trickles down to the U.S. people in proportion to their non-

imperialist related income (a mostly unlikely assumption, since

we would expect the transnational corporations to keep a dispropor-

tionate share as retained and redistributed profits), we can estimate

that $12.5 billion was added to the U.S. people's annual income in

the 1976-78 period because of the overseas investment related

activities of the transnational corporations and banks. Most would
agree that the assumptions made in determining this estimate are

unrealistically generous, and that the true gain from overseas invest-

ments is much less. In contrast to this maximum estimate of the
effect of imperialism, a minimum estimate is established by deduc-
ting the repatriated profits that come into the United States from
uivestments in raw materials in the less-developed countries (see the

^gument in Chapter 9), as well as deducting all new investments and
loans. Assuming a 100 percent trickle-down effect, such assumptions
generate an estimate of -$8.1 billion, i.e., $8.1 billion more leaves
the United States in expanded overseas loans and investments than

j

s repatriated from investments and returned from loans in the
le ss-developed countries.

A minimum estimate of the economic gain from unequal trade
with the less- developed countries is made by assuming that the terms
f trade (excluding petroleum) with the less-developed countries
Quay are 25 percent unbalanced in favor of the developed countries.
e 25 percent estimate represents the net movement in favor of the

eveloped countries in the terms of trade between the developed
nd less-developed countries since the middle decades of the nine-
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teenth century, a period when international trade approached

competitive conditions and thus the effect of the monopoly p0Wer

of the advanced countries was presumably minimized (see Chapter

9). A maximum estimate of the gain from trade is made by assuming

that the United States pays only 50 percent of the real value of iu
nonpetroleum imports from the less-developed countries while

receiving payment for its (capital-intensive) exports 100 percent

greater than their real value. Most would agree that these latter

assumptions are too generous and that the effect of the monopoly

power of the advanced capitalist countries is in fact less than the

factor of four assumed here. Under the minimum assumptions

the average annual gain from unequal exchange for the United States

in 1976-78 is estimated to be $8.8 billion, under the maximum

assumptions $52.6 billion. Adding the maximum estimates for gain

from unequal exchange to those from investment produces an overall

maximum estimate of gain from imperialism of $65.1 billion, while

adding the minimum estimates together gives a minimum estimate of

$.7 billion.

The economic gains from imperialism must be balanced against

the costs of maintaining imperialism. Namely, the costs of the U.S.

military beyond that necessary to maintain an adequate national

defense plus such military-related expenses as veteran's payments

and interest on the national debt (both mostly a result of past U.S.

wars) and foreign assistance and other expenses related to U.S.

international relations. In order to estimate what proportion of this

$152 billion was legitimately the costs of national defense and

what portion the costs of maintaining imperialism, the percentage

of the GNPs allocated to the military in Sweden and Switzerland

are compared with that of the United States. Sweden and Switzer-

land are renowned for having effective national defense forces

efficiently designed to protect their countries from external invasio

without having the capacity to invade or threaten other c(^tn(*

n
Neither country, it should be noted, was invaded by the Nazis

World War II. When their military expenses to GNP ratio is apP

i

to the U.S. GNP it can be estimated that approximately $76 bii

was the legitimate cost of a true U.S. national defense, and *

billion was the cost of imperialism. Thus with the maximum assu
^

tions for gain, the net loss from imperialism can be estimated

approximately $14 billion, with the minimum assumptions tor g

$76 billion (see Table 14.4). im-

Table 14.5 compares the gross gain and the net loss rro ^
perialism under a range of different assumptions to figures

^
total population of the United States and U.S. per capita inco"V nS

order to get indications of their significance. Under the assump
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Qf
maximum gain, including 100 percent trickle down, each person

in
the United States is estimated to have had a gross addition to

income of $300 a year in the 1976-78 period because of imperialism.

goWever, on the realistic assumption that the tax burden is distributed

more or less equally in proportion to income (i.e., that the real

incidence of federal taxation is neither regressive nor progressive),

additional taxes to pay for the extra military and related expenses

necessary to maintain imperialism averaged $350 per capita a year.

Thus even on the assumptions of maximum gain and 100 percent

trickle down each person in the United States is estimated to have

lost $50 a year because of imperialism. This net loss represents .7

percent of the average personal income. On the assumption of 50

percent trickle down (i.e., the corporations and banks and their

stockholders get half, the rest of the people get the remainder),

and maintaining the other maximum assumptions, the estimate

of per capita net loss is $200 a year or 2.8 percent of personal

income. On what might well be the most reasonable set of assump-

tions, a 25 percent gain from unequal trade, and repatriated profits

net of new outflows but including income from monopolized world

trade, with the assumption of 100 percent trickle down, the net

loss is estimated at $300 per person or 4.3 percent of total personal

income. In conclusion, no matter how optimistic or pessimistic (in

terms of gain) the assumptions, it is clear that the U.S. people as a

whole do not benefit from U.S. imperialism. To the contrary, they

lose from it.

As was amply demonstrated in Chapter 5, it is the transnational

corporations and banks that gain the tremendous profits of imperial-

ism. These corporations and banks and their stockholders are able

to keep most of these profits in spite of a formally progressive

federal income tax. The cost of maintaining imperialism is not borne
by them, but rather by the average middle and working class U.S.

^payer. Thus what might at first seem like an irrational proposi-

tion, receiving up to $65 billion a year in profits from an enterprise

that costs $76 billion, is in fact quite rational, since those that get

the lion's share of the $65 billion are not those that pay the bulk of

the $76 billion. In other words, imperialism acts as a redistributive

mechanism within the United States, redistributing income from the

Middle and working class to the transnational corporations and banks
^d their stockholders.

°ther Factors That Could Affect Gain

There are additional factors, other than those included in the

discussion so far, that could well affect the material interests of
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working people one way or the other. It has been argued that

^though the total value of raw materials (minerals and foods) from

tke
less-developed countries amounts to only a tiny proportion

0f
the national income, their import qualitatively improves U.S.

productivity and living standards, and these materials could not be

obtained without imperialism. Whether or not the U.S. living stan-

dard is qualitatively dependent upon raw materials imports from the

jess-developed countries (itself a rather dubious assumption—see
Chapter 5), it would be most difficult to prove that imperialism is

the only way that such materials can be obtained (see Chapter 5

for a thorough discussion of this argument).

It has also been argued that U.S. workers gain economically

simply by having jobs, jobs that would not exist in the absence of

heavy military spending. It is in fact the case that the U.S. rate of

unemployment plus those employed in war-related production

in the 1960s was approximately the same as in the late 1930s, thus

demonstrating that, at least for U.S. capitalism, the difference in the

rate of unemployment between these periods was due primarily to

military spending. However, it would be most difficult to show, even
under capitalism, that only high levels of military spending can provide
sufficient jobs, as the full employment economy of Japan has made
abundantly clear. Further, it is clear that socialist-planned economies
would easily be able to provide full employment without necessarily

gning anyone to war-related production. Thus, to the extent that

some capitalist economies higher levels of military spending in

support of imperialism lower the unemployment rate, this is the
case only because of the logic of one particular form of capitalism,
a particular form that need not be taken as a "given."

In fact, during the 1970s there has been a positive relationship

between the proportion of their GNPs that the advanced capitalist

countries spend on their militaries and their rates of unemployment,
he

-, the higher the military spending/GNP ratio, the higher the rate
of unemployment (see Table 15.17). Military spending does not
appear to be a generally efficient way to provide jobs. This is pro-
bably the case because of the high capital intensity of most military-
elated production, i.e., aircraft, high-technology electronics, and
fissile and submarine production are not labor-intensive processes,
^oriey from military contracts thus goes disproportionately to
Purchasing expensive equipment (produced disproportionately by
Monopolized industries) and paying high salaries to managers and
^searchers rather than to creating jobs. Dollar for dollar, spending

e same amount of money on housing construction or subsidizing
t industrial consumer goods would generate more employment.
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It should be noted that the U.S. economy, along with the British

has been the most stagnant of all the major advanced capital^

economies in the post-World War II period. In part this has been

the case because of the heavy spending of productive resources,

especially the most advanced technology and best researchers, 0n

developing nonproductive military equipment, rather than

has been the case with Japan or Germany) devoting their most

productive resources to producing better and cheaper consumer and

producer goods that do well in the world markets (see the discussion

in Chapter 15). .

Imperialism, in fact, results in the loss of jobs, namely the jobs

lost when the transnational corporations transfer their production

operations overseas. It has been estimated that the U S working

force experienced a net annual average loss of between 133,000 and

230 000 jobs in the 1966-73 period because of the export of U.S.

capital (see Table 14.6). The figures reported m Table 14.6 are

based on the assumptions that operations closed down and trans-

ferred overseas do result in some additional jobs m the United States,

e g in providing partially finished goods and other components

to "new overseas operations. The minimum estimate of net job

loss includes only jobs associated with majority-owned foreign

subsidiaries of transnational corporations. Further, it does not

include construction and other jobs lost because the transnational

corporations build their new plants overseas. Also excluded is an

estimate of how many jobs are foregone because of the expansion

of already existing transnational activities overseas financed oy

reinvestment of overseas profits. When these factors are alsc.con-

sidered the estimate of annual job loss increases from YA (
T

230,000 a year, the maximum estimate reported in Table 14 -b
,

The U.S. government study of 298 transnational corporation,

in 1966 and 1970 showed that between these four years the employ

ment of the subsidiaries of U.S. transnational corporations operai _e

overseas increased by 26.5 percent as compared with an
|

n^ea

domestic employment of 5.7 percent. The ratio of all over,

employees to all domestic employees for the ^f^^Zxest
tions increased from .29 to .34 from 1966 to 1970. Iti-of^^

to note that the ratio of overseas to domestic production wo«

1970 for these 298 transnational corporations was .3b as co f
g

to .31 for nonproduction employees. The proportion of all tn

transnational corporations' production workers «*Pl^
e° °

to

increased very rapidly during this period. The ratio of overs ^
domestic production employees increased from 28 percen

^
percent (a relative increase of almost 25 percent in tour y
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TABLE 14.6: Net Loss of Jobs Caused by the Transfer of

the Operations of the Transnational Corporations
Overseas, 1966-73

Minimum Estimates Maximum Estimates

frtt
manufacturing

Food products

paper and allied products

Chemicals and allied products

t Rubber and plastic products

Primary and fabricated metals

i Nonelectrical machinery

Electrical machinery

|

Transportation equipment

Other manufacturing

Agriculture, forestry,

and fisheries

Mining and smelting

oleum

ransportation, communication,

and public utilities

Retail and wholesale trade

Other miscellaneous service

industries

Federal, state,

and local government

Total jobs lost

735,283

57,425

62,244

120,763

44,200

58,064

194,721

113,619

48,782

33,457

33,189

894

5,374

29,282

58,469

195,339

6,748

1,062,577

1,269,972

66,536

96.203

213,382

65,416

110,839

207,773

146,932

60,912

301,980

51,571

15,754

3,731

53,496

107,494

327,521

11,341

1 ,840,878

Source: U.S., Congress, House 1976b, pp. 595-96.

Between 1966 and 1970 there was an increase in overseas employ-

ment of 571,000 production workers and 122,000 nonproduction

workers for all U.S. transnational corporations. The increase in

overseas production employees during this period was 33 percent

and of nonproduction employees 14 percent. This compares with

the increase in domestic employment of production and non-

Production workers of 2.3 percent and 13 percent respectively.

About two-thirds of all jobs lost are in the manufacturing sector,

^ith the largest concentrations of lost jobs in the chemical, nonelec-

trical machinery, electrical machinery, and primary and fabricated

tals industries. It is clear that it is primarily production jobs that
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are being lost to U.S. workers (U.S., Congress, House 1976b Dn
594-95, tables 11, 12, 28, 29). ' P "

The negative correlations between repatriated profit per worke
and the income of both operatives and craftsworkers, which hold*

up even when the effects of capital intensity, size of enterprise, and
degree of monopolization are controlled for, strongly suggest that
workers in those industries with the most overseas investments

in
fact lose economically from their company's overseas investments

(see Table 14.1). Any possible trickle-down effect of repatriated

profits from investments in the less-developed countries seems

to be more than outweighed by the downward pressure on wages

that capital export produces through the export of jobs and the

resulting increase in unemployment.

It should be noted that the statistics reported in Table 14.5 are

for all overseas investments. The number of jobs actually exported

to the less- developed countries during this period can be estimated

at about 20 percent of the total, since the proportion of all growth

in U.S. direct overseas investment in manufacturing that occurred

in the less-developed countries in the 1966-73 period was about

20 percent. The profitability of manufacturing investments in the

less- developed countries very much depends on a "favorable political

climate," i.e., the repression or severe regulation of unions and

strikes as well as of anticapitalist and antiimperialist parties and

organizations, together with the pursuit of economic policies ap-

proved by the International Monetary Fund, policies which are

favorable to most businesses, especially the transnational corpora-

tions. That such is indeed the case has nowhere been more clearly

underscored than in Brazil, where after the United States endorsed

a rightist military coup d'etat against the democratically elected

government of Goulart, U.S. direct investment in manufacturing

radically increased. From a total of $574 million (or 16 percent of

all U.S. investment in the manufacturing sector in all less-developed

countries) in 1966 it grew to $4,684 million in 1978 (33 percent

of the total) (U.S. Department of Commerce 1980a, table lh

Imperialism results in the loss of U.S. jobs because of cheap labo

and "stable" conditions in the less-developed countries.

Imperialism affects the class structure of the advanced countri

as well as that of the less developed. The export of relatively too

^
labor-intensive industries overseas and the consequent impor

labor-intensive goods (such as clothing and labor-intensive elec

^

r°

anCi

goods) increases the relative size of clerical, sales, professional,

managerial employees in the economically active population,
^

well as the relative proportion of the more skilled segments o
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•orking class, in relation to less-skilled manual workers. In the

a
dvanced countries the ratio of employed managers, administrators,

clerical,
and sales employees to wage workers in production in the

late
1970s averaged 1.25 in the advanced countries, and .69 in the

less-
developed countries (see Table 12.1). Part of this difference

jjjust be attributed to the displacement of part of the class structure

0 f the advanced capitalist countries to the less-developed countries,

fhe overall class structure of the world capitalist system dispropor-

tionately concentrates agricultural laborers and unskilled workers

in the relatively labor-intensive industries of the less- developed

countries and professional, managerial, clerical, and sales workers, as

well as highly skilled production workers, in the advanced capitalist

countries.

Part of the difference between the class structures of the less-

developed and the developed capitalist economies in relation to

their ratios of nonproductive to productive employees is also due to

the higher levels of military spending, especially on high-technology

products and research and development, that occur in the imperialist

countries. Contemporary military research, development, and pro-

duction in the advanced countries require relatively large numbers
of scientists, engineers, draftsmen, research assistants, mathemati-
cians, computer operators, administrators, and clerical personnel of

all kinds in comparison to actual production workers. That such a

process in fact operates is indicated by the fact that in Japan, which
spends very little on its military, the ratio of employed administra-
tive, managerial, clerical, and sales personnel to production workers
in the late 1970s was 1.13 and in West Germany, which spends
much less than the United States, it was 1.16, while in the United
States it was 1.46 (see Table 12.1). In sum, it appears that through
both of these processes, the displacement of production jobs overseas
and the distortion of the economy through heavy expenditures on
military research, development, and production, the class structures
°f the advanced capitalist societies are modified by imperialism,
expanding administrative, managerial, clerical, and sales jobs in
Elation to production, especially relatively unskilled jobs.

