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Preface 

For years, movements and struggles have pounded at U.S. im
perialism. In fact, right within the "belly of the beast," during the 
period of the 1960s and early 1970s, the mass revolutionary up
surges of Black people and other oppressed nationalities and the 
antiwar struggles swept the country with an extraordinary ferocity 
never before seen in U.S. history. While there was an ebb in those 
struggles and social upheaval has not yet assumed seismic propor
tions, today the underlying crisis in the world is far more profound. 

Yet comprehension of the laws and mechanisms of imperialist 
crisis, of the historical momentum behind the current crisis, and 
where it is heading have seriously lagged. Indeed, such an analysis 
has been most conspicuous by its absence. It is to this task that 
America in Decline is addressed. This work examines the forces 
shaping U.S. imperialism, the reasons for its enormous strength in 
the postwar period, the causes of its decline, and the historic 
significance of the developing international situation. 

History's most powerful empire was erected on the ashes of 
World War 2. Puffed up and confident, the U.S. imperialists coined 
a phrase to describe the new state of affairs: "The American Cen
tury.'' They tried to portray their savage international exploitation 
and plunder as the' 'natural'' order of things. And, for large sections 
of the American people, such plunder came into sharp relief only 
when mass resistance, especially armed revolutions, broke out in the 
U.S. empire, or when some other imperialist confronted the U.S. 

For all its imperial arrogance, the American colossus would not 
have its century. The very advantages and real strengths the U.S. 

13 



14 America In Decline 

derived from the settlement of World War 2 not only made possible 
a period of marked expansion, but also contained the seeds of 
severe economic crisis. The defense and extension of empire gave 
rise to resistance from the world's people and to conflicts with 
rivals. These nearly four decades of United States dominance are 
now turning into their explosive opposite. Listen to the somber 
prediction made by the Middle East chief of a major U.S. bank: ''It 
was easy in the pre-Vietnam days to look at an area on the map and 
say, 'that's ours' and feel pretty good about investing there. That's 
no longer the case, as Iran has made so terribly clear. American in
vestment overseas is going to happen at a reduced rate until we can 
redefine our world .... '' 1 

The year 1968 can be viewed as a turning point; certain events 
were bellwethers of America in decline. The Vietnamese launched 
their nationwide Tet offensive. The dollar-gold standard had its 
first real trial of strength, a fact hardly unrelated to Vietnam. Later 
that year the Soviets invaded Czechoslovakia. The Soviet revi
sionists, who seized power in the mid-1950s and began the proc_ess 
of restoring capitalism, emerged in the 1970s as imperialist rivals 
increasingly forced to mount, and capable of mounting, a challenge 
to the worldwide interests of U.S. imperialism. As the 1980s opened, 
the economic and political crisis gripping both the U.S.-led and 
Soviet-led blocs and the interimperialist rivalry with which that 
crisis interacted were approaching the boiling point. In the follow
ing typically grim prognosis, Business Week bemoaned the uncer
tainty facing the world economy: ''For the first time in nearly forty 
years, forecasts can no longer be based primarily on financial and 
economic criteria. The international arena has so deteriorated in 
the last year that political factors - and the potential for military 
conflict - are as important in predicting world economies as are in
flation, growth, unemployment, or foreign exchange." 2 The im
perialists are readying to hurl entire continents at one another. The 
brutal yet inescapable fact is that world war not only looms on the 
horizon, but is an integral and necessary feature of capitalism in the 
imperialist epoch. 

As this preface is being written, it is possible to look back on a 
brief two years in which the pace of events in the "deteriorating" 
international arena noticeably quickened: near economic collapses 

1 Quoted in Business Week, 12 March 1979, p. 74. 
2 Business Week, 31December1979, p. 110. 
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in Mexico and Poland; insurgencies in Central America; wars in the 
South Atlantic, Africa, the Persian Gulf, and the Middle East; and 
massive weapons systems build-ups on land, at sea, and in space by 
both imperialist blocs. In the Third World, the combined effects of 
world economic crisis and political conflict have resulted in vast 
migrations of humanity - out of Haiti, Nigeria, the Horn of Africa, 
Southeast Asia ... the list goes on. In the seven major imperialist 
countries of the U.S.-led bloc, twenty-two million are officially 
unemployed, while in the "wealthiest" country itself fifty percent 
of Black youth cannot find work. 

Against this backdrop, the bankruptcy and inanity of main
stream economics stand out the more. In a survey of the difficulties 
wracking the economies of the Western countries during the 1970s, 
the London-based financial journal, The Economist, examined the 
track record of contemporary bourgeois economic theory: ''It has 
been a bad decade for economics.'' 3 Indeed it was. Forecasters 
were habitually off in their predictions, public officials reversed 
themselves on policy prescriptions, and research institutes found 
themselves grasping at straws. When it came to explaining the 
1974-1975 global downturn, a watershed in post-World War 2 
economic history, the Organization for Economic Cooperation and 
Development (which acts to coordinate economic policy among the 
Western powers) produced this authoritative observation: " the 
most important feature was an unusual bunching of unfortunate 
disturbances unlikely to be repeated on the same scale, the impact 
of which was compounded by some avoidable errors in economic 
policy.'' 4 

Such thinking reflected the conventional wisdom of the postwar 
period: the notion that satisfactory levels of output and employ
ment could be sustained through the right mix of fiscal and mone
ta~y measures. But this wisdom, once seemingly validated by a sus
tained and dynamic expansion of unprecedented dimensions, was 
shattered by the continued deepening of crisis. The annual eco
nomic summits which commenced in the wake of the mid-'70s 
downturn saw reflationary strategies replaced by deflationary 
measures, inflationary pressures yielding to stagnation, and at
tempts at monetary stabilization leading to major financial distur
bances. One specialist quipped in connection with fashionable 

3 
The Economist, 29 December 1979 - 4 January 1980, p. 41. 

0 
4 
Pa~l ~cCracken, et al., Towards Full Employment and Price Stability (Paris: 

rgan1zation for Economic Cooperation and Development, 1977), p. 103. 
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monetarism: "we have a quantity theory of no one knows what." 5 

As the 1980s opened, Nobel laureates were haggling over whether 
"depression" or "recession" was the right term to describe the cur
rent state of the world economy. 

It is certainly not for want of technical sophistication that 
bourgeois economics cannot explain crisis. If anything, the forrr_ial 
elegance of its computer-nourished models seems to correlate with 
their essential emptiness. The problem could be likened to the 
practice of alchemy - some highly complex and developed pro
cedures and methods, but lacking any scientific foundation. This is 
not to deny the value of computers; it is simply to observe that the 
class position and interest of those who seek to rationalize and de
f end a rotting system make it impossible for them to grasp the 
world as it is, and as it is developing. To be sure, the scholars and 
experts have not all been Pollyannish. Running counterpoint to the 
antiseptic micro- and macro-theories of capitalist rationality and 
adaptability has been a kind of doomsday thinking, which found an 
early and celebrated expression in the Club of Rome's 1972 The 
Limits to Growth. This was a modern Malthusianism: predictions of 
a cataclysmic collapse of the world economy due to overpopulation 
and resource exhaustion. There has also been a revival of "long
wave'' theory, which postulates a prolonged slowdown. If the 
learned hands do not know exactly what should be done, they do 
know the capitalist system is pushing against certain limits - even 
as they seek to theoretically explain this with a conjurer's trickery. 

America in Decline owes its existence to a renascence of Marxist 
theory stimulated by the revolutionary upsurges of the 1960s. 
Many activists, inspired by the national liberation struggles in the 
Third World and the Cultural Revolution in China, turned to Marx
ism, both to develop a systematic understanding of what was hap
pening in the world and to establish the theoretical line of sight of 
the struggle to transform it. The Cultural Revolution embodied a 
living critique and produced a body of ideas which challenged what 
had come to be regarded as socialism and socialist theory, namely 
the Soviet Union and a "Marxism" which, in method and outlook, 
had been effectively gutted of rebellion and revolution. In their 
polemics with the Soviets, Mao and the Chinese revolutionaries 
def ended the principles of armed struggle and the dictatorship of 
the proletariat. They undertook the formidable task of making an 

5 The Economist, 29 December 1979 - 4 January 1980, p. 41. 
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lysis of the dynamics of classes and class struggle in socialist 
ana · · h h f t ' · · ety and they generated a politics - t e t eory o con inuing 
soci , f h · 1. •t· olution - and a political economy o t e socia 1st trans1 ion 
rev . 1 . . 't d eriod. But while the Chinese revo utionaries posi e an assess-
p ent of the international situation in the early 1970s, based on the 
~kely outbreak of interimperialist world war u~less prev~nted by 
evolution, they did not develop a comprehensive analysis of the 

~olitical economy of imperialism in t?e postwar pe:iod. 
The foundation for such an analysis had been laid several dec

ades earlier in Lenin's Imperialism, The Highest Stage of Capitalism, 
which represented the major breakthrough in Marxist political 
economy since Capital. Not only did it systematize an understand
ing of the major developments in the ca~itali~t _mode of production 
since Marx wrote his masterwork, but it provided the framework 
for a revolutionary internationalist politics in the imperialist era. 
However, as Lenin himself reminded his readers, this was only an 
outline. Unfortunately, the theoretical work begun by Lenin was 
not carried forward by the international communist movement. In 
fact, in the formulations of "general crisis" associated with the 
Comintern, which continue to exert a deleterious influence on 
Marxist political economy, Marx and Lenin's methodology was 
largely abandoned. Given an impoverished tradition which, in ef
fect, served as an immunization against reality and could only 
counsel faith in the "coming collapse," it was not surprising that 
various noncommunist schools of Marxist economic thought 
developed and to some degree flourished during different phases of 
the postwar period. 

In coming to grips with the dynamics of imperialism since the 
end of World War 2, it has been necessary on our part to settle ac
counts with these schools. Nee-Marxists subjected the basic laws of 
accumulation discovered by Marx to major criticism. Many brands 
of "Third Worldist" thought (which in fact incorporated central 
tenets of neo-Marxism) saw in the very sharp contradictions be
tween the metropoles and the oppressed periphery the basic motor 
of capitalist accumulation which could run almost endlessly. And 
particularly as the inadequacies of these other conceptions became 
more manifest, there were those who argued for a "return to 
Capital," mainly restricting themselves to exegetical glosses or 
"proofs" of Marx's theorems. Each school has in a fashion attempted 
to tackle the real probiems of analysis posed by world develop
ments, but none has been capable of grasping the dialectics of 
imperialism and proletarian revolution in any thoroughgoing and 
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scientific way. The neo-Marxists focused on a single aspect of the 
postwar period, the sustained boom, without grasping its contra
dictory coordinates. While the "Third Worldists" correctly laid 
great stress on the role of the colonies in the process of imperialist 
accumulation, they raised one aspect of imperialism to the basic ex
clusion of all others. While correctly insisting upon Marxist rigor, 
many of those advocating a return to the categories of Capital func
tionally denied the specificity of imperialism. None of these ap
proaches could explain the complexity and direction of world 
events, much less support a revolutionary and internationalist 
politics. 

A conceptual starting point of this work is that the world 
economy must be treated as an integral whole. In a word, if we 
want to understand why there is starvation in the Sahel, why there 
are modern skyscrapers in Sao Paulo, why there is youth rebellion 
in the West or a momentary ebbing of revolutionary struggles in the 
1970s, and why imperialism is headed toward world war, we 
must look first to the international environment of capitalism. One 
crucial feature of that environment is the existence of an imperialist 
power which arose out of the reversal of socialism and which still 
makes use of many of the forms and structures developed under 
socialism - that is, Soviet social-imperialism. We refer to the 
Soviet Union - and to its bloc - as social-imperialist because of its 
history as a socialist state and the peculiar ideological camouflage 
of its depredations. While the purpose of this work is not to analyze 
that particularity and its historical underpinnings as such, the basic 
laws which we analyze apply to both imperialist blocs, and a full 
presentation of their significance and operation is impossible 
without reference to the social-imperialist formations. 