The transfer of industrial capital and jobs out of the United
totes means that unemployment in the United States grows beyond

J^hat it would otherwise be. The larger the pool of unemployed
I he bigger the "reserve army of labor"), the more workers actively
^eking work. And thus the pressure on those with jobs not to press
°r higher pay, or even to accept decreases in their real wages, grows.
he higher the proportion of the labor force that is unemployed
cause of jobs being exported overseas, the greater pressure is for
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generally lower wages in the United States. Thus, the greate
opportunities for the transnational corporations to invest ov

* ^
by taking advantage of cheap and compliant labor in countries**^8

repressive regimes that restrict unions and strikes, the lower^
general wage level is for all U.S. workers. Thus imperialism, thr

^
guaranteeing relatively labor-intensive investments in low-wage
results in lowering the material living standards of the working t*

8
'

of the advanced capitalist countries. The stagnation in the
take-home pay of U.S. industrial workers since 1965 (the purchas^
power of their paychecks was approximately the same in 1965

Ing

in 1980) must in good part be attributed to the pressure on wag^
in the most advanced imperialist countries due to both the export f
jobs and the loss of export markets to their lower wage competitor°
The stagnation in the wages of U.S. workers has occurred, it must
be noted, at the same time there have been very rapid real wage
increases for most other industrial working classes throughout the
advanced capitalist countries (see Table 15.4).

Last, it must be noted that the material effects of imperialism
on the working class transcend economics. When wars are fought
such as that in Vietnam, it is mainly working-class people who are
killed, injured, and permanently maimed. During the Indochina War
47,072 Americans died and another 153,000 required hospital care
for their wounds (U.S. Department of Commerce 1979a, p. 375).
People from poor families were more likely to be drafted into the
Army, were much more likely to volunteer (because of the lack of
alternative job prospects), were more likely to be sent to Vietnam,
to be assigned to combat, and to be wounded or killed. A study
of those who were killed in Vietnam showed that GIs from poor
families were about twice as likely to get killed as the average soldier

(Zeitlin et al. 1977, p. 146).

CONCLUSION

It is clear that the working people of the United States as a whole
do not materially benefit from imperialism. The material costs of

imperialism incident on them (including the deaths and injuries

suffered by largely working-class soldiers) considerably exceed
any possible trickle-down effects obtained from dominating the

economies of the less-developed world. Moreover, imperialism (as

demonstrated in Chapter 15) results in an especially slow rate of

growth of the U.S. economy that combined with the effect of

unemployment induced by the export of jobs results in stagnation
in the living standards of U.S. working people.

^ wealth of the United States and the other advanced capitalist

T
. .Ho the world today is not the result of the exploitation of

c°un !kine people of the less- developed countries and the transfer

^Itrproduced by them to the developed. While it certainly lS

oi We
that the effect of imperialism has historically been to exploit

ffUe
working people in, and block the economic development of, the

the Hooped countries these processes have not resulted m signifi-

l6SS
;fv subsidizing the living standards of the workers in the advanced

Can
tries through a transfer of value or wealth from the working

°
ifof the less-developed countries to the working classes of the

pe°P
, Zd The wealth of, and the relatively high living standards

deV
7h°e advanced countries is the creation of the working people in

fh'

e countries whose exploitation has been the primary basis for

^ accumulation of capital, capital that largely remains in the hands

0f very few corporations.

SUMMARY

Neither Lenin's thesis of the aristocracy of labor nor the New

Left notion shared by many of those around the journal Monthly

Review can be substantiated. The working class as a whole, as well

as its sectors most connected with imperialist activities, materially

loses from imperialism. It is not the working people of the advanced

countries that have an interest in imperialism, and it is not they who

materially gain. Their material interest is not the motive force for

its continuance. The only class to gain materially from imperialism

is the capitalist class, above all, those segments of it with the greatest

involvement in the transnational corporations that control the

world's raw materials markets, run factories overseas, export to the

less-developed countries, and make the immense profits from

military contracts. It is this class that is the principal political force

behind activities of the imperialist state.



15
THE DECLINE OF U.S.

WORLD HEGEMONY AND
INTERIMPERIALIST RIVALRY

In the post-World War II period the United States was econom-

ically and militarily hegemonic throughout the capitalist world, both

in the advanced countries largely prostrated by the war, and in the

less- developed regions. Since the 1950s, however, the economic

predominance of the United States has been considerably under-

mined by the rapid growth of the other advanced capitalist countries.

The trend is clearly in the direction of the United States becomi

only one among many strong capitalist countries.

THE DECLINE IN THE U.S. ECONOMIC POSITION

In the years immediately after World War II the gross domestic

product of the United States was approximately equal to that

of the entire rest of the world. By 1977 the total GDP of the nine

countries in the European Common Market was almost as large as

that of the U.S. GDP (while it was half the size in 1960). The

share of the GDP of all market economies declined from 45 Percff
of the total in 1960 to 31 percent in 1977. While in 1960 the

Japanese GDP was 9 percent that of the U.S., by 1977 it had grow"

to 37 percent. Further, the U.S. economy has lost considerab

ground to the Soviet Union. (See Table 15.1.) -

c

Throughout the post-1950 period the U.S. rate of econom

growth, along with that of Great Britain, has been one of the slowe

of any capitalist country. In the 1970-77 period, of the maj
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advanced capitalist countries, only Sweden and Great Britain grew

significantly slower than did the United States (see Table 15.2).

The growth rate differentials are in good part a product of the

differential rates of growth in labor productivity. While from 1970

to 1977 the U.S. output per worker hour increased 22 percent, that

of the Japanese increased 35 percent, the West Germans 46 percent,

and the French 42 percent (see Table 15.3).

In spite of the slow increase in productivity m the U.S. economy

in recent years, declining unit labor costs have allowed the United

States to stay more or less competitive with the other capitalist

countries whose wage rates have now almost caught up with the

American. Real wages were virtually stagnant in the United States

in the 1965 to 1980 period in manufacturing. Meanwhile, real wages

in manufacturing increased at an average of around 6 percent a year

in the next five largest capitalist economies. In 1977 Denmark and

Sweden, not the United States, had the highest wage rates m the

advanced capitalist world (see Table 15.4).

The figures for GDP per capita are even more striking. In 1950

no other leading capitalist country had a GDP per capita even 40

percent of that of the United States. But by 1977 all the leading

advanced capitalist countries except Italy were at least at 50 percent

TABLE 15.2: Average Annual Rates of Economic Growth

(percent) '

1960-70 l970-77_

GDP GDP/Capita GDP GDP/Capita

U.S. 4.0 2.9 3.2 2.0

EEC8 4.7 4.0 2.9 2.1

France 5.8 4.8 3.9 3.0

W. Germany 4.9 4.0 2.5 2.3

Italy 5.5 4.7 2.7

U.K. 2.7 2.2 1.8 ';

Sweden
_b

2.9 1.5

Canada 5.2 3.5
3.0

Japan 10.8 9.5 5.4
4.2

All developed u 1
market economies 4.9 3.8 3.4

USSR 7.1 5.9 5.5
4.3

"European Economic Community.
b
Data not available.

Source: United Nations 1979a, Table 6.2
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0f the U.S. level. GDP per capita in West Germany and France in

1977 was over 80 percent that of the United States. From 1960
to 1977 Japan's GDP per capita went from 16 percent of that of
the United States to 70 percent. The gap in per capita wealth among
the leading capitalist countries is rapidly diminishing. Projections

0f current trends suggest that before the turn of the century there

should be little difference among the leading capitalist countries in

either per capita wealth or industrial wages. The era of extraordinary

living standards for the U.S. people is ending (see Table 15.5).

The process of the relative economic decline of the United States

is also illustrated by production statistics for such basic industrial

goods as passenger cars and steel. In 1950 the United States pro-

duced 80 percent of all passenger vehicles in the world. By 1977 this

was reduced to 34 percent. Meanwhile Japan's share rose from less

than .1 percent to 17 percent (United Nations 1978a and various).

In 1950 the United States produced over half of the world's steel;

by 1977 it slipped to 17 percent. Japan produced only 5 percent
as much steel as the United States in 1950 but 90 percent as much
in 1977. All the other leading capitalist countries except the United
Kingdom have significantly increased their steel and passenger
vehicle production relative to the United States since 1950. In

addition, it should be noted that the steel production of the Soviet
Union in the late 1970s considerably exceeded that of the United
States (United Nations 1978a and various).

TABLE 15.3: Increases in Unit Labor Costs and Output per

Man-Hour for the Major Advanced Capitalist

Countries, 1970-77

Percentage Increase in Percentage Increase in

Unit Labor Costs Output per Man-Hour
(1970 U.S. constant dollars)

U.S. -7.7% 21.7%

Prance 38.1 41.7

W. Germany 53.7 45.6

Italy
27.1 37.9

Netherlands 59.5 54.3

U.K.
20.2 16.5

Japan 86.2 34.7

Canada 5.4 29.1

Sources: U.S. Department of Commerce 1979a, p. 437; U.S. Domestic and
"ternational Business Administration 1979, Table 64.
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TABLE 15 4" Wages in Manufacturing in the Advanced

Capitalist Countries

1977 Wages Annual Average Increase in Real

(U.S. dollars) Purchasing Power ca. 1967-77

l7s S5.67
10%

Canada 6.01 3.7

France 256

W. Germany 4.80 4 3

Italy
3.57 112

Netherlands 4.38 42

Japan 4-32 7.3

Sweden 6.82 3.5

Switzerland 4.27 13

U.K. 2.81 27

Denmark 6.91 50

Source. Business International 1979, January.

1 1 QU.o. S5.67

Lianaua 6.01

France 2.56

W. Germany 4.80

Italy
3.57

Netherlands 4.38

Japan 4.32

Sweden 6.82

Switzerland 4.27

U.K. 2.81

Denmark 6.91

The trend toward decline is present but less striking in energy

consumption. While in 1950 the United States consumed about

50 Percent of all the energy produced in the world, by 1976 this was

reduced to 30 percent (United Nations 1978a and various). The

fact that the U.S. share has not declined as rapidly as has its share

of other measures suggests that the United States is increasingly

consuming beyond its productive base.

THE RELATIVE POSITION OF U.S. TRANSNATIONAL CORPORATIONS

The declining economic position of the United States is reflected

in the international position of its leading corporations. Foi
:

examP

^

while in 1965 76 percent, and in 1970 64 percent, offtewoU

50 largest industrial corporations as measured by^f0
were^t

°
were

the United States, in 1974 48 percent and in 1978 42 percent wer

based in the United States {Fortune 1978 and various)

In 1971 U.S. transnational corporations were the largest ins

of nine principal industrial sectors (all but food and

where transnational corporations are clustered. But by xv

#

based transnational had slipped to being the largest in
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position in food and pharmaceuticals to European- and Japan
based firms (United Nations Economic and Social Council itvff"

p. 54).
y '8

>

The decline in the U.S. international position is reflected
in th

trends in relative size of the world's leading commercial banks dur
the last few years. In 1970 six of the ten largest commercial bank*
in the world as measured by assets were U.S. based, but in 1978 on]
two of the ten banks, the Bank of America Corporation and Citico

*

(which still however ranked first and second), were among th*
world's largest ten banks (Fortune 1978 and various).

In 1971 U.S. transnational banks had 51 percent of all the
affiliates in the less-developed capitalist countries of the 50 largest
transnational banks. In 1976 they had 41 percent. In 1971 U S
transnational banks had 32 percent of the total assets of the lar

'

50 banks in the world, and in 1976 they had 24 percent (Uni
Nations Economic and Social Council 1978, p. 215).

However, in terms of overseas assets, U.S. private transnational
banks in the 1970s grew considerably more rapidly than those of the
other leading capitalist countries. In 1970 the overseas assets of U.S.
commercial banks totaled just $7.7 billion as compared to $37.0
billion for British deposit banks, $14.5 for West German deposit
banks, and $8.2 for French deposit banks. However, by 1978 U.S.
overseas commercial bank assets grew to $101 billion (an increase of
13 times), putting U.S. overseas bank assets ahead of all but the
British (who still led all countries with a total of $216 billion). The
overseas assets of French and German deposit banks, although they
too increased rapidly, shrank relative to the U.S. share. In 1978 both
had approximately 75 percent of the overseas assets of U.S. commer-
cial banks. U.S. private banks that in the post-World War II period

were not heavily involved in overseas lending were swept into a

strong position largely by the deposit of funds from the OPEC
countries which they then lent out, largely to the less-developed
capitalist countries. Thus, the improved position of U.S. transna-

tional banks in overseas loans is more a measure of the confidence
of OPEC depositors in U.S. banks together with the needs of oil-

importing countries for short-term loans than a measure of the

inherent strength of the U.S. economy (see Table 15.6).

THE U.S. INTERNATIONAL INVESTMENT POSITION

U.S. investment in the economies of the other advanced capitalist

countries has been growing rather rapidly. In 1967 the sales of U.S.

transnational corporations within the European Common Market
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accounted for 7.9 percent of this region's total sales as compared

to 12 3 percent in 1976. The U.S. transnational share in 1976 was

greatest in the United Kingdom, where 22 percent of all sales in 1976

were by U.S. transnational corporations. The U.S. transnational

corporations accounted for almost half (in 1976 45 percent) of all

sales in Canada, a percentage that has been rising. The U.S. share in

the Japanese economy, however, remains very low (3.6 percent in

1976). U.S.-based transnational corporations account for a even

larger share of the total exports of the other advanced capitalist

countries than they do of their domestic sales. In 1976 13.8 percent

of all the exports from the European Common Market were by

U.S.-based transnational corporations (in the U.K. 27.5 percent of

total exports). Over half (52.6 percent) of Canada's exports in 1976

were by U.S.-owned transnational (see Table 15.7).

As rapidly as U.S. direct investment in the economies of the

other advanced capitalist economies has been growing since 1972,

the investments of these countries in the United States have been

growing considerably more rapidly. The long-run tendency for the

ratio of foreign investment in the United States to U.S. investment

overseas to decline was reversed in the early 1970s. While in 1972

foreign investment in the United States amounted to 16.5 percent

of U.S. investments overseas, it rose to 24.3 percent by 1978. The

ratio of European, Canadian, and Japanese investments in the United

TABLE 15.7: The Significance of U.S. Transnational Corpo-

rations in the Economies of the Other Leading

Capitalist Nations, 1976 (percent)

Overseas Sales of

Subsidiaries/Total

Total Subsidiary Sales/GDP Exports of Country^

1967 7972 1976 1976

France 4.8 6.8 7.7 8.5

W. Germany 6.5 7.8 9.9 8.3

United Kingdom 13.5 15.8 22.0 27.5

European Economic
Community (9) 7.9 9.6 12.3 13.8

Japan 2.1 2.3 3.6 1.7

Canada 43.5 42.8 45.4 52.6

Sources: United Nations 1978b; 1979a, Table 1A; U.S. Department of Commerce

1978a.
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States to U.S. investments in these same countries meanwhile rose

from 23.2 percent in 1972 to 30.4 percent in 1978 (see Table 15.8).
While U.S. investment in the Western European economy is

substantial and growing, and in a few sectors close to predominant,

for the most part U.S. transnational corporations play quite a secon-

dary role in comparison to enterprises owned and controlled by
Europeans. This means that European exports and overseas invest-

ments as well as the principal economic and political pressures

operating on the European states originate largely within indigenous

capitalist enterprises.