Much of the preparation of America in Decline involved close 
textual study of Marx in light of Lenin's work on imperialism, and 
of Lenin in light of major international developments since he elab
orated his analysis. The continued development of imperialism and 
the accumulation of vast new experience (including that of socialist 
revolution) require and make possible further systematization, 
both of the particularities of the postwar period and of the inner 
driving forces of imperialism as a stage of world history. But this 
can only be undertaken by building on the conclusions of Marx and 
Lenin, and on the basis of their methodology and outlook. In this 
context, Mao's important philosophical contribution on dialectics 
and on the relationship between the objective and subjective fac
tors and the conscious dynamic role of man becomes most relevant: 
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the purpose of making such an analysis is to accelerate the trend of 

history· . . . . 
This work is no mere academic exercise. If it can be said to be 

aking up for lost time, it is only because we are in a race against 
~me. We are approaching one of those brief but decisive periods of 
xceptional historical and social tension, when the routines of nor
~al life are shattered, when the possibilities for revolution are 
heightened. This has particular signific~nce in a country ~ike the 
United States which has been responsible for the suffering and 
deaths of hundreds of millions throughout the world. The very 
bulwark of imperialism in the postwar period will soon be plunged 
into great disorder. At the same time, revolutionary struggles in all 
parts of the world will bear tremendously on the situation and 
course of events in the U.S., and it is the inevitable conclusion of 
our analysis that maximizing revolutionary gains for the inter
national proletariat as a whole must be the fundamental point of 
departure in all countries - a basic truth which takes on magnified 
significance in such decisive periods. What is attempted and ac
complished - and here we speak of revolutionary initiatives - will 
reverberate powerfully through the future of human history. 

• • • • 

When America in Decline was originally conceived, our plan was 
to produce a single-volume study. In the years since, it has evolved 
into a more ambitious project and will appear in several volumes to 
be released successively. This first volume contains three introduc
tory essays: a theoretical introduction, an historical introduction, 
and a critical introduction. Chapter 1 of this first volume sets forth 
the basic theory, arguments, and analytic approach of the work. It 
covers ground which the reader may find difficult to negotiate. But 
this chapter provides the necessary framework for grappling with 
the main themes of the work as a whole. Chapter 2 sketches the rise 
of U.S. imperialism through the first two world wars. Chapter 3 
contains a critique of the traditional view of imperialist crisis pro
mulgated by the international communist movement. The next 
series of volumes treats the reorganization of the world economy 
following World War 2; the forging of the U.S.-led imperialist bloc 
and its development through the postwar period; the significance 
of a socialist camp and its transformation into a rival imperialist 
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bloc; and the Third World as a "gold-mine" and "mine-field" for 
imperialism. These studies will be followed by a detailed examina
tion of the mechanisms and dynamics of imperialist accumulation 
and by analysis of the particularities of the political economy of 
U.S. imperialism, including the role of the state, banking and 
credit, and agriculture. The work will conclude with a mapping of 
the current world crisis and an assessment of the prospects and 
forces for revolution in the 1980s. 

Chicago 
Raymond Lotta 
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Were the laws governing natural and historical phenomena simply 
reducible to or identical with external appearances, scientific in
quiry would itself be unnecessary. When many of the classical 
bourgeois political and economic theorists took as their point of 
departure the discrete individual and the market (which ostensibly 
maximized and reconciled conflicting self-interests), they were not 
merely constructing an apologia, but fastening on and absolutizing 
certain surf ace features of a social order whose logic they regarded 
as natural and eternal. Karl Marx pierced this veil of appearance, 
revealing the underlying production relations of capitalist society, 
their historical evolution, and why they necessarily assumed par
ticular external forms. 

The Marxist science of political economy studies the production 
relations of society: ownership of the means of production, inter
connections among people in the labor process, and distribution of 
the social product. It is not things, but relations among people that 
this science investigates, and in a society divided into classes these 
relations are ultimately manifested in class relations. Such a study, 
however, cannot be pursued narrowly - limited to factories or 
other similar production units or even, especially in this era, to 
countries, taken as self-contained entities. Nor can one system (of 
production relations) be taken statically, severed from the histor
ical development of the productive forces . Political economy must 
confront dynamic systems in their international relationships and 
their processes of change. 

23 
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In chronicling the bloody genesis of capital and showing that 
capitalist production pivots on the exploitation of wage-labor, Marx 
demonstrated how the particular motion of this mode of produc
tion lays the material foundations for a higher social order, produc
ing the very agent of the old order's destruction and society's 
transformation, a social force whose emancipation will require the 
abolition of all forms of exploitation: 

[N]o credit is due to me for discovering either the existence of classes 
in modern society or the struggle between them. Long before me 
bourgeois historians had described the historical development of 
this class struggle and bourgeois economists the economic anatomy 
of the classes. What I did that was new was to demonstrate: (1) that 
the existence of classes is merely linked to particular historical phases in 
the development of production, (2) that class struggle necessarily leads 
to the dictatorship of the proletariat, (3) that this dictatorship itself 
only constitutes the transition to the abolition of all classes and to a 
classless society. 1 

As against religious and idealist views of history, of supermen 
and supernatural forces, of unchanging human nature and doctrine 
(or pure happenstance), Marxism attaches analytic primacy to the 
material substructure of society from which arise the institutions, 
ideas, passions, and social and political movements of particular 
epochs. Within the structure of a social formation, it is the eco
nomic sphere, or the unity and struggle of the forces and relations 
of production, which principally determines the complexion and 
motion of that formation. What is engaged here, however, is not a 
one-dimensional and mechanistic rendering of ''ultimate'' causes, 
but a materialist and dialectical understanding of how, in the cru
cible of humanity's productive activity and class struggle, social 
transformation takes place, and what the various links and dif
ferent levels of mediation of this "life-process of society" are. 2 

Specifically, with respect to the political economy of capitalism, we 
are dealing with a complex process: the working out of the con
tradiction between socialized production and private appropria-

1 "Marx to Joseph Weydemeyer in New York" (5 March 1852). in Karl l'.1arx and 
Frederick Engels, Selected Correspondence (Moscow: Progress Publishers, 1975), 
p. 64. 

2 Marx, Capital, I, p. 84. All references to the three volumes of Capital are to the 
hardcover Progress Publishers edition, Moscow, 1971. 
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. . its interpenetration with the other contradictions flowing 
uon, · · h · 1 t. th from or incorporated in this process; t. e ~nte~re a i~n among e 

heres of production, exchange, and d1str1but1on, with.the sphere 
5
} production dominant overall and ultimately determinant; and, 
~inally, the continual movement, disruption, and transforma!ion 

f commodities into money and vice versa, of human labor into 
(o echanized labor, of many capitals into fewer capitals, of expan
~on into crisis, etc.) through which this mode of production and its 
contradictions are reproduced on a higher level. . 

Marxism posits a dynamic of history based on the real material 
and social forces operating in human society. To contend that the~e 
are objective factors which account for movement and change is 
not however, tantamount to positing a predictable progression of 
eve~ts: the specific pathway leading to - · and the resulting con
figuration of - the present-day world was certainly. not the only 
one possible. Wars won could have been lo~t, revolut10.ns defeat~d 
could have triumphed, and vice versa. Nor is the Marxist dynamic 
of history predicated on smooth or unilinear progress. The dis
integration of old production relations and the emergence o~ new 
ones is a continuing process of forward leaps and retrogression, a 
process suffused with complicated class struggles. Things ~evelop, 
whether in nature or society, through the struggle of opposites and 
through spiral-like motion marked by profound discontinuit~es. 
Capitalism, then, must be understood as a mode of production 
which is subject to and develops according to laws specific to that 
mode of production. Yet it does not hew to a predetermined course 
of development.· It must be studied in its historical concreteness 
and contingency, and the choices made and made good by the bat
talions of human actors are important elements of that con
creteness and contingency. What is certain, however, is that capi
talism's fundamental contradiction grows more intense and is 
repeatedly and more explosively posed for resolution. The advance 
to a higher social order, for which the material conditions are 
created by capitalism, can only be effected through ever more con
scious struggle and transformation. 

Capitalism has developed to a higher stage, its final stage, the 
outcome of the very laws of accumulation discovered by Marx. As 
Lenin concluded: 

Imperialism emerged as the development and direct continuation of 
the fundamental characteristics of capitalism in general. But capital
ism only became capitalist imperialism at a definite and very high 
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stage of its development, when certain of its fundamental character
istics began to change into their opposites, when the features of the 
epoch of transition from capitalism to a higher social and economic 
system had taken shape and revealed themselves all along the line. 3 

These features and their profound historic significance were the 
object of Lenin's analysis. New structural relations, whose material 
basis in the advanced countries lay in the growth of monopoly, 
emerged out of the general environment of capitalism, competi
tion, and commodity production. But in attempting to surmount 
the environment into which it is locked, monopoly creates more 
acute antagonism and conflict. The era of imperialism, Lenin em
phasized, is a violent threshold to something higher: 

Capitalism in its imperialist stage leads right up to the most com
prehensive socialization of production; it, so to speak, drags the 
capitalists, against their will and consciousness, into some sort of a 
new social order, a transitional one from complete free competition 
to complete socialization .... 

The extent to which monopolist capital has intensified all the 
contradictions of capitalism is generally known .... This inten
sification of contradictions constitutes the most powerful driving 
force of the transitional period of history .... 4 

The purpose of this introductory chapter is to examine the laws 
of motion of the imperialist system and to show how they heighten 
revolutionary possibilities. It is, of necessity, a defense and exten
sion of Lenin's analysis of imperialism, which remains the essential 
framework for understanding the diverse trends of this epoch. But 
just as imperialism arose on the foundation of capitalism, so, too, 
did Leninism arise on the foundation of a certain science - Marx
ism. It is necessary to grasp what is universal to the capitalist mode 
of production in order to uncover the laws particular to its im
perialist stage of development. The chapter thus has two major 
tasks. The first is to establish that the inner laws of capital as 
discovered and expounded by Marx remain the heart of accumula· 

3 V.I. Lenin , Imperialism, The Highest Stage of Capitalism (Peking: Foreign 
Languages Press, 1975), p. 104; also in Lenin, Collected Works (LCW) (Moscow: Prog
ress Publishers), Vol. 22, p. 265. Hereafter references to Imperialism will be given first 
to the Peking edition, followed in parentheses by the parallel citation to the Collected 
W:>rks. All Collected W:>rks references are to 1977 printings. 

4 Imperialism, pp. 25, 150 (LCW, 22, pp. 205, 300). 
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. in the imperialist era. The second is to uphold and to extend 
uon · 1 d · h t Lenin's work and to elucidate t~e p~rt1c':1 ar ynamics t ~ govern 
the process of world accumul~tio~ in t.h~s epoch. We begin by ex
amining the properties of capital ident1f1ed by Marx. 

I 

Common to every social formation is the la?or process. ~ociety is 
organized means within and through which human beings pro

~~ce (and reproduce) their requirements of life - in a ~ord, they 
work, and in doing so at once meet and alter t~ese requiremen~s; 
they are themselves chang.ed. Pr~duction constitutes the ~ssenti~l 
interchange of human beings with nature; but production,. this 
struggle with nature, exists in dialectical unity with the relations, 
and the struggle, among people: 

In production, men not only act on nature but also on one 
another. They produce only by cooperating in a certain way and 
mutually exchanging their activities. In order to produce, they enter 
into definite connections and relations with one another and only 
within these social connections and relations does their action on 
nature, does production, take place. 5 

Capitalism is merely a concrete, historical stage of human so
ciety corresponding to a certain level of develo~ment of th~ produc
tive forces (that is, the materials and techniques fashioned by 
human labor and the capabilities of that labor itself) which require 
''definite connections and relations.'' Capitalist society, understood 
as a productive process and a web of social and class relations, turns 
on commodity production: production not for direct and im
mediate use or consumption, but for exchange organized and con-
trolled by individuals or groups of individuals. 6 

• 

In all societies some mechanism must regulate and determine 
distribution of the means of production and labor in order to pro
duce and utilize a social surplus. In capitalist society, the products 

5 Marx, Wage-Labor and Capital, in Marx and Engels, Selected Works (MESW) 
(Moscow: Progress Publishers, 1973), 1, p. 159. 