In France foreign investment accounts for more than 50 percent
1

of total sales in petroleum, agricultural equipment, electrical and

electronic equipment, and chemicals. Foreign investment also

represents a significant share in the precision machinery, rubber,

and plastics industries as well. However, in 1978 about 52 percent

of foreign investment in France was from other EEC countries and

only about 15 percent from the United States. The French govern-

ment has been pursuing a policy of reducing the influence of U.S.

corporations in the French economy. For example, in 1976 the

government forced ITT to sell its telecommunications subsidiary to

a French group. In the same year it required Westinghouse to reduce

its holdings in the French nuclear power plant group from 45 percent

to 15 percent with total phaseout expected within a few additional

years (Business International 1979b, December).

Foreign investment in Germany predominates in oil refining,

about 80 percent; glass, cement, and bricks 54 percent; foods 54

TABLE 1 5.8: Ratio of Foreign Investment in the United States to

U.S. Direct Investments in Foreign Countries

All Countries Europe, Canada, and Japan Only

1970 .175 .248

1971 .168 .236

1972 .165 .232

1973 .203 .253

1974 .228 -268

1975 .223 270

1976 .225 -272

1977 .231 .288

1978 .243 -304

Sources: U.S. Department of Commerce 1979b and various.
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percent- and electrical machinery 51 percent. It is also strong j$

iron and metals at 50 percent; plastic and rubber 48 percent; pulP)

paper, and boards 40 percent; automobiles 37 percent; and chenv

icals 33 percent. Among West Germany's 30 largest corporations are

nine foreign subsidiaries, including Exxon, GM, Ford, IBM, Texaco,

and Mobil Oil. Between 1961 and 1978 about 38 percent of all

new foreign investment was from the United States (Business Inter-

national 1979b, April).

Approximately 110 of the United Kingdom's largest 500 non-

financial corporations were foreign owned in 1977. The largest

of these included ESSO, Ford, Texaco, Xerox, and Woolworth's.

About two-thirds of foreign investment is held by Canadian and U.S.

companies. However, in 1976 only about 40 percent of new invest-

ment flows (other than insurance and petroleum) and 37 percent

of foreign acquisitions of U.K. companies were by North American

companies (Business International 1979b, December).

Unlike Europe's economy, the Canadian economy can in good

part be considered an appendage of the United States. Foreigners

controlled 54 percent of the Canadian manufacturing sector in 1976,

including 73 percent of the chemical industry, 69 percent of the

electrical products industry, 92 percent of petroleum and coal,

67 percent of nonelectrical machinery, and 40 percent of paper and

related products. U.S.-controlled companies accounted for about

75 percent of all assets of all foreign-controlled corporations with

another 10 percent being accounted for by British capital. A total

of more than 3,300 U.S. corporations have branches or subsidiaries

in Canada (Business International 1980, January).

In summary, other than the Canadian economy, which is largely

an extension of the United States', the economies of the other

advanced capitalist countries are increasingly mutually interpene-

trated with the U.S. economy. While the United States has about

three times more invested in them than they do in the United States,

the U.S. relative advantage is being undermined as investment rro

the other advanced countries grows much more rapidly in the Um e

States than U.S. investment grows in Europe. Undoubtedl^J0s
major reason for the reversal of the long-term trend in the 19

has been the transformation of the relative wage situation betw
^

Europe and the United States. While for the first generation ai

World War II labor costs were much less in the European econon\
e

than in the United States, by the late 1970s this was no longer

case. In most of the economies of northwestern Europe labor c^
were more or less equal to, or in some cases greater than, that o

United States. The incentive for capital to invest in relatively
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ge
areas that had long drawn capital across the Atlantic to Europe

•

g n0w increasingly operating to bring capital to North America.
1

European capital, unlike Canadian capital, appears to be largely

independent of U.S. capital. In some situations it acts in joint

enterprises with U.S. capital, but for the most part it operates

autonomous enterprises in competition with it. It would seem that

in tight markets or, in times of recession, that the competition

between the two could become intense, both in Europe and in

America, with each side employing their states in support of its

economic interests.

The United States replaced Great Britain as the leading overseas

investor in the 1940s. In 1960 almost 60 percent of the value of

the overseas investment of all the developed capitalist countries in

all other countries was that of the United States. But since the

1950s the U.S. share has been declining. In 1976 it stood at 48

percent. West Germany, Japan, and Switzerland have all considerably

increased their share of total overseas investments since 1960. In

1976 Great Britain had 11.2 percent of total overseas investments,

West Germany 6.9 percent, and Japan 6.7 percent (see Table 15.9).

In 1967 the U.S. share of foreign investment in the less-developed

countries was 50.4 percent of the total. This compared to 19.9

percent for the United Kingdom, 8.1 percent for France, 5.1 percent

for the Netherlands, 4.4 percent for Canada, 3.1 percent for West

Germany, and 2.1 percent for Japan. The various advanced capitalist

countries concentrated their investments in different regions of the

world. In 1967 Great Britain (with 30.0 percent) and France (with

26.3 percent) were the principal foreign investors in Africa, followed

by the United States with 20.0 percent and the Netherlands with

14.5 percent. African investment remained largely in the hands of

the former European colonial powers. This is seen by Britain's

continued dominance in its former colonies (e.g., Nigeria, Zambia,

Kenya, Ghana), France in her colonies (e.g., Algeria, Gabon,

Morocco), and Belgium in Zaire. That a similar situation prevailed

in the mid-1970s can be inferred both from the trends reported in

Tables 15.9 and 15.10 and the fact that although U.S. investment

in Nigeria increased to 31.4 percent of total foreign investment in

that country, it was still only two-thirds the size of British invest-

ment (see Table 15.10).

In South and Southeast Asia in 1967 Great Britain predominated

in foreign investment with 41.5 percent of the total, followed by

the United States with 35.6 percent. But since the mid-1960s, Japan

has come on very strong throughout Southeast Asia to replace the

United States in a number of major countries as the leading foreign
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investor. In 1967 in South Korea the United States held 92.3
percent of ail foreign investment, with Japan holding only 4.2
percent. But by 1975 the U.S. share had declined to 19.1 percent,

with Japan's rising to 72.7 percent. In Thailand the U.S. share

declined from 40.2 percent to 16.6 percent, with Japan's rising

from 19.7 percent to 48.5 percent; and in Indonesia the U.S. share

dropped from 73.2 percent to 13.0 percent while Japan's rose to 71.8

percent. The United States was even challenged in the Philippines,

where its share declined from 88.4 percent to 53.0 percent, with

Japan's rising to 26.8 percent. Great Britain held its own as the

preeminent foreign investor in India (about 64 percent in both 1967
and 1974), but lost her position in Hong Kong to the United States

and Japan.

In the Middle East, the United States was the predominant

investor in 1967 (and presumably in the mid-1970s as well). Fifty-

seven percent of all foreign investment was that of the United States,

while 27 percent was British. The United States was the preeminent

foreign investor in Latin America in both the 1960s and 1970s, with

its share declining but little between the two periods. In 1967 the

United States held 64 percent of the total, followed by Great Britain

with 9 percent and Canada with 7 percent. The U.S. share of all

foreign investment in Brazil increased from 35.6 percent in 1967
to 37.4 percent in 1976 and in Mexico from 76.4 percent to 77.9

percent, but it declined in Argentina and Colombia. In 1976 the

second and third largest investors in Brazil (the biggest and most
rapidly growing economy in Latin America) were West Germany
(14.4 percent) and Japan (13.0 percent), indicating their overall

strong and improving position in the region.

In the 1973-76 period approximately 53 percent of all new
direct investment flows from the developed capitalist to the less-

developed capitalist countries, compared to roughly 50 percent from
1965-72, were from the United States (United Nations Economic
and Social Council 1978, p. 249). In the 1973-76 period about 11

percent of all such flows were from Japan, 10 percent from West
Germany, and 9 percent from the United Kingdom. While new
direct investment flows are only one source of growth in overseas

investments (reinvested earnings and transnational bank loans are

two other very important sources), it is clear that the United States

is still the major overseas investor in the less-developed countries,

and should remain so for some time.

In summary, it appears that the biggest decline in the U.S. invest-

ment position in the less-developed countries during the 1967-75
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period was in Southeast Asia, where it was largely displaced by
Japan. The decline in the U.S. investment position, it should be
stressed, was rather mild as compared to the decline in the measures

of the domestic strength of its economy and in its export position.

In relative terms, the United States remains in a very strong position

in overseas investments in the less-developed countries, with only
a relatively slow tendency to decline relative to its distant rivals.

THE U.S. INTERNATIONAL TRADE POSITION

In the post-World War II period the United States overwhelmingly

dominated the world's export trade. But since the 1950s its position

has been declining. In 1960 U.S. exports were almost a quarter of

the total of all the advanced capitalist countries. In 1978 the U.S.

share had declined to 16 percent. In 1978 West Germany surpassed

the United States as the world's leading exporter (see Table 15.11).

The declining overall export position of the United States is

reflected in its declining preeminence in the markets of Asia, Africa,

and Latin America. In the 1970s both West Germany and Japan

overtook the United States in total exports to Africa. Japan sur-

passed the United States in the markets of South and Southeast Asia

while Germany reached two-thirds of the U.S. level. In the Middle

East by the end of the 1970s the United States, West Germany,
and Japan were running neck and neck as the principal exporters

to the region. Only in Latin America was the United States still

predominant. But even here its position slipped, with the Japanese

gaining rather rapidly. Overall, the U.S. share of all exports from

the developed to the less- developed capitalist countries declined

from 31.9 percent of the total in 1965 to 24.6 percent in 1977,

while the Japanese share increased from 13.9 percent to 21.5 percent

(see Table 15.12).

The slipping U.S. lead in high technology has been reflected in

the changing composition of the trade between the United States

and the other advanced countries. In 1963 the ratio of U.S. capital

goods exports to other advanced countries to imports from them

was 2.6. By 1973 the ratio was 1.0. By 1973 Japan's ratio had

exceeded 1.0, with this country now exporting more capital goods

to the other advanced countries than it imports from them. U.P*

industry retains its technological superiority and hence its principal

export edge in only three high-technology areas: aerospace, com-

puters, and certain branches of electronics (Volk 1979, p. 61).
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THE DECLINE IN THE U.S. INTERNATIONAL POLITICAL
AND MILITARY POSITION

While the U.S. transnational corporations' and banks' share of
the economies of the less-developed countries has fairly much held
its own through the 1970s in spite of the significant weakening
of the U.S. domestic economy relative to that of the other advanced
countries, such has not been the case with the supportive role of
the U.S. state. Between 1970 and 1977 the U.S. share of "net official
development assistance" extended to the less-developed countries
by the advanced declined from 45.3 percent to 28.3 percent of the
total. As a percentage of the U.S. GNP this represented a decline
from .31 percent to .18 percent (the lowest ratio of any major
advanced capitalist country). In 1977 the French were offering 54
percent as much as the United States, the Japanese 36 percent, and
the West Germans 31 percent as much (see Table 15.13). It should
be remembered that foreign assistance is both an export subsidy to
a country's major exporting corporations and a mechanism of
exerting pressure on the less- developed recipients. Thus is should be
kept in mind that the relatively high French, Japanese, and West
German levels of assistance in good measure represent subsidies to
their transnational corporations in their competition with those of
the United States (see Table 15.13).

The declining economic position of the United States is reflected
m its declining military position in relation to the other leading
countries in the world. As a percentage of its GNP, U.S. military
expenditures declined more than for any other leading country
between 1965 and 1977. This ratio went from 7.6 percent to 5 4
percent. In 1965 the U.S. ratio was 25 percent greater than the
average of the other seven leading countries. In 1977 it was 5
Percent less. In 1965 the U.S. spent 65 percent as much as the total
of the other seven leading countries. In 1977 it spent 45 percent
as much. It should be noted that the relative decline in the U.S.
Position in relation to the other advanced capitalist countries is
caused by cutbacks in U.S. expenditures, not by increases in the
Military expenses of the others. The United States continues to
suPply the "military umbrella" for the rest of the imperialist world,
and thus to bear the greatest part of the cost of imperialism, even
while its share of the economic benefits has declined. It should
also be noted that Soviet military expenditures as a percentage of
rts (imputed) GNP have declined consistently. Thus the relative
decline of the U.S. position in relation to the USSR is not due to

I ^creases in Soviet military spending (see Table 15.14).
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The slippage in the U.S. military position is more sharply seen

when the relative size of its armed forces is examined. In 1965 the

United States had a per capita ratio of armed forces 100 percent

larger than the average of the other seven leading countries. In 1977

this had declined to 35 percent greater. The total number of troops

of the United States was 33 percent of the total of the other seven

leading countries in 1965 and 18 percent in 1977. Again, the decline

in the U.S. position in relation to the other leading capitalist coun-

tries is a product of the reduced size of the U.S. military, not a result

of the expanding militaries of the others. Both the Chinese and

Soviet military establishments have, however, increased considerably

since the mid-1960s (see Table 15.15). This is probably in good part

caused by their growing mutual antagonism in this period, rather

than by anything having to do with the West.

In spite of its relative decline, the United States remains the

leading military power in the world because of its sophisticated high-

technology equipment and fire power. But as the defeat m Indo-

china and U S. reluctance to get involved in Angola and elsewhere

have shown, the United States has had difficulty in translating its

technological advantage into military success.

AN ANALYSIS OF THE U.S. DECLINE

The United States occupied an especially privileged position

in the world capitalist system from the period after its Civil war

in the 1860s through the 1960s. In these years it maintained me

highest wages and highest living standards for workmg people ol any

capitalist country. The rich resources and open spaces of the Norx

American continent, the massive migration of European pea ants

seeking work in the United States, and the free reign given to
^

pnva

enterprise in the post-Civil War period promoted an especial y mg

rate of growth as compared to the other European W^f"
tries through the World War II period. This high rate of

Jpo*

together with the relative scarcity of labor as compared to re*°

led to relatively high wages in the new world. Capital and
la

tend to flow to those areas where their advantages are maxim
^

Millions of peasants migrated to the United States in searc

relatively high-paid work between 1870 and 1924. Sigmh

quantities of European (mainly British) capital likewise
,

cx

the Atlantic to take advantage of high-profit opportunities

United States. «~»«iit/ high

The special conditions that gave rise to the exceptionally

wages in the United States as well as to the exceptionally
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rate of growth were systematically undermined by the migration

of labor and capital, and by the adjustment of the labor/resources

level in the United States to that of Europe. After World War n
there was a massive investment of U.S. capital in Europe. The
lower wages combined with a high level of skills in that continent

stimulated high rates of investment, causing exceptionally low rates

of unemployment and rapid rises in the levels of wages and thus in
living standards. By the mid-1970s conditions in northwestern

Europe and the United States had pretty much evened out. There
were now more or less equivalent labor costs and working-class

living standards in both regions (taking into account the much
higher level of welfare, or the "social wage," in most of Europe

as compared to the United States, which provided free to European

workers with lower take-home pay what U.S. workers had to purchase

out of their paychecks).

The equalization of rates of economic growth and wages was

considerably facilitated by the operation of export markets. The

countries with the lowest wages and most efficient production

(e.g., West Germany, Japan, France) took markets away from the

high-wage, relatively less-efficient producers (United Kingdom,

United States), thus accelerating the former's capital accumulation,

rate of economic growth, and rise in wages. Wages rose rapidly in

these countries because of the low levels of unemployment induced

by rapid economic growth. The considerably higher unemployment

rate of the United States in the 1950s and 1960s as compared to

that of Japan and Europe was the other side of the coin of the

much higher wages in the United States. The equalization of labor

costs has brought with it a considerable decline in the differential

unemployment rate. While the average rate of unemployment in

the United States had, through much of the 1950s and 1960s, been

three or four times higher than that of its leading competitors, by

the late 1970s this difference virtually disappeared. The rate of

unemployment in the United States was 6.0 percent in 1978, 5.7

percent in Britain, 5.3 percent in France, and 3.9 percent in West

Germany (see Table 15.16).

There have been additional factors at work in the U.S. decline

(as well as in that of the United Kingdom). Two of the most imp°r-

tant factors are the drag effects associated with being the leading

economy in the world: first, the high costs of being the first o

develop technical innovations (which then can be adopted witho

much cost by others); and second, the high costs of maintairuB

military hegemony (especially of developing advanced mllr*V
t

technology and maintaining a world military presence) encumbe
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TABLE 15.16: Unemployment Rates among the Advanced
Capitalist Countries

r__ 1970 7974 1978

France 1.3 2.3 5.3

West Germany .6 2.2 3.9

Italy 3.4 2.9 7.0

Netherlands 1.0 2.9 »

Sweden 1.5 2.0 2.2

United Kingdom 2.5 2.4 5.7

Japan 1.2 1.4 2.2

U.S. 4.9 5.6 6.0

"Data not available.

Source. International Labor Organization 1979, Tables 4 and 10.

on the leading state (and states) as the condition for maintaining
their position.

The leading economy in the world must bear the costs of the
development of new technology. Other advanced countries are

in good measure able to more or less copy the advanced technology
developed by others and devote themselves to producing commod-
ities, utilizing such technology cheaper, or simply selling it more
effectively, without having to bear the costs of research and develop-
ment. The fact that the leading country (countries) must devote
more of its (their) resources to research and development than do
other countries also means that the nonleading advanced countries
can devote more of theirs to productive investment, and thus grow
more rapidly.*

A fundamental contradiction in being the leading imperial power
m the world system results from the tremendous investment in both
the development of military technology and in maintaining a world
military presence that the leading power(s) must sustain. In order
to secure the profits of empire for the transnational corporations
that politically dominate the metropolitan states, a strong world
military presence is required that can suppress or intimidate attempts
to arouse socialist or nationalist revolutions. A strong military may
also be necessary in order to maintain the leading position of one's

*See Veblen 1915 for an analysis in these terms of Germany's rise relative to
tain's in the pre-World War I period.
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+ - „oi mrnorations in the less-developed countries against

SEE?rr^ transnati^ corporations of other core

rounds (such as the competition of rising German and Japanese

rSsm with the predominant imperialism of Great Britam andK Tthe first half of the twentieth century). Further, a strongS » in the second half of the twentieth century, necessary a

fto contain the economic growth and political influence of

the rapidly growing socialist countries that threaten by example,

nspiration! and assistance to detach Asia, Af*<» and Latin America

as well as more of Europe from the world capitalist system

In Se past generation the leading advanced capitalist country

the United States, has not only paid the costs of preserving and

advancing the economic interests of its own transnational corpo-

rations, but has paid much of the costs for securing profitable

"vestment opportunities for the transnational «

the secondary capitalist powers as well. The United states has

functioned as "the world's policeman" in defense of the property

rights of all transnational corporations. It has provided an imperial

"umbrella" under which the lesser capitalist countries such as

sSld, Sweden, the Netherlands, Japan Italy and Belgium

operate, without having to pay the costs of mihtai:y hejemony-

Maintaining military hegemony requires that a considerable

propor^n of on? potential investment funds (funds that^otherwise

3d have been productively invested) must bea™£—
development and maintenance. What is especiaUy

economic growth is the necessary allocation of a diBproporbo ate V

high proportion of a country's best scientists and research^capacity

to developing new weapons systems, thus diverting them -way from

developing productive innovations that would increase

and enhance the international trade position of the leadingscountiy-

Countries that do not attempt to develop the most advanced m£W
technology can allocate much more of their research capac y

to developing better and cheaper goods,

world export position of the leading economic aiid mihtory^

as well as investing a considerably higher proportion of^then

^

product in industrial development. The result is^
that thej

economic and military powers in the world syste *^entury

century Great Britain, and in the mid- and late-^entie*h

the United States) have their leading economic position

rapidly undercut by the countries on their tails.

*See Melman 1965 for an in-depth analysis of the U.S. economy in these
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As with the effect of being the leading technological innovator
the effect of being the leading military power is contradictory'
The attempt to stay number one economically necessarily results
in a country losing the leading economic position because of the
tremendous drain of being first. There can be no long-term stability
in the monopoly capitalist world system. Economies and states
are in constant flux.

Table 15.17 shows that heavy military spending and the conse-
quent allocation of scientific and technical resources to military
research and development in fact results in slow ratios of productivity
increase, and hence in slow rates of economic growth. The 18 largest
and wealthiest advanced capitalist countries are divided in half into
those that spend proportionately the most and the least on the
military. Their rates of unemployment and economic growth are
compared. The nine that spend relatively the most are seen to have
a somewhat higher rate of unemployment with 3.1 percent versus
2.9 percent (1970-76 annual average), and a slower rate of growth
whether measured by the rate of increase in GDP (3.2 percent versus
3.6 percent) or GDP per capita (2.3 percent versus 2.7 percent)
(see Table 15.17).

The drag effect of being the leading economic and political
power in the world had the effect of reducing Great Britain to a
lower level of wages and economic growth than would have been the
case simply through an equalization of economic conditions induced

TABLE 15.17: Relationship between Military Spending and
Economic Stagnation for the 18 Leading
Advanced Capitalist Couintries

The Nine Countries The Nine Countries
with the with the

Highest Military/

GNP Ratios"

Lowest Military/

GNP Ratios
b

Military spending/GNP 1974 7.0% 2.0%
Percentage unemployed
1970-76 average 3.1 2.9

ncrease in GDP 1970-77 3.2 3.6

'^crease in GDP
Per capita 1970-77

B|o^„, , , „ .... _

2.3 2.7

Israel. U.S., U.K.. France. Sweden, Netherlands, Norway. Italy
Canada. Finland, Austria, Japan, Switzerland, Denmark. Belgium. Australia. Spain

sources. Sivard1977; International Labor Organization 1979; United Nations 1978c
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by capital and labor flows and competition in export markets. The

special costs incumbent on Britain's leading economic and military

role resulted in her position sinking below that of other northwestern

European countries. It can be expected that what happened to Great

Britain will also happen to the United States, especially as long as

this country attempts to exert military hegemony over much of the

world. The expensive costs of empire can be expected to result in the

lowering of the U.S. wage level and standard of living to significantly

below the level of the other advanced capitalist countries of Europe

and Japan, just as it did in the case of the U.S. predecessor as the

leading imperialist power.

The evaporation of the traditional difference between the Euro-

pean and the U.S. working class in the 1970s not only encompassed

the disappearance of the difference in wages (take home plus the

"social wage" of supplementary services), and the disappearance

of differences in unemployment, but to a considerable extent the

availability of social welfare programs. During the course of the

1960s and the 1970s U.S. federal government spending on education,

health, housing "income maintenance," and so forth increased

rapidly while there tended to be stagnation or even a reversal in

European welfare programs. In 1960 the ratio of federal social

expenditures to military expenditures was .48, in 1970 .89, and in

1979 2.26 (see Table 15.18).

The rapid rise in social expenditures in the United States appears

to be caused by the factors discussed by James O'Connor in his

TABLE 15.18: Ratio of Total U.S. Federal Social Expenditures

to Direct U.S. Milita ry Expenditures, 1960-79^_

U.S. Direct Ratio of Social

Military U.S. Social to Military

Expenditures* Expenditures
6 Expenditures^

1960 $45.2 $21.9 -48

1965 47.5 33.2 ™

1970 78.6 70.2 89

1975 85.5 163.0 1-9 1

1979 114.5 259.0 2^26^^

a
Category of "National Defense" only.

. an
bSum of budget categories of income security, health, education, tram y ^

employment, natural resources and environment, and community ana

development.

Source: U.S. Department of Commerce 1979a, p. 257.
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fhe Fiscal Crisis of the State (1973). The sharp international com-
petition that has been preventing a significant rise in real wages,

thereby keeping U.S. goods competitive, has also been forcing the

U.S. state to take up the slack by increasingly bearing the costs of

"fringe benefits," socializing more and more of what used to be
provided directly by the private corporations to the workers.

What we can expect politically from the economic decline of

the United States to the level of the rest of the advanced capitalist

countries is that the politics of its working class, which for so long

has been unique among the advanced countries, should come into

line with the rest. The conservative politics of the U.S. working

class has been a product of the unique economic position of the

United States through most of the twentieth century. The massive

immigration from Europe to the United States until the 1920s
produced a high level of ethnic identification and ethnic antagonism

rather than class consciousness, as well as an upward mobility of

ethnic groups, which together with relatively rapidly rising real

wages, acted to "cool out" class antagonisms. These factors blocked

the development of a socialist class consciousness. The evening out

of the levels of economic development among the advanced countries

means the ending of these traditional differences. In fact, the tables

have turned in the last generation. In the 1960s there was both more
foreign immigration into Europe, than into the United States, and
a far more rapid rate of increase in real wages in the former area.

The inference from all this is that in a future crisis the political

response of the U.S. working class can be expected to be similar

to that of the European.

THE FUTURE OF INTER IMPERIALIST RIVALRY

It is undisputable that the preeminent economic position of the

United States in the world has been lost. However, it is just as

indisputably true that the United States will continue to be the

number one economic power for some time, if only because of its

huge size in comparison with any other advanced capitalist country.

It is only in coalition or through economic integration, such as

the European Economic Community, that the other leading capitalist

countries represent economic power equal to or superior to that of

the United States. Nevertheless, as data on exports and on inter-

national finance show, the U.S. position in the late 1970s is on a par

with the other leading countries, if only because they are relatively

ore internationally oriented than is the United States.



522 / THE LOGIC OF IMPERIALISM

There is today sharp competition for markets, manifested both

in the export of goods and capital, and for control of raw materials

markets among the leading capitalist countries.* Because of the

generally prosperous economic situation in the 35 years after the war

and the common front against socialist expansion, the inherent

economic contradictions among the leading capitalist countries

over profit-making opportunities, which twice in the twentieth

century led to bloody interimperialist confrontations (1914-18

and 1939-45), have been contained. However, it is quite possible

that in a worldwide depression (or protracted period of economic

stagnation) the inherent forces of economic competition among the

leading capitalist countries could once again "heat up." Economic

warfare and consequent political hostility, as they battle for scarce

resources, markets, and profit-making opportunities, are likely

prospects.

It is quite possible that in a world with insufficient profit-making

opportunities for all, the various transnational corporations will each

turn to their respective governments for political and if necessary

military support (as they have done twice before in the twentieth

century) to protect and advance their interests against those of

other imperialist states. That the political unity of the advanced

capitalist countries against the USSR could break down is suggested

by the breakdown in unity among the socialist countries (especially

the hostility between the USSR and China). It is not beyond the

realm of possibility that certain leading capitalist states could form

a political alliance with China against both the Soviet Union and

certain other advanced capitalist states, while other leading capitalist

states would ally with the USSR against both China and China's

allies in the West. For example, a coalition between the United

States and China against the EEC (organized by France) and the

USSR should not be relegated to the realm of science fiction. After

all, who would have thought in 1960 that the United States and

China would become allies and the USSR and China deadly antag-

onists? If there are strong economic motives, such as insufficien

profit-making opportunities to satisfy both Western European

and U.S. capital, in the absence of a clear threat from a unltie

socialist world, it is possible that economic pressure could force ne

outbreaks of interimperialist warfare.

•For an insightful analysis of contemporary interimperialist rivalry see Mandel 1970.

16
CONCLUSION

In this concluding chapter the two theories of imperialism

outlined and contrasted in Chapters 2 and 3 are briefly reexamined
and evaluated in light of the empirical evidence that has been present-

ed. It is argued that the theory laid out by Lenin in his Imperialism:

The Highest Stage of Capitalism, with some important exceptions
and qualifications, holds up fairly well as an analysis of contemporary
imperialism. But it must be modified in some basic ways, especially

in its theory of the dynamic of imperialism.

The contradictions faced by less-developed capitalist countries

summarized and their revolutionary possibilities are discussed

this chapter. It is argued that revolutions in which the working
class is likely to play a central role are to be expected with growing
frequency in these countries. The growing economic stake of the

transnational corporations and banks in the less-developed countries,

however, should force the leading imperialist states, such as the

United States, to take measures designed to protect those interests.

There are sharp differences of opinion within the ruling circles of
the United States on how to respond to the challenge raised by
growing opposition to imperialism in the less-developed countries,

specially the collapse and threatened collapse of the variety of

conservative regimes installed with the support of the United States

in the post-World War II period. Vietnam, Angola, Ethiopia, Iran,

and Afghanistan have all given considerable impetus (as have Sadat's

Reversal of Nasser's policies in Egypt and the U.S. friendship with
China) to the ongoing debate on and evolution of U.S. foreign

Policy. It is to be expected, given the tremendous stake of the

523
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United States in the less-developed countries, that the United Stat©

will return to the pre-Vietnam policies of active military intervener

and the 1950s policies of sharp confrontation with the USSR (th,

principal international supporter of antiimperialist movements).

EVALUATION OF THE THEORIES

Lenin argued that the principal motive force behind imperialism

was the necessity to export capital. He maintained that the low

living standard of the masses of people in the advanced countries

was an inherent aspect of advanced capitalism and that therefore the

opportunities for profitably investing in the advanced countries were

inherently limited. If capital could not be exported to regions

where there were growing markets for its products capitalism would

necessarily sink into deep stagnation (what others have called a crisis

of underconsumption). Capitalism then not only generates imperial-

ism, but could not survive without it. The evidence on the role of

the export of capital in the capital accumulation process is over-

whelming. The expanding consuming power of the masses of people

in the advanced countries (that Lenin predicted could not happen)

together with rapidly growing state expenditures have provided

possibilities for profitable investment outlets that Lenin did not

foresee. Capital export in fact plays a very minor role in facilitating

the capital accumulation process for the advanced countries. It

is very clear that although capitalism does necessarily generate

imperialism, and, further, that capital export is the principal dynamic

of contemporary imperialism, the export of capital is not necessary

for the continuation of the capital accumulation process. To deny

this is to be blind.

Those associated with the Marxian-dependency tradition have

generally denied that capital export and the profits from overseas

investment are the primary motive force behind imperialism. They

typically maintain instead that the primary dynamic of imperialism

lies in the necessity to import raw materials, in the profits game

from monopolizing world markets, in appropriating wealth tnro^
unequal exchange, and in securing markets for the export of goods.

This position is not supported by the evidence. The profits obtame

from investments in the less-developed countries are much mo^

important that those obtained from the export of goods. In lac,

the export of goods from the United States is in good part no

designed to supply the overseas subsidiaries of the transnation

with the parts and equipment they need for their local investmen
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rffie drive to control raw materials markets does not derive from an
inherent requisite of advanced technology to acquire materials not
otherwise obtainable except through imperialism. It comes rather

from the extremely high profits made by the transnational corpora-

tions in controlling the world market in these commodities and
selling them to the highest bidder (which for U.S. transnational

corporations is mostly in Western Europe and Japan). Last, the

tremendous profits made from trade with the less-developed coun-
come mainly from monopolization of world markets (especially

petroleum) and represent neither, as those in the Monthly
Review tradition argue, a transfer of value from the less-developed to

the developed countries nor the exploitation of the producing class

in the less-developed countries. The enormous profits in this sector

manifest a transfer of wealth among the various advanced capitalist

nations affected through monopoly markets. Lenin's insistence that

capital export was the primary motive force behind imperialism

has stood the test of history. In fact, this appears to be more the

case in the contemporary stage of imperialism than ever before as a

growing proportion of the domestic profits of the corporations are

invested in overseas industries and the advanced countries take over
an increasing share of the domestic markets of the less-developed
countries through their transnational subsidiaries.