6 In what follows we draw on the exposition of Owen Natha , "Commodities, 
Capitalism, Class Divisions - and their Abolition with the Achievement of Com
munism," in The Communist, Vol. 1, No. 1 (October 1976), pp. 3-22. 
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of concrete labor, or use values {the material substratum of all 
wealth), simultaneously present themselves as values: they 
possess a determinate amount of abstract labor, of society's total ex
penditure of labor - that is, the application of labor power in 
general, abstracted from its particular form - according to which 
they may exchange in definite proportion and on the basis of which 
social labor itself is allocated. This is the law of value: 

Every child knows that a nation which ceased to work, I will not say 
for a year, but even for a few weeks, would perish. Every child 
knows, too, that the volume of products corresponding to the dif
ferent needs require different and quantitatively determined 
amounts of the total labor of society. That this necessity of the dis
tribution of social labor in definite proportions cannot possibly be 
done away with by a particular form of social production but can only 
change the mode of its appearance, is self-evident . ... And the form 
in which this proportional distribution of labor asserts itself, in a 
social system where the interconnection of social labor manifests 
itself through the private exchange of individual products of labor, is 
precisely the exchange value of these products. 7 

In capitalist society, human labor and its products are not con
sciously allocated; social production is not subject to the direct calcu
lation of labor time. This occurs indirectly through exchange and the 
mediation of value relations. Under capitalism, independently or
ganized labor processes are dominated by the pursuit of profit. Dis
crete capitals or blocs of capital decide what and how much to pro
duce, and control the fruits of socialized labor. Yet each particular 
labor process is objectively linked to and dependent on others. The 
law of value unites these fragments into a social whole. Through the 
lure of profit and the signaling of prices {which are ultimately 
regulated by the expenditure of living labor), a specific social divi
sion of labor coheres and asserts itself. The direct measurement of 
value does not enter into the actual calculations of the capitalists; 
they deal with monetary phenomena, specifically the difference 
between cost price and selling price. It could be no other way given 
the private organization of the labor process. In exchange, specif
ically through money, individual concrete labor is directly 

7 "Marx to Ludwig Kugelmann in Hanover" ( 11 July 1868), Selected Cor
respondence, p. 196. 
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represented as its opposite, social abstract labor. 8 Value is the 
manifestation of social labor peculiar to commodity-producing society; 
the law of value, most especially the production and capitalization of 
surplus value, is the connecting and directing force of capitalist society. 

Capital is indeed guided by an ''invisible hand,'' though not in the 
fashion presumed by Adam Smith. The individual capitals of society 
interact with each other as units of the total social capital; what ap
pears as the product of the capitalists' free will in fact expresses the 
inner pressure of a social mechanism. As Marx explained: "The 
essence of bourgeois society consists precisely in this, that a priori 
there is no conscious social regulation of production. ' ' 9 Capitalist 
economic laws operate behind the backs of individual capitals. 
Competition, that harmonizing wand in the world of bourgeois po
litical economy, is actually an internecine. battle. Further, these 
laws are realized through and in the midst of ceaseless flux: 

[T]he law of the value of commodities ultimately determines how 
much of its disposable working time society can expend on each par
ticular class of commodities. But this constant tendency to equi
librium, of the various spheres of production, is exercised, only in 
the shape of a reaction against the constant upsetting of this 
equilibrium. 10 

Elsewhere, discussing value/price deviations, Marx noted that the 
"total movement of this disorder is its order. " 11 Moreover, this 
mode of production is founded on and rent by antagonistic class 
conflict. 

In sum, then, capitalism neither functions according to nor is 
comprehensible on the basis of some immanent equilibrium. Its 
regulatory processes generate disequilibrium and conflict, and 
operate through disequilibrium and conflict. Capitalism is a con
tradictory and antagonistic unity. 

" Commodities acquire a definite measure of their value in money - value 
assumes the external form of price in the realm of circulation - and in becoming 
manifestations of social, abstract (general) labor, commodities can act as such, i.e., 
~ey can be .exchanged for all other commodities in proportion to their value. See 

arx, Theories of Surplus Value, III (Moscow: Progress Publishers, 1969, 1968, and 
1j71 editions for Parts I, II, and III respectively) , pp. 130-36. The objective existence 
0 abstract labor allows money to function as a measure of value. 

9 "M arx to Kugelmann," Selected Correspondence, p. 197. 
10 Ca . l pzta I 1, p. 336. 
II M arx, Wage-Labor and Capital, MESW, 1, p. 157. 
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~he.commodity is the germ of the social relations of capitalism. 
Capitalism grows out of and represents the highest development of 
- in fact, it generalizes - commodity production. Central to such 
generalized commodity production is the transformation of labor 
po~er into .a co.mmodity. The exchange of this unique commodity 
agamst capital is the most fundamental exchange in capitalist so
ciety; within it lies the origin of surplus value, of profit. "The essen
tial difference between the various economic forms of society, be
tween, for instance, a society based on slave labor, and one based· 
on wage-labor, " Marx wrote, " lies only in the mode in which this 
surplus labor is in each case extracted from the a~tual producer, the 
laborer." 12 

The violent separation of the immediate producers from the 
means of production constituted the social basis of capitalism's 
rapid development in parts of Europe. The various poor and vaga
bond laws of the sixteenth and seventeenth centuries and the land 
enclosure acts, which helped prepare the way for the industrial 
r~volution in Great Britain, were prominent institutional expres
sions of the formation and disciplining of an ''outlaw'' class of pro
letarians. This separation lies at the core of the capital relation: 
" [the] severance of the conditions of production, on the one hand, 
from the producers, on the other ... forms the conception of 
capital. " 13 Capitalism's historical conditions of existence, Marx 
argued, 

are by no means given with the mere circulation of money and com
modities. It can spring into life, only when the owner of the means of 
production and subsistence meets in the market with the free 
laborer selling his labor power. And this one historical condition 
comprises a world's history. Capital, therefore, announces from its 
first appearance a new epoch in the process of social production. 14 

As an individual, the wage laborer is free from personal and 
customary servitude or obligation; he or she is not property as is 
the slave in that mode of production. But the wage laborer is b~rred 
from access to and control over means of production, and forced, 
therefore, to sell the only property at his or her disposal, labor 

12 Capital, I, p. 209. 
13 Capital, III, p. 246. 
1
• Capital, I , p. 167. 
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ower (the capacity to work), in order to receive wages with which f live. The laborer becomes a wage-slave, a slave not to particular 
~pitals, but to capital in general. ''The Roman slave was held by 
~etters: the wage laborer is bound to his owner by invisible threads. 
The appearance of independence is kept up by means of a constant 
change of employers, and by the fictio juris of a contract. '' 15 The pro
letarian is "freed" from ownership of means of production and 
"free" to work or to starve. Monopolization of the means of pro
duction by the capitalist class and the existence of free wage-labor 
allow the capitalist to combine means of production and labor 
power fluidly and flexibly (in this or that line of investment; in this 
or that locale, in response to this or that market condition) in the 
pursuit of profit. 

The category abstract labor is not an ai:bitrary construct or a 
logical common denominator. It reflects the historical displace
ment of artisans and craftsmen by property less and mobile laborers 
and the separation of labor from the land: ''Indifference towards 
specific labors corresponds to a form of society in which individ
uals can with ease transfer from one labor to another, and where 
the specific kind is a matter of chance for them, hence of indif
ference." 16 Abstract labor thus reflects the objective transforma
tion of the labor process, its socialization and homogenization. The 
material reality of equivalent labor, of labor as value, is bound up 
with the transformation of labor power into a commodity. 

The separation of the producers from the means of production 
estranges them from the products of their labor and the very pro
cess through which those products are produced. Labor, as Marx 
penetratingly described it, becomes "alienated from itself" - on 
the one hand, there is the laborer and, on the other, there is the 
laborer's physical and mental powers, to be bought and sold. 11 Not 
only is there this separation of the individual from his or her activ
ity - in that the capitalist controls it - but this productive activity 
itself is transfpr-irted into the material conditions for the continued 
and expanded enslavement of wage-labor, for the reproduction of 

IS c • l apzta, I, p. 538. 
16 

Marx, Grundrisse, translated with a foreword by Martin Nicolaus (London: 
Penguin, 1973), p. 104. On the material and social basis of abstract labor, see Lucio 
Colletti, ''Bernstein and the Marxism of the Second International,'' in Prom Rousseau 
to Lenin !London: New Left Books, 1972), pp. 76-88. 

17 
Theories of Surplus Value, III, p. 259. 
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the capital relation, a class relation of exploitation. The proletariat 
is confronted and ruled by its own creations. 

With the generalization of commodity production, the whole of 
social life is at once stamped with exchange relations, incorporated 
into the cash nexus, and mystified: 

[A] definite social relation between men ... assumes, in their eyes, 
' the fantastic form of a relation between things. In order, therefore, 
to find an analogy, we must have recourse to the mist-enveloped 
regions of the religious world. In that world the productions of the 
human brain appear as independent beings endowed with life, and 
entering into relation both with one another and the human race. So 
it is in the world of commodities with the products of men's hands. 
This I call the Fetishism which attaches itself to the products of 
labor, so soon as they are produced as commodities, and which is 
therefore inseparable from the production of commodities. 18 

Under commodity production, relations between people in pro
duction and social relations between people in general are dis
guised as relations between things, between products, between 
commodities. People appear to each other as the owners of this or 
that commodity and the fact that they are part of a broader social 
division of labor only becomes clear when they exchange commod· 
ities in the market (through which individual labor manifests its 
social character and is validated). Social labor is not treated as such; 
it is not directly and consciously deployed by society as a whole. 
That labor is the bond between people in society, indeed the very 
basis for society, is hidden because labor is carried out by socially 
fragmented (privately organized) groups of individuals. Hence, any 
given part of social labor is not immediately recognized as just that 
- part of the aggregate labor of society - nor is it stamped as social 
labor except in the exchange of commodities. 19 In sum, as a result of 

111 Capital, I, p. 77. 
111 Fluctuations in prices are the signal that too much or too little social labor has 

been expended in particular spheres of production. In response to these market 
signals, social labor is reallocated. Changes in supply and demand produce fluctua· 
tions of commodity prices around commodity values. If a particular commodity is 
overproduced, its price will fall below its value and the producers in that line of pro· 
duction will fail to receive the full value of their commodities. If, on the other hand, 
demand for a particular commodity is greater than its supply, then the producers will 
receive more value in the form of money than the socially necessary labor contained 
in their commodities. The market prices of commodities will deviate from the direct 
monetary expression of their value. But the sum total of prices is tied to the sum total 
of values. 
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. ontaneous development of the social division of labor and 
this sp diating role of the exchange process and money, labor times 
the rne · d' 1 d' 'b t d · directly compared and social labor in irect y istr1 u e . 
are ~~e historically progressive role of capitalism (apart ~ro~ cr~at
. world market) lay in concentrating and transforming hm1ted 
ingda attered means of production into social means of production 
an sc 11 · · f · d' 'd 1 

k d by - and only workable by - a co ect1v1ty o in iv1 ua s . 
wor e · f · d' · d 1 t C 'talisrn transformed production from a series o in iv1 ua ac s, 
. apihich tools and instruments were mainly used by and adapted to 
in w f · d' 'd 1 · t · f the labor of single or small groups o in ivi ua s, in o a series o 
social acts, in which individual products become much more fully 

'al products with the development of more advanced means of 
SOCl . l d'd . kt production. In lower stages of society peop ~ 1 at times wor. o· 
ether in large aggregations; in ancient society labor was combined 

g ' f II bl' k II d into one process in mining and construction o pu ic wor s, ~n 
large-scale agriculture was an occasiona~ feature of. bot~ anc.ient 
nd medieval society. In essence, production always is social, since 

~articular activities a.re part o.f the objective division .of labor'. But 
by dramatically scaling .pre.v1ous na~ural and technical ~arriers, 
capitalism raised the objectively social. n~ture of production to a 
qualitatively new level; it created socialized la~or based on ~he 
combination and interaction of mass labor with the machine 
system. Under capitalism labor became directly social within the 
process of production itself 20 

• • • 

The energy and acquired knowledge and skill ~f :ar1ous k1?ds 
of labor were formed into a cooperative mode of activity and articu
lated into a complex division of labor to produ~e a social prod~ct. 
Capitalism stimulated scientific discovery and it beca~e possible 
to apply science on a far-ranging scale to the productive p:oc~ss. 
Perfection of the factory system and the subsequent mec~anizat1on 
of labor operations converted the individual laborer into what 
Marx called '' ay-.otgan of the collective l~borer [to] ~erform one ~f 
its subordinate functions." 2 1 The collective laborer is the embod1· 
ment of this profoundly social process of production: the minin~ of 
ore, the casting of steel, the design and manufacture of a ma~h1ne 
tool are, by themselves and in connection with each other, highly 

20 See Engels, Anti·DUhring (Moscow: Progress Publishers, 1969), PP· 318·19; 
Capital, III, pp. 104, 266. 

21 Capital, I, p. 476. 
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socialized and interdependent processes. But this living social 
organism must adapt and subordinate itself to the imperatives of 
capital and its organization of production._ . . . 

The fundamental contradiction of capztalzst soczety zs between 
socialized production and private appropriation. The means of pro
duction are produced by socialized labor and can only be made use 
of by socialized labor. But capitalism, owing to the monopolization 
of wealth and of the means of producing wealth by the capitalist 
class which controls labor power, stands in the way of the direct 
social organization of production - and of distribution, which 
depends on production - of the material requirements of life. In 
capitalist society, the productive process is a complex agg~eg~ti?n 
of highly entwined and interdependent elements. Yet, the ind1v1d
ual elements forming this totality are discrete, if increasingly col
lective, units of capital, which exist in opposition to each other and 
which are driven, on pain of extinction and on the basis of this prop
erty relation of private ownership, to outflank and outstrip each 
other. In capitalist society, social development takes place and 
societal interests are met through the interaction of contending cap
itals - but the internal contradictions of this social matrix con-
tinually impinge upon and undermine it. . 

As the most highly developed, most general form of commodity 
production, production under capitalism finds expres~ion in the 
operation of blind forces: the tendency to expand the social produc
tivity of labor as though there were no limits, and the collision of 
this expansion with the actual limits imposed by capitalist rela
tions. And so, within the U.S. auto industry, for example, one can 
observe intensified competition leading to the near bankruptcy of 
one of the "Big 3," the potential shock waves fr,om which would be 
staggering. In terms of intersectoral relations, one can observe th~ 
disparity, for instance, between Soviet heavy industry and agri
culture which has reached crisis proportions in recent years and 

I • 

which is placing enormous strains on that economy. 01:1 an inter-
national plane, the steel industry of the Western bloc is saddled 
with excess capacity, its markets saturated. Certain oppressed 
countries, like Mexico and Brazil, where industrialization ha~ been 
most extensive and rapid, now face the prospect of economic col
lapse and political upheaval. Looking at the world econom~ as a 
whole, the years 1948-1971 witnessed unprecedented expansion -
the average annual rate of industrial growth was virtually twice the 
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verage annual rate during the entire period 1700-1971. 22 Yet, to
~ay capitalism is engulfed by its most serious crisis ever and stands 
oi~ed for a world war of mutual conquest beside which the de

ptruction and the fifty million killed during the last one will pale in 
s . 23 
comparison. 

The greater the development of socialized production, the more 
·t undermines the basis of capitalism's existence and brings into 
~harper and sharper antagonism the basic contradiction between 
socialized production and private appropriation. In its historical 
development, this contradiction has characterized and shaped the 
entire capitalist epoch - and this is so in an intensified and more 
all-encompassing way in the epoch of imperialism and proletarian 
revolution. 

Capitalism has laid the foundations for the world as a whole to 
advance to an entirely new stage of human history, to overcome the 
scarcity which is the ultimate source of antagonistic social conflict. 
Sut it has done so through exploitation, plunder, and by greatly 
distorting distribution and rational allocation of the world's re
sources. Only when worldwide proletarian revolution puts an end 
to all the social relations of capital will the era of communism 
begin. It is this revolution that strikes at and rips up the roots of ex
ploitation, oppression, and social inequality; only with the achieve
ment of communism can society rationally confront and transform 
nature - and itself. 

22 W.W. Rostow, The World Economy: History and Prospects (Austin: Univ. of Texas 
Press, 1978), pp. 48-49, 659-62 (where the sources for this index of world industrial 
production are cited along with a discussion of methodology). The aggregate growth 
rate includes the Sovi~t bloc and Third World in the post-World War 2 period. The 
growth rates for the eatlier periods are based on the most comprehensive data 
available for world totals. 

23 
Indeed, the scale and speed of technical and scientific advance in this century 

know no parallel in human history. It has been estimated that the entire body of 
human knowledge roughly doubled from the mid-1950s to the mid-1970s; 90 per
cent of all scientists and engineers ever professionally trained are now alive (Ros tow, 
:;vor/~ & onomy, p. 630). Yet twice already in this century the major effort of in· 

ustnal countries has been parlayed into the development and manufacture of 
~eapans -- the sum spent on the development of the first atomic bomb was more 
~h an ha.d b~en spent on all the scientific research and development carried out since 
b ~beginning of human civilization (J.D. Bernal, Science in History, Volume 3 [Cam-
ndge: MIT Press, 1971). p. 834). 
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II 

The aim and motive of capitalist production is not use values as 
such, but production of surplus value, production of commodities 
containing more labor than has been paid for by the capitalist. The 
secret behind the extraction of surplus value lies in the surplus (un
paid) labor appropriated by the capitalist. As Marx laid bare, what 
the laborers bring to the market and sell to the capitalist is not in 
fact labor but the temporary use of themselves as a working power 
that is, their labor power. The value of their labor power is equiv~ 
alent to the labor time (value) embodied in their means of subsis
tence - their physiological and social needs must be met so they 
can offer themselves for sale on a continuing basis - and the cost of 
rearing a new generation of workers. Ultimately, wages corres
pond to these reproduction costs. Again, with the replacement of 
natural production by commodity production relations, reality is 
masked: in the realm of circulation, a relation of equality appears to 
exist, i.e., wages are received in return for work. In fact, in ex
change for wages (representing the value of their reproduction 
costs) workers perform labor in excess of what these wages repre
sent; they produce the equivalent of their wages and an increment 
above and beyond the cost of their necessities of life. 

Capitalist accumulation is the accumulation of surplus value, the 
reconversion of surplus value into capital (into additional means of 
production and labor power) with which to produce more surplus 
value. The capitalist strives neither to amass use values for himself 
nor simply to form a money hoard, but to carry on this process of 
accumulation as an end in itself. Production of surplus value is not a 
matter of choice or desire; it is an inner necessity. From this neces
sity flows the objectively operating tendency of capital to con
stantly reduce the labor time necessary for the production of com
modities. 

As will be recalled, only on the basis of capitalist production does 
the commodity become the general form taken by the products of 
social labor. With the advent of capitalism an important and crucial 
development takes shape: the ingredients now entering into the 
productive process itself do so as commodities, and the entire pro
duction process becomes one of capital circulation. Marx explains: 

We are no longer faced with the individual commodity, the in
dividual product. The individual commodity, the individual prod-
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uct , manifests itself not only as a real product but also as a commodi
ty, as a part both really and conceptually of production as a whole. 
Each individual commodity represents a definite portion of capital 
and of the surplus value created by it. 24 

37 

A commodity requires for its production only a certain amount 
of labor time (socially necessary labor time), and the different pro
ducers face a certain compulsion. To begin with, they must sell 
their entire output as commodities. Further, if they are to retrieve 
what they have expended for means of production and labor power 
and realize the surplus labor performed by wage workers, that is, if 
they are to convert their commodities into money (and more money 
than they began with, besides), then they must produce according 
to certain norms. These norms are established through the inter
action of competing capitals and enforced by the requirement that 
capital seek out the highest rate of return. The existence of a market 
for means of production and labor power presents the individual 
capitalist with a simultaneous opportunity and threat: he can move 
from one sphere of production to another in search of higher prof
its, yet other capitals can enter his line of production and under
mine his position. The capitalist cannot resume and expand com
modity production, cannot complete and begin anew the circuit of 
capital, unless he produces at the socially determined level of effi
ciency. Failing this, he could not sell his commodities - they would 
be overpriced - or he would be forced to sell at a loss, compelled to 
modernize or go bankrupt. Hence the labor (or part of the labor) 
performed and embodied in the new commodities would not be 
socially recognized. 

When all (or practically all) the elements of the productive pro
cess are commodities or, to put it differently, when a labor market 
and a market for means of production come into being, commodity 
producers become integrated into a single process in which genu
inely social conditions of production emerge. These phenomena 
are very much lin~d with the historical gathering together of scat
tered, isolated elements of production and social structure and 
their qualitative transformation int9 national markets and social 
formations. The rise of capitalism was also, historically, the rise of 
the modern nation and nation-state. 

24 
Theories of Surplus Value, III, pp. 112-13; see also John Weeks, Capital and Ex

ploitation !Princeton: Princeton Univ. Press, 1981), pp. 29-38, on the monetization of 
production inputs under capitalism, in relation to the discussion that follows. 



-
38 America In Decline 

Contrast all of this with commodity production under feudal
ism. Then, a surplus was produced beyond the consumption needs 
of the direct producers. The surplus not consumed by the lords was 
thrown into commodity exchange. However, precapitalist com
m?dity producers were not compelled to produce and dispose of 
this surpl~s pro~u~t on a constantly changing (and widening) scale 
of productive ~fficiency; due to the relative insularity of feudal pro
ducers, they did not face the same danger the capitalist does of be
ing wiped out by competition. 25 

Not only were such producers more isolated from each other 
but their material conditions of production did not generally con~ 
form to the laws of commodity production. A large portion of 
feudal exchange consisted of luxuries. The form of the circulation 
of commodities then taking place, C-M-C, involved the transforma
tio~ o~ commoditie~ .into money, and the change of money back 
ag~in into commodities, that is, selling in order to buy. The capi
talist, on the other hand, must purchase the vast bulk of his means 
of production (he cannot himself supply all the materials, fuel, 
compon~nts, transport facilities, spare parts, and machinery that 
he requires) and make good on these expensive investments in 
plant, equipment, etc. Of course, precapitalist commodity pro
d~cers were confronted by all manner of necessity. They might be 
wiped out ?Y natural disaster, pillage, recurrent peasant rebellions, 
or the political pressure of peers (leaving aside pressure from a 
more advanced, capitalist mode of production), and, in order to 
f~nction, they could not simply produce at any level - nor, ob
viously, cou~d they fail to produce. But they were not prepon
derantlf .subject to the pressures of economic competition, though 
competition with other commodity producers existed in some 
forms. And despite the increasingly significant influence exerted 
by the law of value in exchange, not until labor power itself was 
transformed into a commodity did the law of value regulate the 
allocation of social labor. 

. Capita.list commodity producers are interdependent in a quali
tatively di~fer~nt way th~n were those producing for exchange in 
the precapitahst epoch. First, capitalist producers themselves form 

2
; See Lenin's early writings, particularly "A Characterization of Economic 

Romanticism," LCW, 2, p. 164, and "The Development of Capitalism in Russia," 
LC".V, ~· p . 66, .for notewort~y .discussion of the inherently expansionary drive of 
cap1tahsm relative to precap1taltst modes of production. 
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a market for each other's commodities, both for means of produc
tion and (along with workers and other strata) for means of con
sumption. 26 Second, they jointly contribute to the establishment of 
and are mutually constrained by standards of socially necessary 
labor time, as reflected in the existence of specific productive 
norms which must be observed on pain of ruin. These commodity 
producers are separate yet linked to each other by the law of value. 
What is involved is an historically specific form of commodity cir
culation: M-C-M', the transformation of money into commodities, 
and the change of commodities back again into money (of a greater 
magnitude than at the beginning of the process). Or, in short, buy
ing in order to sell. 