The analyses of Lenin and the Marxian-dependency tradition

of the effectiveness of neocolonial mechanisms of informal domina-
tion are in part supported by the post-World War II period that has
seen the formal independence of almost all of Africa, Asia, and the
Caribbean. Indirect military, economic, and ideological hegemony
have in good part filled the gap left by the loss of direct colonial

administration. However, the Monthly Review tradition, unlike
Lenin, fails to give sufficient emphasis to the autonomous forces
that in most countries, for their own reasons, have allied with
the transnational corporations and the imperialist states, and
with the transnational corporations and the imperialist states, and
accumulated growing economic resources. The local bourgeoisie are

obtaining an ever-increasing share of the profits of imperialism.
Some may eventually in good measure even break with Western
imperialism, although it is more likely that they will be overthrown
by the antiimperialist forces to which they and their transnational
collaborators have given birth.

As the Communist International saw in 1928, Lenin's analysis
(as well as those of Marx, Luxemburg, and Trotsky) of the direction
of real wealth transfer within the imperialist world system did not
hold true, at least through most of the 1890-1960 period (what I
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in the bureaucratic authoritarian /internal bourgeois model of devel-

opment, means that the various less-developed capitalist countries

would have to increasingly compete with one another by giving

better and better terms to the transnational corporations in order

to attract investment. This runs against the need to restrict trans-

national prerogatives in order to maintain the legitimation function

of the state (through increasing nationalism). Thus, whether or not

most less- developed capitalist states elect to make greater concessions

to foreign capital (inducing a legitimation crisis) or increasingly

restrict it, thus driving it to other countries where it can get better

terms, serious problems are presented for the smooth continuation of

economic development within the logic of imperialism.

Given the tendency for demand to grow, transnational capital

is likely to be relatively scarce as long as parliamentary forms persist

in the developed capitalist countries. As long as the transnational

corporations must legitimate their economic domination in the eyes

of the working and middle classes in their home countries, there

are limits to capital export. The higher the level of capital export,

the more jobs are lost in the economies of the advanced countries,

the lower the level of wages, and the more stagnant their economies

become. The more capital is exported, the more the balance of

payments crisis is likely to be aggravated. Without restrictions on

capital export, resolution of the balance of payments crisis necessi-

tates devaluation and deflationary measures that disproportionately

hurt the working and middle class. Further, the U.S. capitalist class

itself, or at least large segments of it less involved in direct invest-

ments overseas, resists the expansion of at least certain kinds of

capital export, e.g., nuclear reactors, facilities for manufacturing

computers or other advanced high-technology goods, either for

political reasons (e.g., nonproliferation of the means of building

"The Bomb"), or economic reasons (e.g., not building up compet-

itors for U.S. exports, or undermining the bargaining position of U.S.

transnational corporations in the less-developed countries). In any

case, the potential for serious constraints on the export of capital

to the less- developed countries is considerable, as the restrictions

on capital export imposed from 1966 to 1974 by the United States

^Gcir witness

The growing reliance on foreign loans to purchase necessary

I industrial inputs is also generally a corollary of rapid industrializa-

1 tion in the less-developed countries. Especially because the primary

financier of such industrial inputs has become the private banks

of the developed countries, the repayments on such loans have

become an increasing burden. Private credit has been advanced to
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the point to which the banks often become reluctant to make further

loans because of the risk of default. Increasing debt to the banks as

well as to such international financial institutions as the World

Bank and the IMF also carries with it the increased power of these

institutions to insist on the "orthodox" economic policies that run

against the requirement that the state make nationalist and popular

concessions in order to preserve the legitimacy of its rule.

All in all, the considerable economic and sociopolitical contra-

dictions of dependent capitalist development make it very unlikely

that the immense gap that still exists between most of the less-

developed and the developed capitalist countries will be closed, and

that any significant number of less-developed capitalist countries

will succeed in completing the process of capitalist industrialization

to achieve conditions more or less comparable to what exists today

in the advanced countries of Europe and North America. Although

the general economic trends clearly point in the direction of the

continuation of the process of rapid economic growth and indus-

trialization, the tremendous social and political tensions induced

by the inherent contradictions of the process make it virtually

certain that these processes will not result in all-around development.

Socialist revolutions are a far more likely alternative.

The Marxian-dependency tradition, drawing the implications of

increasing immiseration of the less-developed countries and the

blocking of their industrialization, sees peasants in the countryside

and the displaced semiproletarians and lumpen proletarian ex-peasants

of the cities as the primary basis for radical social change. While

such groups have played an important supportive role in antiim-

perialist movements, it has been the working class, in countries like

China, Vietnam, and Cuba, that was primarily responsible for the

rooting of Marxist ideology, organizational forms, and strategies in

the antiimperialist struggles of these countries. The working class

must generally be considered the leading element, as opposed to the

primary fighting force in these historic revolutions. With the rapi

growth of the industrial proletariat and the shrinking of the

peasantries throughout the less-developed countries, it can only

anticipated that the expectation of traditional Marxists, such

Lenin, for the industrial proletariat to play the leading revolutionary

role will be increasingly confirmed.
t

The traditional Marxist expectation, shared by both the bo
^

Union and Mao Tse-tung, that imperialism gives birth to its opP

nents, not only by creating a large working class, but
t

also

.

oppressing and indirectly facilitating the growth of a nati

bourgeoisie," would also seem to be given substantial support,
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modified form, by events. During the 1970s local capitalists (the
internal bourgeoisie), in coalition with the transnational corporations
and with heavy support from their bureaucratic authoritarian states
grew rapidly, creating the basis for potential antagonism toward
the transnational bourgeoisie. Further, it would appear that the
rapid development of capitalist relations, in however a distorted
form, has for the most part eradicated or clearly subordinated
precapitalist feudal or patriarchal/tribal relations in at least most
of the major less-developed countries. The persistence of strong
components of patriarchal/tribal relations in most of sub-Saharan
Africa and the persistence of semifeudal relations in a few countries
such as Saudi Arabia would seem to be the primary exceptions. In
this respect the ideas of Lenin and of the Communist International
(including those expressed by Mao Tse-tung) would appear to be
largely superceded. The argument made (prematurely) by Trotsky
and by the Marxian-dependency school would now appear to be
essentially correct, although in the latter case for reasons very
different than this tradition expounds.

There is very little evidence for Lenin's theory of an aristocracy
of labor. There is little evidence from the United States that those
workers in positions to potentially gain from imperialism in fact do
so. Nor is there any substantial evidence that such workers are any
more proimperialist or conservative than the rest of the U.S. working
class, or that workers as a whole in the United States are better off
materially because of a transfer of wealth from the less-developed
countries. It may well be the case, however, that the very real
increase in working-class living standards that occurred in the 100
years after the U.S. Civil War, combined with the relative prosperity
of the U.S. economy, has both facilitated the conservatism of the
working class and allowed those in power to convince the working
class that they have a stake in imperialism. But in any event, both
Lenin and the New Left expanded versions of his thesis, generally
shared by the Marxian-dependency school, are wrong. The high
hving standards of the workers in the advanced capitalist countries
are m no way the result of the poverty of the working people of the
less-developed countries. Neither group has a stake in imperialism.

The evidence for and against the revival of sharp interimperialist
"valry is mixed. It is clear that since 1945 the major capitalist
ountries have expressed a degree of unity and coordination rare
n their history. There have been extended periods of a relatively
igh degree of unity and cooperation before, e.g., in the post-Congress
i Vienna period. Just as in this later period, it has in good part been
Ae fear of revolution that forced the major countries together.
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Further, the argument Lenin made for the necessity of interimperial-

ist rivalry is too strong. He argued that since the only profitable

capital outlets are overseas, and overseas territories are limited, the

latecomers to rapid capital accumulation must initiate aggressive

actions against the older powers under pain of stagnation (or worse)

in their economies. As Chapter 5 shows, intensive sources for

capital accumulation account for the vast majority of investment

outlets and thus the drive to aggressive competition and war is not

as intense as Lenin thought. But what is the case today was just as

much the case before both World War I and World War II, and it

did not stop these outbreaks. It would appear that overseas invest-

ments and other profits to be made from the domination of the

less- developed countries are large enough to give the politically

dominant groups in them a tremendous stake in using their states

against other countries for their economic gain, just as has previously

been the case in the capitalist era.

The declining economic position of the United States in relation

to the other advanced countries shows every sign of reducing the

development of U.S. productive forces to the average for these

powers, with the United States probably eventually developing a

lower living standard. The continuation of its predominant position

would appear to rest purely on its size, a fact that could be overcome

through the coalition of other capitalist powers against it. West

Germany has already surpassed the United States as the principal

exporter in the world. The GDP of the European Common Market

is, in the early 1980s, approximately the same as that of the United

States. The U.S. attempt to preserve its preeminence as the leading

imperialist power necessarily sets into motion forces that weaken its

economy and slow its rate of growth, and thus undermine the

material basis for its leading position. Given the fundamental divi-

sions among the socialist countries it is not inconceivable that one

set of capitalist countries would ally with China and another with

the USSR, and, consequently, that the probabilities of aggressive

economic and military competition and the danger of war would

be at least as great in such an event as they were when the capitalist

and socialist countries each formed their separate blocs.

It would be premature to dismiss Lenin's notion of interimperial-

ist contradiction. However, of the three principal contradictions he

saw- between the proletariat and the bourgeoisie, between the

advanced and the colonial and neocolonial countries, and among the

leading capitalist countries—it is clear that since 1948 the principaj

contradiction has been between the advanced and less-develop

capitalist countries (as has been manifested in recurrent nation

liberation movements and revolutions since that year).
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Lenin's notions about the parasitical nature of the advanced
capitalist countries, i.e., that they are increasingly transferring the
production of goods overseas and are concentrating on commerce
finance, and nonproductive services, thus undermining the pro-
ductiveness of their own economies, may well also be coming to pass.
As the role of the transnational banks grows and more U.S. manu-
facturing firms transfer their operations to low-wage areas, we would
expect to see a widening of the balance of trade gap (i.e., increasingly
more material goods imported than exported by the developed
countries with the difference increasingly made up by a surplus
on the balance of payments "service" account, i.e., repayments on
loans, insurance, royalties and fees, and so forth). It is clearly the
case that the position of being the leading imperialist power has
already seriously undermined the productiveness and rates of growth
of both the British and U.S. economies.

In summary, the ideas of Marxian -dependency theory as advo-
cated by those around the journal Monthly Review as well as by
Immanuel Wallerstein do not hold up very well, at least in the post-
1960 stage of imperialism. While many of their notions, especially
those dealing with the increased immiseration of the less-developed
countries and the blocks on industrialization, were in good part valid
during the colonial period, the evidence is overwhelming that this is

no longer the case. Their discussion of stages of imperialism, which
maintains essentially that there have been none and that there has
been essential continuity in imperialism since 1500, clearly runs
against all evidence of the changing dynamic and effects of im-
perialism. Their discussion of the dynamics of imperialism, which
downplays capital export, likewise, does not ring true in the present
period. Their whole analysis of the "exploitation" of the poor
countries by the rich countries to underdevelop the former and
accelerate the development of the latter just can not be supported
by contemporary evidence.

The ideas expounded by Karl Marx often sounded strange in
the pre-World War II period (especially to revolutionaries in the
less- developed countries that he predicted would be industrialized
by imperialism). But it appears they in fact did capture the essence
of the dynamic and effects of capitalist imperialism. However,
due to structural blocking imposed by colonialism, it has taken some
time for the forces Marx saw operating to become predominant,
it has been likewise with the ideas of Lenin. His notions that capital
export is the key aspect of imperialism, that the consequence of
capital export was the industrialization of the less- developed coun-
tries, and that the industrial proletariat in these countries would
be the leading revolutionary force are being realized, albeit two
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generations after his analysis was first made. Both men had tremen-

dous insights into the nature of imperialism and were able to lay

bare much (although clearly not all) of its essence considerably

before the tendencies they predicted became dominant.

FUTURE DEVELOPMENTS IN THE LESS-DEVELOPED COUNTRIES

The social and political developments in any society are in

the last analysis a product of the contradictions in its mode of

production and of the world system of which it is a part. The

contradictions of the late stage of monopoly capitalist imperialism

together with those of the "dependent development" of the less-

developed countries are thus at root the source of the present and

future political crises and transformation in these societies. In some

ways their situation is similar to those of the present-day advanced

capitalist countries during the early years of their industrialization.

In others it is qualitatively different because of their subordinate

position within the capitalist imperial world system. The contradic-

tions of capitalist industrialization in Western Europe came close to

being manifested in socialist revolutions in the 1917-48 period, but

for the most part they were frustrated short of such a transformation.

The differences between the capitalist industrialization of the less-

developed countries and that of the developed capitalist countries

all seem to add impetus to the forces leading to socialist transforma-

tion in the former.

The contemporary industrialization of the less-developed coun-

tries is proceeding more rapidly and for the most part with relatively

less benefit to the working class than was the case in Western Europe.

This industrialization results in the rapid growth of an industrial

working class, the traditional social basis for socialism. It also means

the undermining of traditional social structures and values as well

as growing resentment over not receiving the benefits of one's labor.

As Seymour Martin Lipset (1960, chap. 2) notes, those European

countries that experienced the most rapid industrializations (e.g.,

Norway) also experienced some of the most militant class con flic

in the continent. The even more rapid industrialization of countries

like Iran, South Korea, and Brazil should be expected to bec°"?
n

manifested in even more working-class militance than occurred
^

the more rapidly developing European countries. There is evldeI
^_

that those workers recently displaced from the countryside **cai»

militantly revolutionary during the Bolshevik revolution. H 1

reflects a general trend, as contemporary evidence seems to indie
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(see Leggett 1968, p. 64), then the considerably more rapid displace-
ment of the peasantry into the working class that is occurring in the
less- developed countries today indicates trouble for capital.

The central role of foreign capital, together with the close
collaboration of most of the bourgeoisie and the local states with
transnational interests, is a phenomenon that, for the most part,
did not occur in the industrialization of the advanced countries. In
England, France, Germany, Japan, and the United States the national
bourgeoisie was the leading force and could thus use nationalism
(especially in the case of those nations that were trying to catch up
with the leading capitalist country, e.g., Japan and Germany) to
mobilize their working people in the interests of private capital
accumulation. This proved difficult to do for the czarist system
in Russia, which relied heavily on German, French and British
capital, and which was thus seen as collaborating with foreign ex-
ploiters, if not actually selling out the country. It proved even
more difficult for the ex-Shah of Iran to successfully use nationalism
to legitimize his regime as it was much more involved with foreign
capital than was that of the czar. In general, the bureaucratic author-
itarianism of the less-developed countries, which heavily depends on
transnational capital and on the support of the U.S. state, necessarily
generates a legitimation crisis.