Shattering the " eternal" verities of bourgeois political econ
omy, Marx revealed the conditional and transitory character of the 
capitalist mode of production. Value is inextricably bound up with 
commodity production and commodity production in turn is 
bound up with the historical appearance and persistence of definite 
social relations: ''articles of utility become commodities, only be
cause they are products of the labor of private individuals or groups 
of individuals who carry on their work independently of each 
other. " 21 Mankind must and always will create use values (wealth 
in the general sense) or else there could be no society and no human 
life. But, as opposed to the production of use values, commodity 
production and the production of value - that is, that form of social 
organization in which labor time and relations between differing 
labor times are revealed indirectly through the value form (as ex
pressed in monetary units of account) - only correspond to acer
tain historical stage in the development of production. 

This puts the preceding discussion in some perspective. Ex
change of equivalents, which is one aspect of the law of value, is 
based on the objective existence of socially necessary labor time. 
This is predicated on the generalization of commodity production, 
including the c~cial transformation of labor power into a com
modity. But this transformation separates property from labor and 
enables the capitalist to appropriate without equivalent the labor of 
others (and its product). Indeed, capitalist property prevents the 

21
' Even workers' consumption is, in an overall sense, subsumed by capitalist de

r;iand since their consumption depends on their employment and wages (their ar
ticles of consumption must also in the main be purchased as commodities) and this 
depends on the capita lists ' demand for labor power. 

27 c . l ap1ta , I, p. 77. 



--
40 America In Decline 

wage laborer from appropriating his own product. 28 Labor power is 
socially useful (and employable) only insofar as it is capable of pro
ducing surplus value and meeting the demands of profitability. It is 
allocated and paid for in accordance with the law of value. In capi
talist society, what gets produced is determined not by the social 
utility of particular products or activities, but by the profits gener
ated by their production. Efficiency and technical progress are 
measured in terms of their contribution to profitability. The aver
age social profit rate on invested funds (about which more will be 
said shortly) sets the norm for enterprise performance and viabil
ity. These phenomena are aspects of the commanding role of the 
law of value in social production. 

In capitalist society, the labor process - purposive activity through 
which human beings make use of and transform nature - is subordinate 
to the value-creation process. Indeed, as Marx emphasized, value for
mation is at once a process of value augmentation. The very mea
sure of value, socially necessary labor time, is established in the 
context and on the basis of the capitalist pursuit of profit. The urge 
to produce more with less labor, that is, to reduce socially necessary 
labor time, is the requirement of maximizing profit with a mini
mum of capital. The law of value, then, is not a neutral arbiter of 
efficiency; its dominance rests on exploitative social relations. 
Socially necessary labor time is determined with reference to and 
exists in dialectical unity with appropriation of surplus (unpaid) 
labor. 29 Put differently, where the law of value dominates produc
tion and exchange, compelling the cheapening of commodities, the 
production of surplus value dominates. Where value and profit 
form the starting and end point of social production, waste, crisis, 
and destruction must result. In a genuinely socialist economy, the 
value-creation process is subordinate to the socialist labor process 
and the conscious activity of the masses, exchange value is subor
dinate to use value, and economy \of time is subordinate to and 
governed by revolutionary, proletatian politics. 30 When the pro-

2
" See Capital, I, p. 547. 

29 For a relevant discussion of this, see Charles Bettelheim, Economic Calculation 
and Forms of Property (New York: Monthly Review Press, 1975), Chapter 1, Part 3. 

30 These points are developed in two important works written by the revolutionary 
forces in China prior to the revisionist coup of 1976. See George Wang, translator 
and editor, Fundamentals of Political Economy (White Plains, NY: M.E. Sharpe, 1977), 
Chapter 15, and Writing Group of the Kirin Provincial Revolutionary Committee, 
"Socialist Construction and Class Struggle in the Field of Economics, Critique of Sun 
Yeh-Fang's Revisionist Economic Theory," Peking Review, No. 16 (17 April 1970). 
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·at rules social labor is consciously allocated and organized in 
letari ' . 1 . 

rdance with the interests of world proletarian revo ution. 
acc~he full development of commodity production signals the.full 

d 
lopment of the regulating role of the law of value and relations 

eve . d H · 
of competition among private commod~ty1 pro1 ~cers. ow~ c~m-

etition, which is at the heart of the capit~ re ation, even un er im-
~erialism, to be understood? Marx explained: 

Conceptually, competition is nothing ot~er t.han the inn.er nature of 
capital, its essential character, a~pear1n~ in and realized a~ the 
reciprocal interaction of many capitals with one another, the inner 
tendency as external necessity. . . 

. .. {C]ompetition is nothing more than the way in which the 
many capitals force the inherent determinants of capital upon one 
another and upon themselves. Hence not. a single categorY. of ~he 
bourgeois economy, not even the most basic, e .g. the determination 
of value, becomes real through free competition alone .... 31 

The essential thrust of Marx's comment is that while the laws of 
accumulation operate through competition, which implies the mo
bility of capital, competition itself is neither ~n abstract . ''org.~
izing'' principle, nor some independently existin~ mechanism; it is 
the form in which the productive process of capital expresses the 
separateness yet codeterminantness of individual capital~: '' F;ee 
competition is the relation of capital to itself as ~nother .capital, i.e. 
the real conduct of capital as capital.'' 32 Each unit of cap.ital puts the 
others to the test in the marketplace; none can stand still and none 
can be secure in its position. The possibility of gaining advant~ge 
(on the basis of intensified exploitatio·n and more productive 

31 Grundrisse, pp. 414, 651; see also the critique of bourgeois ~oti~ns of competition 
in Weeks, Capital and Exploitation, pp. 152-54 and 163-66, which is drawn on here. 

32 Grundrisse, p. 650. It was the anarchic thrust of a more product~ve mod~ (r~sing 
capital) which tore~wn the barriers to mobility represented by g~1ld ass?c1ah~ns, 
state regulation, tariff$, and, most especially, labor that ~~s locked mto social ?bli~a
tion and tied to the land during the feudal era. Competition then came fully mto its 
own. To establish and extend the dominance of capital over labor, however - and 
here we might recall the role of politics, as exempl~f~ed by the coercive enclosure acts 
and poor laws mentioned earlier - the bourgeoisie needed .to ~~cure state pawer, 
hence the need for political revolution against feudal rule .. sign~i~antly, the i_ndus· 
trial revolution in Great Britain occurred after the bourgeois pohhcal revolu~on of 
the seventeenth century. Mao Tsetung emphasized this historic~ sequence m the 
context of a broader discussion of how revolutionary transformations of .the super· 
structure and production relations stimulate t~e development of productive forces. 
See Mao Tsetung, A Critique of Soviet Economzcs, translated by Moss Roberts (New 
York: Monthly Review Press, 1977), pp. 65-67. 
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technique) becomes the necessity to do so ( h b . . 
appropriation) W'th . d on t e asis of private . i improve methods of production no 
generally ad?pte~, the individual capitalist can arner extra t Y:t 
by underselling his competitors and yet sell' ;. . ~rofit 
b
or above their ~dividual value until them~~! a~:~~:~od1ttihes at 

ecome generalized. me ods 
Competition is therefore the mechanism b h. . essa~ labor time is established and continual!~ :o~~t s~c;ally nec-

of ~igher profit, capital, based on its mobility will a~o· fl~ se~rch 
an ?ut of ~a~icular industries (drawing labor ~ower, which: i~to 
r~~~::~ ~/ir::t:~c~r ~;;::r ~r~p~;~~~z~/~:=:: ;:~:~~:~~ii~~ 
a or power, thereby establishing a general rate of profit 33 Th'o 

process serves to distribute capital in v . . . is 
ferent spheres and to t f 

1 
~rying ~roportions to dif. 

(cost price lus avera e rans .orm va ues in.to prices of production 
tate Th' p f g profit), around which market prices gravi-
co~pettt~~~~ect o the law of value, then, is also enforced through 

Competition is not a function f th d 

~sa~~~a!, f~~~~~~~f ~~~e::,~: of. t~: ~jitil r:l~~~~n~~~~o~i:::~~~i~: 
to be identified with partic ylin ivi kua capit~ls may exist. It is not 

. . u ar mar et practices e g · 
competition or with indi'vi'd I k . , .. , open price · ' ua mar et conditions th 
istence of more than one firm . 'f' , e.g., e exd I . . . in a speci ic product market Fun-
ament~ l~, competition involves struggle over thee . . d 

appropriation of surplus value and i xpansion an 
in the imperialist epoch. t grows more, not less, intense 

pri!'~e:~;:~~~~:~~~ P~;vs~~p~~~a~~~:~o~:pfittahle labor process and 
capitals: ' emerges as many 

33 A . n average rate of profit generalized thr h d1ff~rent branches of production is ·ust tha~u~ out the economy as a.whole and its 
c.ap1tals operate and which is itself in ~ontinu~l rt av;~ag~ a~o_und which particular 
hon process is that the profits of individ l ~x.. e s1gn1f1cance of the equaliza· 
value extracted directly from the1·r kuaf capitalists are not equal to the surplus 

h f 
wor orces · they sta d · · 

s are o the total social capital invested (Th' d. 't .b . n m ~roport1on to their 
through the price mechanism.) Simila 1 · ·~~· is n. uh~n of profits works itself out 
producers capture a larger share of tot~f ~ w1 1 in a 71ven industry, the more efficient 
producers are also linked through the u~p tu~bva .ue. Hence, capitalist commodity 
perialist epoch, the redistribution f re if n uhon ?f surplus value. In the im· 
dominance of monopoly and by into s~~ uf valu.e is conditioned both by the 
domination. erna iona relations of economic and political 
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capital exists and can only exist as many capitals, and its self· 
determination therefore appears as their reciprocal interaction with 

43 

one another .... 
Since value forms the foundation of capital, and since it therefore 

necessarily exists only through exchange for counter-value, it thus 
necessarily repels itself from itself. A universal capital, one without 
alien capitals confronting it, with which it exchanges ... is therefore 

a non-thing. 34 

Capitalist production is a multiplicity of interdependent labor pro· 
cesses. But from the beginning labor is not directly social. These are 
independently organiz~d labor processes; only through exchange 
do they form into a profoundly social division of labor. In capitalist 
society - a society regulated by commodity production and the law 
of value and the production of surplus value -things, i.e., means of 
production and labor power, must first undergo preliminary trans· 
formation into capital. Products (use values) enter into the produc
tive process and emerge out of it as commodities, and the value em· 
bodied in them can be realized only upon sale. It is this "commod
ity environment" that makes it impossible for capital not to "repel 
itself from itself,'' impossible not to exist as many capitals. 

The material basis for and seeds of competition in class society 
lie in the existence of independent sites of accumulation (separable 
production units or associations of such units), different branches 
of production, regional and sectoral differences (between agri
culture and industry and between town and country), and different 
centers of decision-making (departments and ministries) in an 
interdependent and integrated economic formation. The deter
mining role of the law of value and the expand-or-die urge of capital 
will invariably find expression in the opening of new fields of pro· 
duction and the more intensive development of old ones - with 
new capitals forming and old ones splitting on the basis of colliding 
claims to surplus value produced throughout society. 

Capitalist accu;nulation is rooted in the appropriation of unpaid 
labor, which hinges on the buying and selling of labor power. But 
the compulsion to accumulate derives from the existence of many 
capitals. The reciprocal interaction of these many capitals forces 
the continual revolutionizing of the productive forces as a matter of 
internal necessity and self-preservation. Thus does capital unleash, 
through this contradictory form, the power of socialized produc· 

31 Grundrisse, pp. 414, 421n . 

• 
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tion. The' 'inner nature of capital'' to which Marx refers is precisely 
the contradiction between socialized production and private ap
propriation. This explains capitalism's unprecedented dynamism 
relative to previous modes of production: 

[T]he development of capitalist production makes it constantly 
necessary to keep increasing the amount of the capital laid out in a 
given industrial undertaking, and competition makes the immanent 
laws of capitalist production to be felt by each individual capitalist, 
as external coercive laws. It compels him to keep constantly extend
ing his capital, in order to preserve it, but extend it he cannot, except 
by means of progressive accumulation. 35 

As Marx made clear, the process of capital accumulation is not 
the co-?-scious expansion of value by the capitalists, but the self
expanszon of value. The capitalist is not a capitalist because of what 
he wants to do, but for what he must do. There is an objective move
ment through which existing value must increase its value; this 
movement is governed by laws to which the capitalist is subject and 
subordinate, and of which he is merely an agent: 

As capitalist, he is only capital personified. His soul is the soul of cap
ital. But capital has one single life impulse, the tendency to create 
value and surplus value, to make its constant factor, the means of 
production, absorb the greatest possible amount of surplus labor. 
.. Capital is dead labor, that, vampire-like, only lives by sucking 

living labor, and lives the more, the more labor it sucks. 36 

It is the capitalist, then, who is the instrument of technical progress, 
~ho is subject to the law of the reduction of production costs. And it 
is the means of production that employ living labor, not vice versa. 
Capital is value which generates surplus value. Capital is both a 
social relation and a process whose essence is the domination of labor 
power by alien, antagonistic interests, a social relation and a process 
whose inner dynamic is to constantly reproduce and extend itself 
. The co-?-centration of means of production in the hands of indi

v1dua~ capitals enables them to apply as combined labor power the 
~nerg1es a~d capa~ilities of free wage workers. These workers are 
integrated into a highly organized and scientific regime of produc-

3s Capital, I, p. 555. 
36 Capital, I, p. 224. 
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tion. The conditions of labor monolithically confront the direct pro
ducers in the form of strict and hierarchical control and authority. 
On the other hand, the means of production are dispersed among 
rnany capitals, and in the social economy overall quite the opposite 
of such control and authority reigns: anarchy. In capitalist society 
there exists a twofold division of labor: 

While within the workshop, the iron law of proportionality subjects 
definite numbers of workmen to definite functions, in the society 
outside the workshop, chance and caprice have full play in distri
buting the producers and their means of production among the var
ious branches of industry .... Division of labor within the work
shop implies the undisputed authority of the capitalist over men, 
that are but parts of a mechanism that belongs to him. The division 
of labor within the society brings into contact independent com
modity producers, who acknowledge no other authority but that of 
competition, of the coercion exerted by the pressure of their mutual 
interests .... [I Jn a society with capitalist production, anarchy in the 
social division of labor and despotism in that of the workshop are 
mutual conditions, the one of the other .... 37 

No matter how highly concentrated and organized production 
may be at a given ownership level (the workshop referred to in the 
passage above must be understood more broadly as a unit of 
capital) , such " undisputed authority" cannot inform the total pro
cess of social production, although this is more systematically at
tempted in the imperialist epoch, particularly in the form of 
capitalist planning. Commodity production remains private and in
dependent in two senses: ( 1) appropriation of surplus value is 
private to a class which effectively monopolizes the chief means of 
production; and (2) this class is fragmented into independent and 
discrete blocs of capital, even where these blocs of capital may be 
juridically associated and institutionally embedded together, even 
in state property forms. 

This raises an important point. Private ownership of the means 
of production refers to a specific production relation in \t\o·hich the 
mass of producers are separated from the instruments and prod
ucts of their labor. But the very fact that these are social means of 
production - again, utilizable only by collective labor - leads to 
the emergence of new practices and property forms which better 

37 Capital, I, pp. 336·37. 
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correspond to the needs of adva~cin.g devel~pment of the produc
tive forces, but still rest on capitalist relations. In other words, 
capitalist property need not assume the form of personal and in
dividual or juridically private capitalist property. 

In fact, in the epoch of imperialism bourgeois relations increas
ingly assume more social forms, e.g., highly integrated private or 
state monopolistic aggregations of capital at the commanding 
heights of the advanced capit~list ec~no:nies, .while owners~ip 
itself grows increasingly collective. In his discussion of ~he banking 
and credit system, Marx analyzed so~e of the te~den?~es ~owar?s 
more directly social forms and practices of capital: This social 
character of capital is first promoted and wholly realized through 
the full development of the credit and banking system .... It places 
all the available and even potential capital of society that is not 
already actively employed at the disposal of the industrial and com
mercial capitalists so that neither the lenders nor users of this capi
tal are its real owners or producers.'' 38 And credit itself becomes an 
instrument to develop more collective forms of capitalist property, 
something which Marx noted in connection with the enormous ex
pansion of the scale of production and the formation of joint-stock 
companies: 

The capital, which in itself rests on a social mode of production and 
presupposes a social concentration of means of production and labor 
power, is here directly endowed with the form of social capital 
(capital of directly associated individuals) as distinct from private 
capital, and its undertakings assume the form of social undertakings 
as distinct from privat~ undertakings. It is the abo.liti?n of capita~ as 
private property within the framework of capitalist production 
itself. 39 

Engels also took note of such early attempts by the capitalist 
class - in the face of economic crisis and the sheer magnitude of 
certain undertakings - to directly treat the productive forces as 
social productive forces with the establishment of state-owned rail
ways and other industries: ''But the transformation, either into 
joint-stock companies (and trusts) or into state ownership, does not 
do away with the capitalistic nature of the productive forces .... 
The modern state, no matter what its form, is essentially a capitalist 

38 Capital, III, p. 607. 
39 Capital, III, pp. 436-37. 
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rnachine, the state of the capitalists, the ideal personification of the 
total national capital. '' 40 

• • 

It was not possible for Marx or Engels to predict JUSt how far 
these phenomena would develop, nor to foresee the particular 
forms they would assume, but these profound insights regarding 
"social" capital point to the fact that, within and between such 
forms of "social" enterpri~e, commodities will con~inue t? cir
culate on the basis of their exchange value, or with ultimate 
reference to the expansion of exchange value. 41 

The existence of a structure of independent capitalist commod
ity producers, no matter what the degree o.f centrali~tion, means 
that production as a whole cannot be socially organized and .ra
tionally planned. Hence the social interrelations of production 
assert themselves through the blind interaction and conflict of par
ticular capitals or blocs of capital. Each produces in the expectation 
that the market will clear its commodities. What is produced and in 
what share is determined through exchange, by the ability (or in
ability) of individual capitals to convert the labor incorporated in 
privately produced commodities into the general, money form of 
value. The division of labor in society develops spontaneously, 
anarchically: ''under capitalist production the proportionality of 
the individual branches of production springs as a continual pro
cess from disproportionality, because the cohesion of the aggregate 
production imposes itself as a blind law upon the agents of produc
tion, and not as a law which, being understood and hence con
trolled by their common mind, brings the productive process under 
their joint control.'' 42 In other words, individual units or blocs of 
capital are obedient to the social conditions of production and to capital 
as a whole, but they do not function as a coordinated whole. Not only do 
social laws assert themselves behind the backs of particular capi-

40 Engels, Anti-Duhring, p. 330. 
41 In a genuinely socialist economy, labor power no longer exists as a commodity 

and the law of value no longer occupies the dominant position in the organization of 
social production. But, as implied, commodity and value categories !the existence of 
a?stract and socially necessary labor, etc.) have a material basis. Mao Tsetun?'s 
pioneering analysis must be noted in this connection. Mao argued that commodity 
exchange relationships exist within the socialist state sector itself, even though no 
tr~nsfer of ownership accompanies the exchange of products. For a discussion of 
t?is, see Bob Avakian, Maq Tsetung's Immortal Contributions (Chicago: RCP Publica
tions, 1979), Chapter 3; and Wang, ed., Fundamentals of Political Economy, Chapters 
14-16, 18. 

42 c . l apzta, III, p. 257. 
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tals, they do so in the form of constantly changing and violently re
constituted norms and averages. 

Such anarchy stems not from lack of foresight nor even from the 
absence of attempts to calculate and plan, but from the objective 
nature of private appropriation. In the modern corporation, for in
stance, investment, output, and price decisions taken by divisional 
units are administratively coordinated to meet centralized profit 
targets, and planning serves to integrate a complex supply-and-allo
cation system, to prescribe norms and priorities, and to forecast 
market developments. In fact, the competitive battle of each 
against all is facilitated precisely by the extensive application of ad
var:ced production technique, by rigorous and "despotic" organi
zation at the corporate level, and, increasingly, by more compre
hensive and sophisticated planning at the state level. 

Under imperialism, market relations become increasingly inter
nalized within large units of capital, between such units , and within 
the state. For instance, the head office of a multinational corpora
tion organizes exchange between its subsidiaries. The prices 
charged its overseas divisions for components amount to planned 
value transfers within the universe of the corporation. Cartels and 
joint ventures link different corporations. The total social capital 
may in fact be reproduced and commodity relations extended 
through the medium of a plan (rather than through the operation of 
private markets) in a state monopoly capitalist formation. Or, to ex
press it differently, the market may chiefly exist within and operate 
through a plan, as it does in the Soviet Union. The state seeks to 
minimize the risk inherent in separate production decisions - the 
discrete unit of capital does not know whether the labor process it 
organizes is socially necessary until its commodities are sold - by 
planning the sale of commodities in advance. Exchange takes place 
between fragments of the total capital, among units of production 
and centers of control which belong formally to the state. 

Capitalist planning, however, proceeds in the midst of and in
tensifies the overall anarchy of social production. The more that 
particular (or allied) units of capital and the state, representing dif
ferent fractions of the total capital, attempt to plan and coordinate 
investments in particular spheres and to develop the most effi
cacious forms to realize surplus value, the more explosive the inter
nal contradictions of capital as a whole become over the course of a 
cycle of development, as the expansion of profits, which such plan
ning serves, runs up against the limits posed by the actual capitalist 
relations of production. In short, the regulating role of the law of 
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value impinges on planning, determining its goals, methods and 
43 

outcome. · · 1 
Neither the "invisible hand" of the compet1t1ve mark~tp ace 
the ''far-sightedness'' of capitalist planning can override the 

nor . 1 I . h . . g of 
1 

· c of self-expansion by discrete capita s. t is t e inner urgin 
ogi·tal to produce to the limits set by the productive forces and to 

capi . · l' ·r 
break beyond existing bounds, withou~ regard t? cap:t~ s speci ic 
limits as capital, that conditions both dispropo~t1onah~ies between 
individual spheres of production and generalize~ crises of ov.er
production. Anarchy is not a matter of random capital flo:-vs ':'7hic.h 
balance out over the long run. By its verx nature ,. car1tahsm is 
marked by the uneven reproduction of capital. Capitalism, wrote 

Lenin, 

is in no position to go on repeating the same processes of production 
on the former scale, under unchanging conditions (as was the case 
under precapitalist regimes), and ... it inevitably leads to an un
limited growth of production which overflows the old, narrow 
limits of earlier economic units. With the unevenness of develop
ment inherent in capitalism, one branch of production outstr.ips the 
others and strives to transcend the bounds of the old field of 

economic relations. 44 

There are two manifestations, two forms of m~tion, of the c~n
tradiction between socialized production and private appropria-

43 In a highly centralized capitalist economy like the Soviet Union, where ~xte~· 
sive planning is undertaken, the allocation of i~ve~t~ent and ~o~n capital is 
fundamentally determined by the criterion of profitability. One str~king. ~esult (or 
manifestation) of this is the existence of extreme sectoral disproporhonahties at ~he 
same time that capital is exported abroad. This is not to say there ca~ be no im· 
balance and unevenness in a genuinely socialist economy. However, their character 
will be different and they will not arise from the st~uggle for.surplus value. That ~an· 
nin is far more comprehensive in the Soviet Union than m the Western bloc oes 
not ~eflect the existence of a more highly developed or qualitati~ely diff~re?t s~age of 
monopoly capitalism. Rather, this ~s a fun~tion of Soviet. social·i.mp.enahsm s p~r~ 
ticular evolution (a reversal of socialist relations of production'. which n~vo~ves main 
taining many forms of these relations) and the exigencies of !hi~ formati~n in the par· 
ticular global context in which it must operate. On capital~st planning, see 1~he valuable essay by Paolo Giussani, "Sur le concept de capitahsme monopo is1e 
d'Etat" in Communisme, 25-26 (1976-77). On the nature of s~ate mon.o~o Y 
capitaiism in the Soviet Union, see Raymond Lotta, "Realitie.s of So~ial-Impen~hs~ 
versus Dogmas of Cynical Realism: The Dy~a~ics of the Soviet Ca~ita~ For.mat.ion, _ 
in The Soviet Union: Socialist or Social-Imperialist? Part 2, The Question IS Joined. Ray 
mond Lotta vs. Albert Szymanski (Chicago: RCP Publications, 1983). 