Not only is it difficult for such regimes to use nationalism to
legitimate their rule, but the use of traditional religion becomes
problematic as well. The process of rapid economic growth results
in general social disruption and the undermining of traditional
values. The traditional religious leaders can easily become offended,
as the "corrupt" Western influences and the callous individualism
and materialism the transnational corporations bring are seen as
undermining religious values (e.g., revolutionary Islam in Iran,
liberation theology in Latin America). If, as happened in czarist
Russia or nineteenth-century western and southern Europe, the
state is able to keep the loyalty of the religious leaders, "dechristian-
ization" or loss of religious faith tends to become prevalent in the
working class, and often in large segments of the peasantry as well
(Hobsbaum 1959; Hamilton 1967, chap. 11). In either event,
religion loses its traditional ability to legitimate the state and the
Privileges of the propertied classes. With more rapid social change,
;t is more likely that either the traditional religious leaders will go
into radical opposition to the regime (as did they in Iran and as many
aid in the 1970s in Brazil) or the church will be rapidly discredited
jn the eyes of the people and seen as betraying their interests (as was
the case in those areas of Spain where the traditionally Catholic
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peasants became anarchists in the nineteenth century) (Hobsbaum

1959, chap. 5).

The effect of the import of modern technology and the establish-

ment of relatively modern factories that employ large numbers 0 f

workers under highly socialized conditions is to facilitate the

development of a collectivist social psychology, or socialized con-

sciousness, in the working class. The high level of the division of

labor and the consequently high level of mutual interdependence,

together with the "transparency" of social relations in industry, and

the greater possibilities of workers developing a common subculture

in isolation from the middle and upper classes that working in large

factories entails, greatly increases the probability of a socialist

political consciousness developing (Kerr and Siegel 1964; Szymanski

1978, pp. 62-66; Hamilton 1967, chap. 10; Zeitlin 1967, chap. 7;

Lipse't 1960, pp. 262-67). The Petrograd working class in 1917 was

concentrated in large modern factories built by Western European

capital and generally run more or less the same way as Western

European factories. Such workers were a leading force in the Russian

revolution (Trotsky 1932, chap. 1). The similar industrial environ-

ment in many less- developed countries today could be expected

to produce similar results.

The distortion of the economies and social structures of the

less-developed countries, which results in the concentration of

less-skilled workers in the less- developed countries and white-collar

workers, engineers, administrators, scientists, and highly skilled

workers in the developed countries, would also seem to work m

the direction of increasing the probabilities of the growth and

victory of socialist movements. It is traditionally the less-skilled

members of the working class that are the most revolutionary and

white-collar workers that are the least (Hamilton 1967, chap. <o,

Upset 1960, chap. 7; Szymanski 1978, pp. 58-60).

The fact that the peasantry is being displaced more rapid y

than new industrial jobs can absorb them is the basis of an especially

explosive situation. The cities of the less-developed countries are W

of very poor and angry lumpen proletarians, unemployed worker^,

marginal semiproletarians, lumpen petty-bourgeois vendors an

artisans, and marginal service workers. Such groups, although tn y

are not usually the leading force in revolutionary movements, c

easily be a key ingredient in a social explosion that involves no,

street fighting, massive demonstrations, and other direct acti

against the state. d
The massive "reserve army of labor" in the less-deve op

countries acts to keep wages stable or even decreasing. The larg
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the pool of displaced peasants and the more desperate their lot the
greater the pressure on those with jobs to accept wage cuts or be
replaced by someone with starving children. This, together with
the repression of independent unions and the right to strike, the
undermining of the traditional guarantees of job security and mini-
mum wages, and cutbacks on welfare benefits, all characteristic of
bureaucratic authoritarian regimes, causes income inequality to
grow. The capitalist class and much of the petty bourgeoisie grow
increasingly wealthy, while the rapidly expanding working class at

best maintains its miserably low living standards (and in many
countries suffers a significant decline).

The tendency for wages to increase and living conditions to
improve, which was generally the case before the institution of
antilabor bureaucratic authoritarian regimes (e.g., in Argentina,
Brazil, Chile), creates in the working people the expectation that
their standard of living will continue to get better. The decline
in wages and living and working conditions that generally comes
with the institution of the authoritarian regime would seem to be a
classical example of James Davies' theory of the J- curve. Davies
(1962) shows that most revolutionary upheavals occur when long
periods of improvement in people's lives create rising expectations
that are frustrated by a sudden and significant downturn in their

living standards. A rather large gap suddenly appears between what
people consider to be a just and fair living standard (always a little

higher than what they had when times were good) and their now
deteriorating conditions. The gap between expectations and reality

measures the level of frustration and anger that is often tapped
by radical and revolutionary movements. Under the bureaucratic
authoritarian regimes lies a repressed working class with considerable
pent-up anger.

Because the long-term use of systematic terror to suppress
working-class demands tends to delegitimate bureaucratic author-
itarian regimes even in the eyes of the middle class, and because the
growing national-bourgeois and petty-bourgeois opposition tends to
look to the working class as an ally (if they do not fear socialist

revolution), bureaucratic authoritarian regimes tend to use repression
less and less, relying increasingly on making economic concessions
to the petty bourgeoisie and workers. Situations in which the ruling
group becomes more "humane" and grants a few benefits, but in

which there is considerable pent-up hostility can well be destabilizing,
giving people confidence that they can get much more without
suffering violent repression, instead of legitimating the rule of those
who make the concessions. What happens in such cases is in good
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nart a result of who is in a position to interpret reality. Do people

the working class respects credit the regime for improving their

lives (e g CIO union leaders giving Roosevelt credit in the 1930s

in the United States), or do radical leaders take credit for forcing the

regime to make concessions (as traditionally happens in Italy, France,

or where there are large Communist-led unions) (see Hamilton 1967,

The tevef of expectation of what a "good life" would be is higher

in the less-developed countries than it was historically at a similar

stage of the development of capitalist relationships in Europe.

Western European workers, being part of the first working class,

had no model on which to base expectations of improved living

standards other than their own past. Thus workers, such as the

European immigrants to the United States, compared their situation

with "the old country" and found it good. This led to the defusing

of hostility generated by participation in otherwise oppressive social

relations. On the other hand, the pervasive influence of U.S. and

European films, television programs, and magazines, all of which

continually demonstrate an affluent middle-class Western life-style,

tends to give working people high material expectations of their

futures These media inculcate strong feelings of relative deprivation

(see Merton 1957, chap. 4). Exposure to Western media, and the

affluent middle-class life-style it portrays, is a major factor m immi-

gration (legal and and undocumented) from both the poorer capitalist

and the socialist countries to the United States. Likewise, it is a

source of considerable discontent, especially when the prevailing

regimes do not improve wages and the possibilities of immigration

are blocked by the policies of the advanced countries.

Another key difference between the contemporary situation in

the less- developed countries and that of the European working class

during the comparable period in capitalist development ot tne

advanced countries is the much greater "presence" of the socman*

alternative to capitalism. This is because of the existence ot re*

80cialism"-socialist societies that have successfully dealt with mucn

of the fundamental oppression felt by the working people on
less-developed countries, e.g., eliminated starvation and malnutritic

>

,

provided health care for all, guaranteed full employment

proved living conditions as well as enhanced feelings of sell-w

and national pride by eliminating foreign domination and io

exploitation. Cuba's "presence" in Latin America is an ™Por1*\
c

social force, as is China's and Vietnam's in Asia. The econo

success of Eastern Europe in following the Soviet model that resU

in the rapid development of these countries and the radical incr
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in working people's living standards can become an important force

to the extent that the Soviet media can establish credibility in the
less- developed countries (Szymanski 1979, chap. 7). Such credibility

would appear to be a product of growing disillusionment with the
local regimes, Soviet actions in the world and media technique.

The socialist alternative is also more real in much of the less-

developed world today than it was in many of today's developed
countries because of the large number of students, intellectuals,

and working-class leaders that have at least been exposed to it

through universities (at home or abroad) or through involvement
in or contact with Marxist political groups. Marxism, even when
Marxist groups are systematically repressed, is readily available to
spread rapidly throughout the working class once conditions are
appropriate because of preexisting revolutionary "cadre." The
Portugese Communist Party expanded from a few hundred to tens

of thousands in a few years around 1975, the Russian Communist
Party grew from thousands to millions in a few years around 1917,
and the^ Chinese Communist Party grew from a dozen intellectuals

to thousands of workers in five years and to millions of peasants
in two decades more. Unlike in the less- developed countries today
Marxists were rare in the professions and among students in pre-

World War I (and even pre-World War II) Europe. The popularity
of Marxism among European students and intellectuals is largely

a postoccupation phenomenon. It stems largely from the popularity
of the Communist-led resistance and the rapid advance of socialism
in Europe and Asia in the late 1940s. In prewar times students
and intellectuals were more usually on the Right, e.g., Nazism
found its first mass social base among German professionals and
students. Heidelberg, the principal German university town was
one of the first cities in Germany to elect a Nazi mayor.

In Europe, nationalism after the mid-nineteenth century was,
at least in the major countries, largely a phenomenon of the Right,
strongly opposed to the growing socialist movement that was based
in the working class. In the less-developed countries in the post-

1917 period nationalism has often been closely associated with
Marxism (e.g., China, Vietnam, Cuba). The propensity for the
middle classes, especially students, to be nationalists was largely

manifested during Europe's industrialization as an anti-working
class, conservative phenomenon. In the less-developed countries
today, nationalism is largely manifested in a pro-working class

and antiimperialist form. The difference between the two cases
is a product of the different position of "the nation" in England,
Italy, France, Germany, Japan, or the United States during their
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industrializations (a position of an imperialist power with expan-

rion^rS^ations and the position of "the nation" in the less-

developed countries today. Students and other intellectuals (Castro,

Lenin Trotsky, Mao Tse-tung, "Che" Guevara, and so forth) have

in the twentieth century played a key role in the early stages of the

developing revolutionary movements. Thus the objective position

of nationalism on the Left in the less-developed countries carries

with it a politically important segment of the population that was,

before World War II, generally lacking in Europe.

In order to maintain the demands of the working class for

improvement in their living standards as well as to contain the

growing revolutionary threat this class presents as it becomes larger

and more central to the economy (i.e., both in order to realize the

capital accumulation function by attracting foreign capital and to

preserve private property), bureaucratic authoritarian regimes tend

to be installed that systematically repress unions, socialist organiza-

tions and progressive intellectuals. Repressive regimes of the Right

that 'not only resist expansions of the welfare state and gradual

improvements in working class living standards but roll back welfare

programs and produce declines in real wages foreclose the reformist

option of defusing the potentially revolutionary frustration and

hostility of the working class to capital that has worked so well m

Europe and America in the post-World War II period. The ' exclu-

sion" of the working class from politics and the substitution ol a

policy of terror for concessions (without the ability to effectively

use nationalism as a compensation, such as was available in Nazi

Germany or Japan), together with the alienation of large segmente

of the intelligentsia from repressive antinational policies, establisn

a classical revolutionary situation.

The growing contradictions of bureaucratic authoritarian regimes

center on the contradiction between their capital accumulation and

legitimation functions. The state leaders in the military and stare

bureaucracy are forced to either continue to emphasize capital

accumulation in collaboration with the transnational corporations,

relying heavily on repression to secure order (at the cost of alienating

more and more of the population), or to undercut the capiuu

accumulation process in order to preserve the legitimacy oi

system of private property. This latter course attempts to keep w
loyalty of the national bourgeoisie and middle classes by *&™*r *

repression, making economic concessions to the middle and wor u
classes, and moving back toward parliamentary forms and P°PU

nationalist appeals to the people. The first course was chosen byw

Shah of Iran. Other regimes, following in his footsteps, that rei
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to make significant concessions would appear to eventually face the
same revolutionary explosion which that country experienced.
The second course, as Argentina has periodically borne witness to,

results in the same economic and social problems for capital that
existed prior to military rule, presenting the country after a few
years with the choice of resorting yet again to the authoritarian
solution or undergoing a social revolution. Chile in the 1970-73
period was faced with this choice. There were only two courses

open for Chile. Allende's essentially populist program was resulting

in increased demands by the working class concurrent with a growing
economic stagnation caused by the refusal of either domestic or
international capital to invest and the inability of the state to take
up the slack in the manner of a true socialist economy. Either

the state has to radically role back the working class and restore

economic prosperity within the parameters of capitalism or exper-

ience a genuine socialist revolution that is able to mobilize working-
class enthusiasm to generate economic prosperity within socialist

parameters.

The more or less officially approved U.S. theory of dictatorship

and development, which is also accepted among many of those who
support bureaucratic authoritarian regimes in the less-developed
countries, is that the forced accumulation and rapid industrialization

of the less-developed countries will generate great wealth that will

eventually be distributed to the majority of the people. A large and
prosperous middle class, as well as at least a well-off segment of the
more skilled and unionized workers in the key industries, will emerge
that will, as their counterparts in the United States attest, be the
bulwark of conservatism. At the same time land reform in the
countryside, which divides up the large estates among the landless

peasants, will create a large (and conservative) rural petty bourgeoisie.

The social basis for stable parliamentary forms that offer no threat
to private property or the capital accumulation process is thus
created. However, according to this theory, a period of effective

repression of the Left and forced capital accumulation is necessary
before such a period of political stability is reached.

The contradictions and resultant social and political strains and
tensions induced by dependent development within the world
imperialist system, however, make realization of such a scenerio
most unlikely, at least in the vast majority of less-developed coun-
tries. The Western model is unlikely to come to pass. Socialist

revolution is a far more likely outcome than the institutionalization

of stable parliamentary forms based on relative affluence for two-
thirds of the population. The possibility of the effective and stable
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^institutionalization of parliamentary forms and the necessary

corollary of major economic and social concessions to the middle

and working classes is not a viable option. Attempts to allow the

free play of social forces and political parties in the less-developed

countries tend to produce movements and demands even more
radical and threatening than before the military dictatorship took

over or bureaucratic authoritarian regimes were instituted. Reinstitu-

tionalized parliamentary regimes, even with the requisite nationalist

and populist ideology and measures necessary to give them a chance

of even short-term success, are inherently unstable and will necessarily

lead either to another rightist military coup and the reestablishment

of bureaucratic authoritarian forms, or to socialist revolution. Over

time, as the working class becomes stronger, the conditions that

facilitate a militant socialist consciousness grow and the other

contradictions of dependent development intensify (such as the

problems associated with increasing debt repayments and the diffi-

culty of securing sufficient foreign capital). The probability in-

creases that socialist revolutions rather than successful right-wing

military coups will occur.

In those bureaucratic authoritarian regimes that resist all pressure

to move toward parliamentary forms and nationalist and populist

appeals, delegitimation proceeds apace, with more and more of the

middle class and even parts of the capitalist class itself (the national

bourgeoisie) turning against it and to nationalist, populist, or reli-

gious figures or movements for alternatives. Even with the effective

repression of organized opposition movements, delegitimation,

although it takes longer, occurs (and all the more convulsively,

because of the bottled up pressure, e.g., Iran in 1979, Russia in

1917). At a certain point the military itself disintegrates, with

soldiers and junior officers "going over to the people" when used

to attempt to suppress spontaneous strikes and riots, simply refusing

orders or being so unreliable that the government can not use them

to suppress insurrection. This happened in both Iran and Russia

and in a less dramatic and somewhat more gradual fashion with the

collapse of the South Vietnamese Army in 1975, Batista's army in

1958, and Chiang Kai-shek's army in 1948.

The options in such situations do not include perpetuation of

bureaucratic authoritarian forms of rule by the internal bourgeoisie.

Further, because of the immense revolutionary energy available in

such situations of institutional disintegration and violent change it

is unlikely that national bourgeois led parliamentary regimes tha

guarantee private capital accumulation are a viable possibility. The

two principal options in such situations seem to be either a more or
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less immediate socialist-led revolution (usually with a brief period
of transition or dual power as that between February and October
1917 in Russia, or the year and a half after January 1959 in Cuba)
or an attempt to institutionalize a distinctively petty bourgeois
led state and economy that is neither capitalist nor socialist-a
"third way" led by revolutionary intellectuals inspired by militant
nationalism, populism, African socialism, fundamentalist Islam,
or some other such antiimperialist and antioligarchy ideology.