44 "The Development of Capitalism in Russia, " LCW, 3, P· 591. 
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tion:. ( 1) .th~ c~n~radiction between the organized character of pro
duction in 1nd1v1d.ual enterprises (or at higher and more integrated 
levels of owne~s~1p) .and anarchy in social production overall; and 
(2) the contradiction in class relations between the bourgeoisie and 
the proletariat. According to Engels: 

The capi.tali~tic mode of production moves in these two forms of 
the antagonism immanent to it from its very origin. It is never able to 
get out of that "vicious circle" which Fourier had already dis
c?ver~d. What Fourier could not, indeed, see in his time is that this 
circle is gr~dually narrowing; that the movement becomes more and 
more a spiral, a~? mus.t come to an end, like the movement of the 
planets, ?Y colhs1on with the center. It is the compelling force of 
anarchy 1n the production of society at large that more and more 
~ompletely turns the great majority of men into proletarians; and it 
is the m~sses of th~ proletariat again who will finally put an end to 
anarch~ in production. It i~ t~e compelling force of anarchy in social 
produch?n that t~rns the limitless perfectibility of machinery under 
?1oder~ 1ndus~ry .into a compulsory law by which every individual 
1ndustr1al capitalist must perfect his machinery more and more 
under penalty of ruin. 4s ' 

~he .. th~oretical a~d political implications of this passage from 
A.ntz-Duhnng necessitate further interpretation and elaboration. 
First, ~he funda~ental contradiction of capitalism constitutes the 
material foundation for these two forms of motion. It does not, 
~owever, ha~e a separate form of motion unto itself: the accumula
tion.process mvolves both forms of motion. And these two forms of 
mo~1~n, or contradictions - between the proletariat and the bour
geo1s1e and between in~ividual organization and social anarchy 
(the str~ggle among capitals) - not only arise from this material 
foundation, . bu~ continually interact with and transform it. Al
though qualitatively new, nonexploitative production relations do 
no~ develop ~pontaneously - and cannot develop without the revo
lut1o~ary seizure of .political power by the proletariat - existing 
re~at1ons are no~ s~atic. The structure of socialized production and 
private appropr1.at1on undergoes continual change, including major 
leaps th~o~gh crises and wars, which is to say that the fundamental 
contradiction works itself out through these two forms of motion. 
. The most fundamental law of the capitalist mode of produ'Ction 
is the production of surplus value, and the most fundamental pro-

45 Engels, Anti-Duhring, p. 324. 
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duction relation of capitalism is the relation of capital to labor. Cap
ital is both a relation and process of exploitation. But capital exists 
and can only exist as many capitals. Thus, the exploitation of wage
labor, which is the basis of the creation and appropriation of sur
plus value, is mediated by the blind interaction of many capitals. It 
is the anarchic relations among capitalist producers, and not the 
mere existence of propertyless proletarians or the class contradic
tion as such, which drive these producers to exploit the working 
class on an ever more intensive and extensive scale. Were not capi
talist commodity producers separated from each other and yet 
linked by the operation of the law of value, they would not face the 
same compulsion to more widely and deeply exploit the proletariat 
internationally - the class contradiction between bourgeoisie and 
proletariat could thus be mitigated. Movement compelled by anarchy 
is the principal form of motion of the contradiction between socialized 
production and private appropriation. The struggle between the pro
letariat and the bourgeoisie interacts with changes in production 
relations and the class contradiction interacts with relations and 
contradictions among capitals. But the anarchy of capitalist produc
tion brings about those fundamental changes in the material sphere 
which set the context for the class struggle. 46 

It is precisely the force of anarchy, deriving from the very 
nature of capital, which accounts for a distinctive movement of ac
cumulation. In Capital, Marx wrote: 

The battle of competition is fought by cheapening of commodities. 
The cheapness of commodities depends, ceteris paribus, on the 

productiveness of labor, and this again on the scale of produc
tion .... 

One capitalist always kills many. Hand in hand with this cen
tralization, or this expropriation of many capitalists by few, develop, 
on an ever extending scale, the cooperative form of the labor pro
cess, the conscious technical application of science, the methodical 
cultivation of the soil, the transformation of the instruments of labor 

46 See Bob Avak.ian, "Fundamental and Principal Contradictions on a World Scale," 
Revolutionary Worker, No. 172 (17September1982), p. 15. Many variants of Marxism 
reverse the relationship between the two forms of motion. Some "Third Worldists" 
argue that, in the absence of popular revolt there, imperialism can limitlessly expand 
into the oppressed periphery. Other theorists argue that so long as workers' wage 
demands can be held in check in the advanced countries, capitalist production will 
remain profitable. Either way, accumulation can presumably continue in the im· 
perialist countries without confronting its own barriers as capital - as expressed in 
crisis and the need to redivide the world - unless and until the people (somewhere) 
fmally decide to oppose or to stop it. 
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into instruments of labor only usable in common, the economizing 
of all means of production by their use as the means of production of 
combined, socialized labor, the entanglement of all peoples in the 
net of the world market, and with this, the international character of 
the capitalistic regime. 47 

. The .social anarchy of production (involving the competitive 
i~t:ract1on a~d une~en development of ''many capitals") forces in
d1v1d~al ~ap1tals to incre~se profit by effectively raising the rate of 
exploitation (the proportion of unpaid to paid labor). This inner 
compulsion of capital to expand is expressed in the progressive 
development of the social productivity of labor. There are, then 
laws of moti?n of the capitalist mode of production through which 
the productive forces grow more socialized (with the rapid develop
men.t of. cooper~tive forms of the labor process and the systematic 
application of science) and through which new spheres and branches 
~f produc~ion on a world scale are penetrated by capitalist rela
tions, leading to a more complex and international division of labor. 

The competitive battle results in the law of the centralization and 
concentrati?n of capital. Weaker capitals are absorbed by their more 
powerful riva.ls and the new capital formed is thereby centralized 
into larger units. Particular units of capital also grow more concen
trated as a resul~ of the accumula~ion of surplus value they directly 
produce. All this becomes especially pronounced with the emer
gence of imperialism, and it continues to operate in the imperialist 
countries at the private and state monopoly level. The enormous 
co~centratio.n of capital and the general requirements of the total 
national capital p~ovide th~ material basis for the kind of planning 
phenomena described earlier. At the same time, the continuous in
crease in productivity, essential to and an outgrowth of successful 
accumulation, is. p.rincipally achieved by means of the progressive 
replace~ei:it of hving labor by dead labor (machines, etc.); more of 
the capitalists' total outlays are tied up in means of production 
which do not of themselves produce surplus value. Hence, the law 
of the tendency of the rate of profit to fall, the coordinates of which 
become profoundly international in the imperialist epoch. 4 a 

These laws are t~ndential in nature, which is to say that they do 
not operate mechanically. Such laws themselves involve contradic-

47 Capital, I, pp. 586, 714-15. ('--

''" The process ~f r_nechanization linked with the force and pulse of accumulation 
also produces a distinct law of population leading to the formation of an "industrial 
reserve army.'' The significance and modifications of this law will be discussed later. 
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tion; they are linked to countertende~cies and modified by 
historical circumstances. ~heir infh.~en~e is exerted unevenly .and 
their rhythm is spasmodic; all this 1s part of the dyn~mis~ , 
disorder, and explosiveness of capitali~m. 49 E~gels made this pomt 
in describing the operation of economic laws 1n general: 

[N]one of them has any re~lity exc~pt as ~p?roximation, tendency, 
average, and not as immedzate reality. This is due partly to the fact 
that their action clashes with the simultaneous action of other laws, 
but partly to their own nature as concepts. 

50 

But these laws do in fact express a certain dynamic of capitalist de
velopment, revealing both the specificity of and limits to this r:iode 
of production. In this sense, ''tendency'' has a broader me.aning. 

This understanding also informed the trenchant analy~is Mar~ 
made in the famous chapter from the first volume of Capztal, enti
tled "The Historical Tendency of Capitalist Accumulation." Here 
is to be found Marx's stirring description of the movement of the 
fundamental contradiction of capitalism, which produces not only 
the material conditions for a more advanced form of social organ
ization - the only form of organization which can resolve the con
tradictions engendered by capitalism - but capitalism's grave-

diggers as well: 

The monopoly of capital becomes a fetter upon the.mode of produ.c
tion, which has sprung up and flourished along with, and under it. 
Centralization of the means of production and socialization of labor 
at last reach a point where they become incompatible with their cap· 
italist integument. This integument is burst asunder. The knell of 

49 Marx pointed out that the law of centralizati?n and concentration i~ countered 
by the very privateness of capital: "Accumulah?n and the ~oncentrat1on accom
panying it are ... not only scattered over many points, but the 1ncreas~ o.f ~ach func
tioning capital is thwarted by the formation of new and the sub?ivisio~ of old 
capitals. Accumulation, therefore, presents itself on the one hand as increasing con
centration of the means of production, and of the command ove~ labor; on the oth~r , 
as repulsion of many individual capitals one from another" !Capital, I, P: 58~). ~gain, 
capital exists as "many capitals." Moreover, the trend towar~s centralization is not 
uniform, it intensifies during certain phases of the accumulation cycle and ope~ates 
at different rates in different sectors. Nevertheless, this law imparts an overall direc
tionality to the development of the capitalist mode of production and this has real 
consequences for the needs and structure of accumulation. 

~0 "Engels to Conrad Schmidt in Zurich" (12 March 1895), Selected Correspondence, 
p. 457. 
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capitalist private property sounds. The expropriators are expro
priated. 51 

This. was. neither. a forecast of automatic collapse nor a 
teleological view of history as the fulfillment of a preexisting 0 
t~ans~endent goal. It was a scientific statement that capitalism is a~ 
historical means for developing the productive forces, but that this 
very .deve~opment must necessarily come into increasingly sharp 
c~nflict with. the me~ns by which such development is achieved 
wit? t~e social relations of capital. Capitalism had its historicai 
beginnings and will meet its historical end, though as it turns out · t 
destr~ction w.ill be an even more tortuous world-historic proce~: 
than its genesis. 

Marx lived to witness and champion the first momentarily suc
ce~sful assault ~gainst bour~eois state power by an aroused prole
tari~t , ~he creatio.n o~ the Paris Commune. But he did not live to see 
capitalism reach its fmal stage of imperialism, the era of worldwid 
proletarian revolution. Lenin applied Marxism to the new era ex~ 
actly to explain the significance and repercussions of this new stage 
o~ development, and to reveal how the laws of accumulation 
discovered ~y .Marx operate. within the new imperialist frame
work. What is involved here is the spiral-like development of the 
fundan_iental contra?iction, from one stage to another, until its final 
~es~lution - Engels metaphor of a ''circle that is gradually narrow
ing - and the emergence of a new process. 

T~e conc.e~t of s~i~al-like motion is central to dialectics and to 
M~rx1st-~eninist political economy. It signifies movement that is 
neither ~ircular and repetitive nor simply quantitative and linear. 
Rather, it expresses the complex motion of processes determined 
by a fundamental contradiction but involving or incorporating a 
number of other contradictions, the interpenetration of these and 
t?e transformat~on of things into th~ir opposites - hence retro~res
sion (and ~ot simply advances), discontinuities, and leaps. This 
~nderstanding stands opposed to traditional notions of evolu
tion~ry development and progress as well as to cyclic conceptions 
of history. 

The forward motion of the accumulation process arises throu h 
cycle~. The circulation of capital itself, whose formula is M-C-M<~ 
described by Marx as ''the restless never-ending process of profit; 

51 Capital, I, p. 715. 
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making," or the "circular movement of capital," of which he sa.ys: 
''This process as a whole constit:ites therefor~ th~ proces~ of ~oving 
· circuits."s2 Crises recur cyclically. But this circular and never-
1~ding" movement of capital, this cyclical recurrence, is also the 
e recess of accumulation of capital, and the process of movement 
from competitive to monopoly capitalism. The laws of accumula
tion operate through intertwined circui~s and CY_cles, b.ut the.y ?o 
not return endlessly to their starting ~01nt. And in t?e rmp~:iahst 
era, the cycle of accumulation in a particular country is.cond1t1oned 
by and subordinate to a larger spiral movement rooted in the opera
tion of these laws of accumulation internationally. 