Such "third ways" of noncapitalist, nonsocialist development
are not economically or politically viable in today's world. Such
regimes are not able to effectively accumulate capital and generate
national development. They can not create the atmosphere of
"business confidence" that the transnational corporations (and
domestic national-bourgeois wealth, if it is allowed to exist) require
to invest, nor is it able to effectively mobilize the working people
and institutionalize rational economic planning as has proven success-
ful in the countries that followed the Soviet model. As a result,
economic stagnation, if not actual regression sets in, and the popular
alienation of those experiencing declining living standards, after
having their expectations greatly raised by the exaggerated rhetoric
of the revolutionary leaders, becomes common.

In the increasingly depoliticized atmosphere the formerly petty-
bourgeois administrators of state economic enterprises tend to accrue
more and more privileges and prerogatives to themselves, gradually
transforming themselves into a state bourgeoisie. There is thus a
strong tendency for such petty-bourgeois regimes to either evolve
toward or experience a rightist military coup d'etat that rapidly
institutes bureaucratic authoritarian forms (with a different ideology
than the previous authoritarian regime, perhaps using conservative
Islamic rhetoric rather than Western-oriented modernizing rhetoric).

However, such regimes can also either evolve, as did Cuba in
1959-60, toward socialism, or perhaps experience a military coup or
even a popular revolution that gives political power to working
class oriented socialists (such might have been the case with the
Mengistu coup in Ethiopia in 1977). The probability of this course
being followed depends on the balance of both domestic and inter-
national forces impacting on the state in such societies. The larger
the domestic working class, the stronger the socialist commitment is
ot both this class and the revolutionary intellectuals, and the greater
the support offered by the existing socialist countries such as Cuba
or the Soviet Union, the greater the probability is that leadership
will pass into the hands of those who will institute a genuine socialist
economy and political forms. As time goes on, and thus as the
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nrkins class grows and the socialist forces in the world become
working class gr

babilit peases that such regimes willS^^S^— rather than the Egyptian

l.ath toward the reinstitutionalization of capitalism. Angola

Mozambique, and Ethiopia would seem to give evidence for such

a development.

THE FUTURE OF IMPERIALISM AND THE

DEVELOPED CAPITALIST COUNTRIES

The profits from the imperialist domination of the less-developed

countries are becoming ever more important for the transnational

colorations. At the same time, fundamental contradictions grow

wiSin the imperialist world system. The major contradiction is

That between the working people (and to a lesser extent the nation^

bourgeoisie) in the less-developed countries and the transnational

corporations and their states in the developed countries This

contradiction has been increasingly manifested in nationalist and

StouS movements throughout Asia, Africa, and Latin America

since World War II, as well as in the demands of essentially conserva-

tive states (such as many of the OPEC countries for a greater share of

fhe ioSwedth). The fundamentally exploitative and repressive

nature of the relationship between the metropolitan-b^ed rar,-

national corporations and the people of the l- s - develoPed^
0"

t

suggests that such manifestations will continue until imperialist

relationships are essentially abolished. ._
list

There are a number of other contradictions within the imperjaust

system Increasingly important may well be the contradictions

long" the various Imperialist countries. This contradiction should

be expected to grow as the differences in economic and muitary

strength among them decrease. Likewise, it would be expected to

grow in the event of a shortage of profitable investment or trade

opportunities created by world depression or the victory of many

antiwestern national liberation movements.
MfvnHiction

Within the leading imperialist country there is the contrad cti

between the need to allocate tremendous resources to minw

research and development in order to maintain *°™
ûlt

and maintain economic growth. This contradiction tends to res

in the undermining of the position of the leading country in

world capitalist system, and, in fact, its reduction to a standar

living below that of the average for the advanced countries

Each imperialist country also experiences the contradicti

between the transnational corporations' drive to maximize
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export of capital and the metropolitan states' need to maintain
domestic capital accumulation and legitimacy, which can require
significant restrictions on capital export (because of serious balance
of payments problems and the loss of jobs).

The heavy overseas costs in foreign exchange of a large overseas
military presence, and foreign currency foregone because of military

and economic grants and technical assistance to the less-developed
countries, can also seriously affect the balance of payments. This
can result in the deterioration of the imperialist country's currency,

and consequently in serious problems for those overseas business
operations whose positions depend on a favorable rate of exchange.
It can also produce delegitimation because of a decline in the standard
of living induced by the rising costs of imports.

Military interventions of any length also tend to result in the
growth of antiimperialist movements and social disruption at home.
Demoralization in the military, unwillingness to accept military

service, and a general legitimation crisis can result from protracted

and bloody interventions.

As a result of these latter contradictions, internal to the imperial-

ist countries, different corporate interests are likely to be found
advocating different policies. Some interests may at times pressure

for a decrease in military spending in order to increase productivity
and international competitiveness. Other sectors may press for in-

creased spending and increased willingness to militarily intervene in

order to secure overseas investments. The responses of different cor-

porations and sectors of the capitalist class may well vary in accord
with the particular interests of the enterprises with which they
are associated. Corporations that primarily import may have a
different position than those that primarily export. Those with
industrial interests primarily in Europe may well have a different

position than those with raw materials investments primarily in

the less- developed countries. Bankers may think differently than
industrialists, and so forth.

In understanding the debates over foreign policy that occur
within an imperialist state it is essential to understand both the
contradictions of imperialism and the special interests of various
segments of corporate wealth. Likewise, in predicting future devel-

opments within the world imperialist system, it is essential to
understand these contradictions and the predominant interests

associated in the "power bloc" that dominates, or is likely to come
to dominate, the state.

The growth of socialist and antiimperialist petty-bourgeois and
national-bourgeois nationalist regimes in the less-developed countries
is representing a growing threat to the continued profitability of the
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transnational corporations. The threat to the profits of the trans-

national corporations is aggravated by the growing demand of the

bureaucratic authoritarian and other conservative states in the

less- developed countries for the transfer of more wealth to them-

selves. Rising petroleum prices, although they have proven extremely

profitable for the transnational petroleum companies, have caused

problems for many other segments of the economies of the developed

countries. The contradiction is intensifying between maintaining

the profitability of the transnational corporations (a policy that

increasingly would seem to require decisive military action) and

the domestic social disruption and decline in legitimation together

with the loss of expanded trade opportunities and technical contracts

with socialist countries and serious economic and political problems

with allied states that would result from long-term interventions.

From the end of World War II to the end of the 1960s there was

virtual consensus within the transnational-based ruling class of the

United States around U.S. foreign policy on heavy military expen-

ditures, a strong military presence around the world, covert action

to overthrow progressive antiimperialist regimes, strong economic

and military assistance for conservative governments, and when all

else fails direct military intervention (e.g., Korea, Vietnam, the

Dominican Republic). This consensus policy served to both advance

transnational interests overseas and to guarantee domestic prosperity

and profitability through high levels of military spending (Baran and

Sweezy 1966). The militaristic foreign policy not only facilitated

the accumulation of capital and the worldwide maximization of

profits of the transnational corporations, but it also served to en-

hance and cement the legitimacy of the U.S. state and capitalism

in the eyes of the American people. Social stability was ensured

both through ''full employment" at high wages and the cult ot

patriotism induced by a strong military, the draft, and occasional

interventions.

But for the first time in its history the U.S. military lost a war.

The United States was forced by the rising economic and social

costs of intervention to withdraw from Indochina, allowing thre

Southeast Asian countries to become socialist. The attemP*

maximize the interests of transnational capital through active military

intervention caused serious balance of payments crises, delegitim

tion, and social instability in the United States, and problems

the United States all around the world. The massive antiwar mov -

ment in the United States made it impossible in the lmmecti

post-1975 period to repeat the Vietnam adventure. It was clear tn

the foreign policy of the 1947-68 period was in shambles.
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notions of a "post-Vietnam world" and how best to maximize
U.S. imperial interests were brought forth. In good part this was
occurring within the Council on Foreign Relations and the Trilateral
Commission.

The early years of the Carter administration represented the
realization of this new foreign policy. The new policies were
articulated by Andrew Young (ambassador to the United Nations)
on the left, National Security Advisor Zbigniew Brzezinski on the
right, and Secretary of State Cyrus Vance in the center. It should
be noted that all three of these individuals, along with President
Carter, Vice-President Mondale, Secretary of Defense Brown, Secre-
tary of the Treasury Blumenthal, and Warnke, the head of the
U.S. Arms Control and Disarmament Agency, were members of
the Trilateral Commission (Trilateral Commission 1979) The
fundamental notions of the post-Vietnam foreign policy which
might be called "imperialism with a human face," included the
following strategies.

LJc^' 3 reduction in tensions between the United States and the
USSR, with increased efforts to reach agreement on arms control
and otherwise moderate the conflict between the two countries
The Trilateral Commission's notion of a North-South cleavage
becoming as fundamental as the East-West antagonism gained cur-
rency. Trilateral Commission director Brzezinski stated in 1975
at a meeting of the commission: "The main axis of conflict at most
international conferences today is not between the Western World
and the Communist World but between the advanced countries and
the developing countries" (Shoup 1977, p. 270). It was maintainedm many circles that the United States and USSR as advanced indus-
trial countnes had much in common vis-a-vis the less-developed
countries and ought to cooperate more in their dealings with them.

Second, a reduction in military spending (a process that with-
out rhetoric had in fact been occurring since the late 1960s) as
well as cutbacks in military grants and technical advice to the mili-
taries of less-developed countries. At the same time, increasing
emphasis was put on improving the balance of payments and
increasing productivity.

Third, an increased tolerance of revolutionary and nationalist
regimes m the less-developed countries. The United States wouldno longer systematically intervene to overthrow progressive govern-ments and assist right-wing coups d'etat. The notion that the United
tates is unable to decisively influence everything that goes on in the

si k !i *
'
further

>
m the long run things will not turn out

*o bad if the United States does not control everything became
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common. Developments in both China and Egypt were cited as

evidence that even the worse U.S. antagonists can within a short

period turn into the closest of friends, in the process providing

tremendous profit opportunities for the transnational corporations.

The United States spent only about $30 million in attempting to

defeat the MPLA in Angola and stood by as revolutionaries took

power in Ethiopia and Afghanistan.

Fourth, a desire to strike a "world order bargain" with the less-

developed countries. The themes of interdependence, mutuality of

interests, and cooperation between the developed and less-developed

capitalist countries were stressed. Expressions such as "social con-

tract," "the new accommodation," and "collective responsibilities"

became common. The world order bargain would involve a "fair and

secure" exchange between the raw materials of the less-developed

countries and the high technology and capital of the developed. In

the words of the Trilateral Commission: ".
. . developing countries

as a group are as dependent on developed countries for supplies of

food and manufactured goods as developed countries are dependent

on them for supplies of energy and raw materials. The logic of

interdependence suggests the need for agreed limits on the ability

of producers to cut off the essential supplies of others for political

or economic reasons" (Shoup 1977, p. 272).

Fifth, support for "human rights" and moderate centrist forces

in the less- developed countries. There was a widespread realization

that the traditional staunch U.S. support of conservative and repres-

sive dictatorships tends to isolate U.S. interests, drives moderates to

the Left, and sets up revolutionary situations. If the United States

could become the champion of moderate solutions and human rights

there would be a good chance of avoiding revolutionary change and

establishing the moderate regimes that were not totally hostile to

U.S. interests. The emphasis on human rights (interpreted as formal

civil liberties) also had considerable propaganda value in the battle

with socialism for the allegiance of intellectuals in the less-developed

countries (as well as throughout the world) (see Wolfe 1979; Shoup

1977, chap. 7).

The essence of the new foreign policy was summed up by Cyru

Vance, one of its chief articulators, after his resignation as secretary

of state

:

. . . it is the third world . . . that is likely to be the cockpit of crises

in the coming decade.

We must first be clear on the nature of our challenge there. Certain-

ly, as we have seen in Afghanistan and elsewhere in the third world,

Soviet actions pose threats we must meet.
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But we will meet them ineffectually if we react only by imitating
Soviet tactics-emphasizing the military at the expense of the political
and disregarding the indigenous yearning of third world nations for true
independence and economic justice. We must recognize the strong
sense of national pride-and fierce independence-of developing nations.
Having fought to throw off the burden of outside domination, they will
strenuously reject the efforts of other nations to impose their will. We
should respect and reinforce that spirit of independence. Our interests
are not served by their being like us but by their being free to join with
us in meeting the goals we share.

Our own national interests are served when we support the security
of third world nations with our assistance. When we help them develop
their economies, we not only meet pressing human needs, we invest in
important trading relationships. Our interests are served by supporting
peaceful change within those nations and by encouraging the peaceful
resolution of their conflicts.

... we must first accept our differences with third world nations,
yet work with them where our interests coincide ... it makes no
sense not to recognize the government of Angola, a government with
which we have cooperated in the search for peace in southern Africa
despite fundamental differences in other issues.

... we must ultimately recognize that the demand for individual
freedom and economic progress cannot be long repressed without
sowing the seeds of violent convulsion. Thus it is in our interest to
support constructive change, as we did, for example, in the Dominican
Republic, and are seeking to do in Central America, before the alter-
natives of radicalism or repression force out moderate solutions.

Further is the dangerous fallacy of the military solution to non-
military problems. It arises in particularly acute form at times of
frustration, when the processes of negotiation are seen as slow moving
and tedious. . . .

I have heard it argued that our response to a changing world must
be a new emphasis on American military power and the will to use it.

This is reflected in proposed new budget priorities in the Congress, in

which unnecessary defense spending squeezes out domestic programs
and foreign assistance. There is near consensus on the need for defense
increases. But it is illusion to believe that they are a substitute for the
diplomacy and resources needed to address such problems as internal
change and basic need in other nations or a battered international
economy.

The use of military force is not, and should not be, a desirable

American policy response to the internal politics of other nations. . . .

Finally there is a pervasive fallacy that America could have the power
to order the world just the way we want it to be. It assumes, for

example, that we could dominate the Soviet Union—that we could
prevent it from being a superpower—if we chose to do so. This obsolete
idea has more to do with nostalgia then with present-day reality. . . .

A dangerous new nostalgia underlies all these fallacies—a longing for
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earlier days when the world seemed, at least in retrospect, to have been

a more orderly place in which American power could, alone, preserve

that order.*

A principal antagonist to the New foreign Policy in 1979 and

1980 was Henry Kissinger, the former secretary of state. After leaving

public office Kissinger was especially closely tied to Rockefeller

interests The politics expressed by Kissinger would seem to be more

or less identical to those adopted by Zbigniew Brzezinski in 1979

and 1980 as well as by the dominant power bloc in the U.S. state in

1980 and 1981 (in both the Reagan administration and Carter's last

year). This bloc in 1980 includes the Council on Foreign Relations/

Trilateral Commission/Chase Manhattan Bank/David Rockefeller

network with which Brzezinski, Kissinger, and Haig have been so

closely tied throughout their political careers.

Kissinger, reflecting the revival of pre-Vietnam thinking within

the dominant power bloc, vociferously maintained that the United

States must take a strong, and if necessary interventionist, posture

in the less- developed countries, in order to firmly back U.S. interests

there. In speaking about Iran, Kissinger argued: ".
. .

no country

is so important that we must submit to its blackmail. No nation

must be led to believe that assaults on Americans are free."t Also

speaking of the Iranian situation he argued, ''Could it be that there

is no penalty for opposing the U.S. and no reward for friendship

to the U.S."

Kissinger revived the traditional notion that the Soviet Union is

essentially behind every national liberation movement and that both

the Soviets and "their proxies" must be contained. He sees the

world in traditional geopolitical terms of East-West contention as

well as the United States having the resources to successfully control

events throughout the world:

If you look at the global situation today, you see Soviet-armed guer-

rillas attacking Moroccan forces in the Sahara. If they prevail and tne

King is overthrown, the southern shore of the Strait of Gibraltar

will be in unfriendly hands. Can we then keep the Sixth Fleet in tne

Mediterranean? .

Soviet proxy forces are already on both sides of the Gulf ot Aden w

Yemen and in Ethiopia. Iran is, if not pro-Soviet, violently anti-Wesi.

So the security of the Strait of Hormuz is problematical. Saudi Aram

is substantially encircled by radical or Soviet-dominated forces.

Speech at Harvard University commencement, cited in New York Times,

12, June 6, 1980.
fC/.S. News and World Report, November 19, 1979, p. 27.
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Afghanistan has had a Soviet-supported coup. Cambodia has been
taken over by Vietnamese forces-with Soviet encouragement-and
therefore there is pressure toward the Strait of Malacca. Central
America is in ferment, abetted by Cuba and accelerated by our mis-
conception of the extent to which we can manipulate domestic struc-
tures. ... It is not possible that Soviet proxy forces remain the
decisive element in so many parts of the world.

It cannot be acceptable that major decisions in such areas as southern
Africa, for example, are influenced by the threat of Cuban intervention.
We are dealing here with a little country of 9 million, 90 miles off
our shore, from which we accept the dispatch of an expeditionary
force of close to 50,000 men into distant parts of the world athwart
our lifelines. And we accept the presence of a Soviet combat brigade
on its territory, the effective fortification of the island, plus active
subversion in Central America.

We have here a design extending from Central America to Yemen
that is either ineffectively opposed or totally unopposed. If present
trends continue, we will wind up in a position where only the most
brutal actions can save our friends, and that must be avoided.*

Alexander Haig, the principal foreign policy adviser in the
Reagan administration, echoes Kissinger's hard line position: In his
speech to the Republican National Convention in July 1980, Haig
argued:

You know, some years ago America together with our allies in Europe,
adopted a twin pillar of policy: detente, on the one hand, efforts to
improve East-West relations, and the maintenance of our necessary
security policy on the other. As I assess the success or failure of those
twin-pillared programs, as we have witnessed over the past years direct
proxy intervention by the Soviet Union with Cuban proxies in Angola,
Ethiopia and Southern Yemen, efforts to overturn the status quo in
northern Yemen, the creation two years ago of a puppet state in
Afghanistan upsetting 100 years of crypto-neutrality, the overrunning
of Cambodia by North Vietnamese proxies of the Soviet Union and the
recent unprecedented direct intervention of Soviet forces again in
Afghanistan, we must ask ourselves: have these twin pillars of policy
and the way they have been applied in recent years served the American
people and the interests of the free world? My answer is a categoric no.

We cannot seek ... to create mirror images of the United States in
every developing area throughout the world. You know, it neither
serves the purpose of social justice nor the vital interests of America
to pursue policies under the rubric of human rights which have the
practical consequence of driving authoritarian regimes, traditionally

*U.S. News and World Report, November 19, 1979, p. 27.
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friendly to the West, into totalitarian models where they will remain

in a state of permanent animosity to the American people and our

interests.

In a few years we Americans must, indeed, we will, one way or an-

other,-make a decision as to whether or not we will continue to seek

a world order hospitable to the Christian-Judeo values and interests

of today or to abrogate that order to values and interests distinctly

different from our own. . . . Therefore, rather than just a concern

to militrry thinking, the Soviet threat has now become a threat to the

very nexus of Western vitality-political, economic and military.

Clearly, the task ahead for this vital decade before us will be the man-

agement of global Soviet power.*

Haig further argued in his opening statement before the Senate

Foreign Relations Committee during the hearings on his confirmation

as Secretary of State:

Today the threat of Soviet military intervention colors attempts to

achieve international civility. Unchecked, the growth of Soviet military

power must eventually paralyze Western policy altogether. ... our

commitment to peace will not be furthered by abdicating the right to

exercise military power only to the most ruthless members of the inter-

national community -t

The notions articulated by Vance, and dominant in 1977 and

1978, were initially articulated by the key foreign-policy-making

institutions such as the Council on Foreign Relations and the Tri-

lateral Commission. In the mid-1970s they were essentially shared

by Zbigniew Brzezinski (the director of the Trilateral Commission

from 1973 to 1976) and presumably by David Rockefeller and

those at the center of the Chase Manhattan Bank/Council of Foreign

Relations/Trilateral Commission nexus. All evidence, however,

points to a rather fundamental shift in the foreign policy of this

nexus in the post-1978 period.

Kissinger and Haig in fact articulate the Rockefeller position.

In 1979 and 1980 Kissinger chaired the international committe

of the Chase Manhattan Bank and was a director of the Council on

Foreign Relations. Haig, a $2-million-a-year executive with Unit

Technology Corporation before becoming Secretary of State,

also a director of Chase Manhattan Bank (the principal Rockete

*New York Times, December 18, 1980, p. 12.

Wew York 7 imes, January 10, 1981, p. 10.
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bank) and a long-time close associate of Kissinger's. Haig had been
Kissinger's principal deputy during the early years of the Nixon
administration. Kissinger became Haig's special roving emissary
and advisor in 1981. The antagonism between Vance and Brzezinski
in the 1979-early 1980 period clearly reflected the contradiction
between the two positions. The progressive isolation of Vance and
the ascendency of Brzezinski along with the implementation of the
new militaristic "hard line" indicated that the post-Vietnam period
of "imperialism with a human face" was over before Reagan took
over.

It should be stressed that the U.S. state acts in support of the
economic interests of the transnational corporations but not because
capitalism would cease to be profitable without military interventions
to preserve foreign investments, and not because of any crude and
cynical cost accounting of profit and loss from foreign investments.
Capitalism would continue to be profitable in the United States
even if all overseas investments were lost (although there would
undoubtedly be a major reorganization of the economy and many
bankrupt transnational corporations). Those that make foreign
policy are as a rule principled people who sincerely believe in the
superiority of capitalist development as well as in the "evils of
communism." PsychologicaUy they are mostly motivated by what
they believe is best for the American people and the people of the
world. As Eugene Genovese (1967; 1968; 1969; 1974) has so bril-
liantly shown for the slave-owning aristocracy of the old South,
relations of production shape the social psychology of classes, and
position in the social structure is the ultimate source of a person's
motivation. Structures shape ideologies. A power elite position in
either the transnational corporations or the state involves one in
imperialist relationships that tie conceptions of self-worth and world
view to the logic of the world imperialist system. Foreign-policy
makers act as they do essentially because of the structural logic of
their position and not because of conscious considerations of profit
and loss.

The power bloc in U.S. foreign policy in the post-Vietnam period
moved to the new foreign policy of imperialism with a human face
because of the serious contradictions, both economic and social, the
failure in Vietnam produced. The new policy, however, also showed
itself to have serious problems. The new reserved noninterventionist
position of the United States facilitated the victory of a number of
antnmperialist movements. After Vietnam, Cambodia, and Laos
there was in rapid succession the victory of socialist or extreme
nationalist forces in Mozambique, Guinea-Bissau, Ethiopia, Afghan-
istan, Iran, Grenada, and Nicaragua. There were also vital leftist
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insurgencies in Zimbabwe, the Sahara, Namibia, and El Salvador

as well as two leftist incursions into Zaire's Shaba provinces that

threatened to bring down the shaky but pro-Western Mobuto regime .

The wave of antiimperialist revolution in the post-Vietnam period

threatened to sweep over all of Asia, Africa, and Latin America,

in the process costing the U.S. transnational corporations billions in

profits. Vietnam may inspire insurgencies in Thailand and Indonesia;

Iran destabilize Saudi Arabia and Egypt; Angola set South Africa

and Zaire aflame. A victory of the Polisario Liberation Front in the

Sahara might well bring down the conservative Moroccan regime.

The overthrow of Somoza may first cause the Central American

"dominos" to fall (e.g., El Salvador, Guatemala, Honduras) and then

precipitate revolutions throughout South America. The tremendous

stake of U.S. transnational corporations in these regions requires

drastic action to be taken before things get totally out of hand.

The post-Vietnam policy carried with it the danger of encouraging

revolutionary antiimperialist forces through not repressing revolu-

tions before they spread.

The Soviet Union, since the 1960s, has come to play an in-

creasingly supportive role in assisting the various antiimperialist

movements in the world. During the 1955-65 period the Soviets

were generally reluctant to confront or antagonize the United States.

They generally made considerations of "peaceful coexistence" and

"detente" primary; backed down from confrontation with the

United States over Soviet missiles in Cuba; gave little encouragement

to the Vietnamese during the early years of the war; undermined

China's militant position against both India and Taiwan; were cool

to the national liberation movement in Algeria; and signed a peace

treaty permanently neutralizing Austria.

But more and more the Soviets came to be the principal arms

supplier to national liberation movements such as those in Vietnam,

Eritrea, and Palestine as well as to such antiimperialist regimes as

Algeria, Angola, Syria, Iraq, Libya, and Ethiopia. Soviet material

aid played an important role in the Vietnamese defeat of Dm
imperialism. Its material assistance to the MPLA in Angola (along

with Cuban troops) proved to be decisive. Likewise the massive

Soviet military and technical assistance to the increasingly progressive

Dergue in Ethiopia proved decisive in consolidating that revolutionary

regime in the Horn of Africa (see Szymanski 1979, chap. 8). Sovie

willingness to aid Iran after the overthrow of the Shah, togetne^

with the Soviet intervention in Afghanistan coming to the Comm -

nist-led government's aid in the suppression of a domestic insurgency

threatening to install a reactionary regime in that country, proved
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be decisive. Those sharing the revitalized traditional foreign policy
articulated by Kissinger and Haig easily defeated the advocates of
the post-Vietnam foreign policy within the U.S. state. Growing
Soviet support for antiimperialist movements around the world
was presenting an "unacceptable" threat to the interests of the
transnational corporations in the less-developed countries. Measures
directed against the Soviet Union had to be taken in order to dis-
courage Soviet support for such movements, consequently, the grain
embargo, the 1980 Olympic boycott, the scuttling of SALT II,

restrictions on high-technology exports, expanding military spending,
the MX missile system, the deployment of Pershing II missiles in
Western Europe, large increases in military spending, and so forth.

The dominant power bloc in the U.S. state in 1980 began pre-
paring for more military interventions of the Dominican Republic
and even Vietnamese types. Draft registration, the building up of
three strategic Rapid Deployment Forces ready to quickly intervene
anywhere in the less-developed world, and the acquisition of new
military bases around the Near East, together with growing militarist
feelings inflamed by media coverage of the Tehran hostages and the
Soviet "invasion" of Afghanistan, all pointed to the recreation of
both the ability and the will to return to the pre-Vietnam foreign
policy of active intervention in the less-developed countries as well
as 1950s cold war policies of militant confrontation with the Soviet
Union.

The probability of direct military intervention is enhanced by
the declining world economic position of the United States. Grad-
ually losing out to Japanese, German, and other competitors in the
less-developed countries, the use of military force to set up and
guarantee distinctively pro-U.S. regimes in the less-developed world
appears increasingly attractive. The leading economic power in the
world capitalist system has traditionally been the least inclined
toward direct colonialism (e.g., Britain in the nineteenth century
the United States in the twentieth) because its international business
interests did rather well without it. The economically weaker world
capitalist powers have had to resort more to military and political
means to advance the economic interests of their transnational It
would appear that in the 1980s the U.S. transnational corporations
tind themselves in such a weak position vis-a-vis the other advanced
capitalist countries, and that direct military action is called for.me reluctance of the other major capitalist countries to support
the new "hard line" policies of the United States shows that their
transnational feel that the relatively noninterventionist policies
of the early Carter years work fine for them.
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It is probable that the United States will once again attempt

tn rontrol events throughout the less-developed world by means of

military intervention. It is unlikely that the U.S. state will allow the

tremendous stake the U.S. transnational corporations and banks have

in countries such as Saudi Arabia, Mexico, Brazil, Venezuela, and

the Philippines to be lost without a fight. It is quite possible that

military interventions can be temporarily successful in halting

a revolutionary process in some countries, as in the Dominican

Republic in 1965. However, it is unlikely that future military

interventions by the United States or other advanced capitalist

countries can effectively hold back the revolutionary wave sweeping

the less- developed world. Revolutions occur because of the under-

lying contradictions in the world capitalist system. Temporary

repression only increases the underlying pressures and makes the

revolutions all the more militant when they finally occur (e.g.,

Vietnam, Iran).

Military interventions in the post-Vietnam world are, further,

less likely to succeed than pre-Vietnam interventions. People in

the less-developed countries are now generally more politically

mobilized. Nationalism is more of a force. Other capitalist states,

whether in Europe or the less-developed countries, are less likely to

support U.S. interventions. The allies of antiimperialist movements

(e.g., the USSR, Libya, Cuba, Iran, and so forth) are stronger and

more willing to assist than ever before. The U.S. economy is relatively

weaker and more vulnerable to balance of payments crises and

declines in productivity than ever. The experience of the anti-

Vietnam War movement remains vital. All things considered, it

would appear that renewed U.S. military intervention will be as

ineffectual as that in Vietnam, will isolate the United States in the

world give considerable credibility to the Soviets, cause serious

domestic economic problems, and in a relatively short time result in

a massive antiwar movement, social instability, and delegitimation

at home. As an old saying goes, what happened the first time as

tragedy tends to happen the second time as farce.

Pressures can be expected to mount quickly for a return

the "post-Vietnam" foreign policy (second phase) for all the sara

reasons they mounted after 1968. It would seem that there is no

an inherent cyclical tendency in U.S. foreign policy produced b
>

u»

fundamental contradiction in which the leading imperialist sl

finds itself. To protect the profits of the transnational corporatio n

military intervention is necessary. Military intervention iesw

in serious economic and social problems that only a retreat i

such policies can solve. The imperialist state can not maximize
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its functional requirement of advancing foreign overseas economic
interests and ensuring domestic capital accumulation and legitima-

tion. The only resolution of this contradiction, and hence the only
solution to the dilemma of U.S. imperial policy, would involve the
transcendence of the imperialist system. That is, the replacement
of the logic of world capitalism by a socialist logic that does not
generate the economic domination of some countries by others.

CONCLUSION

The growing tendency for revolutions against imperialism to
break out throughout Asia, Africa, and Latin America, together
with the increasing threat to U.S. transnational interests that this

represents, means the increased military involvement of the U.S.
state in the less-developed countries. Imperialism should thus
become a central, if not the central domestic political question
in the United States. More so than ever during the peak of the
movement opposed to U.S. military intervention in Indochina,
prowar and antiwar movements and fractions are likely to contend,
both through established channels and in the streets. The greater
resistence of the less-developed countries and the greater isolation of
the United States from its allies will probably result in the domestic
struggle becoming all the more intense.

In such a time the necessity of having a scientific analysis of the
nature of imperialism is especially important. Movements directed
against imperialism must understand the dynamic, mechanisms, and
effect of this phenomenon if they are to be maximally effective in

opposing it. If the fundamental analysis of this book is correct, if

imperialism is an inherent part of the capitalist world system, and
not a policy implemented by misinformed, ill-intentioned, or greedy
individuals, then an effective antiimperialist movement must aim to
change the system that generates it, rather then replace politicians or
pressure Congress.
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