What is actually happening is that capitalism is moving toward 
its final end, though not in an evolutionary (or automatic) way 
towards an absolute limit, nor all at once. The fundamental contra
diction, as well as many of the contradictions to which it gives rise 
(or incorporates), intensifies, jolting soci~ty w~th ev~r .more de
structive crises and, in a heightened way in the imper1al1st epoch, 
wars. These are not exogenous or accidental phenomena - and this 
is where the question of tendency takes on profound importance -
but are internal to this mode of production. These very dislocations 
create more favorable conditions for the resolution of this con
tradiction in the political sphere, the only sphere where it can be 
resolved. Lenin defined the imperialist era as precisely one of 
violent transition and transformation, of revolutionary upheaval 
and advance, which is also proceeding in a wave-like or spiral 
fashion. To repeat Engels' lucid formulation: "It is the compelling 
force of anarchy in the production of society at large that more and 

52 Capital, I, p. 151; II, pp. 53, 50. An individual capital passes through three stages 
of movement and transformation, assuming three distinct and necessary forms. The 
first stage and form, that of money capital, involves the purch~se of means ~f p~oduc· 
tion and labor power, preparing the conditions for production, and ending in the 
transformation of money capital into productive capital. The second stage is the pro· 
duction process itself. Here capital functions as productive ca~i.tal - surplus value is 
created and embodied in new commodities. These commodities are ready for sale 
and assume the functional form of commodity capital. The third stage is the sale of 
these commodities, and the function of commodity capital is to realize the value of 
the capital advanced and the increment of surplus value in money form. Hence, two 
of these stages, that of money capital and commodity capital, lie in the sph~re of cir· 
culation and one, that of productive capital, lies in the sphere of production. Each 
phase describes what Marx calls a circuit. The reconstitution of the value of a capital 
through the cycle of production and circulation (s~veral c~cles of prod~ct~on a~d cir· 
culation being required for the value contained in machinery and buildings) is the 
turnover of capital. 

• 
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mor~ ~ompletely turns the great majority of men into proletarians; 
and it is the masses of the proletariat again who will finally put an 
end to anarchy in production.'' 

III 

Under capitalism, the spontaneous development of the social divi
s.ion of labor precludes any kind of equilibrated growth. Reproduc
tion of the aggregate social capital is a highly integrated and inter
dependent process, both in terms of its technical requirements and 
value formation. The value relations inhering in this social capital 
set the terms for the functioning of the individual parts it com
pris~s. But thes~ individual parts stand in uneven and sharply con
trad1ct~ry relation to each other: the turnover time of capital 
(reflect1n~ the relativ~ weig~t of fixed capital in total capital 
outlays} differs among industr1es; 53 technical innovation proceeds 
spasmodically within industries and across industrial lines· and the 

• • I 

compet1t1ve strengths of particular capitals vis-a-vis each other are 
unequal and shift over time. At the level of price, the lack of syn
chrony between the development of individual fractions of capital 
and the needs of the total capital may not be apparent; even a sector 
producing a high profit may not meet the overall requirements of 
expanded reproduction. 

The canard of bourgeois political economy that production sim
ply follows demaz:d and could never possibly exceed it implicitly 
assumes, .~arx pointed out, that each capitalist ''produces as if he 
we~e f~lf1llu~g orders placed by society.'' 54 More specifically: ''In 
capitalist society ... where social reason always asserts itself only 
post festum. great disturbances may and must constantly occur."55 

But such disturbances express something more profound about ac
cumula~io1:1 than simply its varied pace and intensity. 

Capztalzst accumulation is a dialectical process of the destruction 
and ~e~tructuring of c.apital. Capital must constantly reorganize its 
cond1t1ons and relations of production; it must continually over-

53 
Fixed capital refers to plant, equipment, and infrastructural investment~ose 

material existence is fixe~ and a part of who.se value is tied up in the production pro
cess th~ough a whole senes of turnover periods, unlike raw materials, whose entire 
value circulates at the end of each turnover period. 

54 Theories of Surplus Value, III, p. 121. 
55 Capital, II, p. 319. 
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rne its self-generated barriers, barriers that at certain critical 
co ning points can only be massively and destructively shifted to 
~r her levels. It is movement compelled by anarchy which both 

l igds to expansion and undermines it. Yet it is movement through 
ea · · h h h' narchy that violently recomposes capital. Runnmg t roug t. is 
~estruction/reorganization dialectic is a l~n~er-term trend w~1ch 
results in the intensification of the contrad1ct1ons of accumulation. 

The necessity to reorganize is rooted in the tendency of the rate 
f profit to fall. Capital is driven, in search of profit, to produce as 

~hough there were no limit to its expansion; yet "it only tolerates 
production commensura~e with the .pro~table employn:ient of ex
isting capital.'' 56 Capitalist production is the pro?~ct1on of use 
values and exchange values, but it is the latter, spec1f1cally the pro
duction of surplus value, which regulates a?d domin~tes produc
tion. The fundamental limit to the expansion of capital is to be 
found in the labor process as a value-creation process. In short, ac
cumulation is regulated by the rate of profit. Th~ internal c?ntrad!c
tion of accumulation is that the very means capital uses to intensify 
the exploitation of wage-labor tend to depress the .rate of profit. ~ut 
differently, there is a conflict between the expans~on. of P.rodu~ti?n 
and the expansion of surplus value. In a way, capitalism is a victim 
of its own vigor: ''The rate of profit does not fall because la.bor 
becomes less productive, but because it becomes mor~ productive. 
Both the rise in the rate of surplus value and the fall in the rate of 
profit are but specific forms through which growing prod.uctivity of 
labor is expressed under capitalism.'' 57 From an historical stand
point, this law at once expresses the great stin:ul~s affor~ed the 
development of the productive forces under capitalism and its self-
limiting character. . 

Accumulation is not simply the reproduction and replacement 
of existing technique and machinery; it is the transformation of the 
whole system of production in technical and value terms. !he over
all cheapening of commodities is fundamentally predic~ted on 
mechanization, on an increasing amount of constant capit~l per 
worker employed, on an ' 'increase in productive power" which, as 
Marx emphasizes, "must be paid for by capital itself." 58 Due to the 

5
h Theories of Surplus Value, III, p. 122 (emphasis added). 

57 Capital, III, p. 240. 
5
" Grundrisse, p. 776. The use value of a machine relates to its practical function~ in 

production and its ability to increase the productivity of labor power. But a machine 
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increase in labor productivity (and the consequent overall decrease 
in the value of the necessities to maintain and reproduce the 
workers' labor power) , a greater portion of the living labor con
tained in commodities is composed of unpaid labor. But an ever
decreasing proportion of living labor is materialized in commod
ities in relation to the dead labor embodied in the raw materials 
they contain and the means of labor (machinery, etc.) consumed by 
them. With the advance of capitalist production, demand for labor 
power (which alone produces value and surplus value) declines 
relatively. Therefore, even though the proportion of unpaid to paid 
labor increases (with each individual worker becoming more pro
ductive of surplus value), there is proportionately less surplus labor 
time for the capitalist to appropriate - the sum of paid and unpaid 
labor declines in relation to the constant capital advanced. Thus, 
the capitalists' total costs increase proportionately more than does 
the mass of surplus value, and their rate of profit declines, since this 
rate is the mass of surplus value divided by the total invested 
capital (constant as well as variable).s9 

Again, the amount of living labor expended per unit value of con
stant capital stock declines; an ever greater amount of capital is re
quired to employ the same number of workers, even though the 
growth in capacity will lead to an absolute increase in the volume of 
employment. The rising organic composition, an underlying trend of 
capital, is at the heart of the tendency of the rate of profit to fall. The 

produces no value. It contains a certain amount of value, of stored labor time corre
?ponding to the time required to produce it, which it transfers, bit by bit, to the fin
ished comz:nodity. Raw materials transfer their value all at once. Fixed capital and 
raw materials are constant capital - unvarying in the magnitude of their value. 
Labor P?wer is a unique commodity in that its consumption is simultaneously the 
production of value. Hence, what is expended for wages is called variable capital. 
The organic composition of capital measures in value terms the proportion of means 
of production to employed labor. 

~9 A simple mathematical example will make this clear. If, at one stage, the capi
talist spends $100 on machinery, raw materials, etc., and an equal amount on wages, 
and, ou~ of the process of production, $100 worth of surplus value is created and 
app.ropnat:d ?Y the capitalist.' then hi~ rate of profit equals 50 percent. Let c9rtstant 
capital be md1cated by c, variable capital by v and surplus value bys. Then', in this 
example, c = 100, s= 100, v= 100; the rate of profit =s/(c + v) = 100/(100+100) = 100/200 
= 50 percent. But if in expanding production the capitalist spends $300 in constant 
capital and $150 in variable capital, then - given the same rate of exploitation, the 
?a~e amount of surplus value extracted relative to variable capital - the rate of prof
it will fall to 331/a percent, as this equation shows: sf (c + v) = 150/ ( 300 + 150) = 150/ 450 
= 33V3 percent. 
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rate of profit is influenced, then, by the rate of surplus value and the 
lation of dead to living labor; it is also influenced by the turnover 

~~me of capital and the relation of unproductive to productive labor 
(labor which produces surplus value) . . 

In this way the contradictions inherent in the existence of many 
capitals become more ~pl?arent. ~f the capitalists had their 
druthers, they would avoid introducing a ne~ method of p~oduc-
t
. n if they knew it were going to lower their rate of profit. But 
io 't' 1 the choice, as we have seen, is not the issue: competi ion compe s 

adoption of more advanced techniques s':1ite? ~o the bat~le of cheap
ening commodities. On the other hand, ind~vidua~ ~api~a~s operat
ing under this com~ulsion and ~e~king to rai~e their .individual .r~te 
of profit by improving producti:vity (and selhng ~h~ir ~o~modit~es 
below the prevailing market price but above their individual price 
of production) cannot anticipate the aggregate consequen~es of 
their individual investment decisions, that is, the tr~nsformat1on of 
overall value relations (as competition levels out different .ra~es of 
profit) and the ultimate un?ermini~g (through the anarch~c. inter
actions of the individual units of capital) of the general conditions of 

production and circulation. . 
However, this law, Marx emphasized, acts as a tendency ~ho~e 

effects become "strikingly pronounced" only under certain cir
cumstances and, in general, only after extended periods. He noted: 

[T]he same influences which produce a tendency in the general rate 
of profit to fall , also call forth countereffects which hamper, retard, 
and partly paralyze this fall. . . . . . 

Alongside the fall in the rate of profit mass of c~pi~als grow~, ~nd 
hand in hand with this there occurs a depreciation of existing 
capitals which checks the fall and gives an accelerating motion to 
the accumulation of capital values. 

Alongside the development of product.ivity there develops . a 
higher composition of capital, i.e., the relative decrease of the ratio 
of variable to constant capital. . 

These different influences may at one time operate predo~i-
nantly side by side in space, and at another succeed each other in 

time. 60 

Marx categorized the principal counteracting ~nflue~.ces wh~ch 
moderate the effects of the fall in the rate of profit: (1) increasing 

6° Capital, III, pp. 239, 249. 
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the inten~ity of exploitation'' through the intensification of work 
prol?ngation ~f t~e working day, and the technical innovations f 
particular capitalists; (2) "depression of wages below the val 0 

labor power";. (3) "cheapening of elements of constant cap~=l ~~ 
through technical advances, which also prevent the value of ' 
stant capital from rising at the same rate as the material volumco~ 
the means of production, and through cost savings deriving fr~ 0 

the 11mor~ efficient utilization of raw materials, waste et~ 
(4) relative overpopulation," which furnishes a pool of 'ch c., 
labor, especially to new industries; and (5) "foreign trade "wh·e~ 
o.n the one h~nd, bri?gs ~ll these other factors into play from ~~t~ 
side the. n~tional circuit of capital and, on the other, yields 
~onopohst1~ advan~age and higher profits through trade with and 
investment in colonies. 61 

C~pi~al seeks to harness and channel these counteracting ten
~enc1es i.n order to reorganize conditions for its profitable expan
sion, bas1.c to w~ich is the further concentration of capital as parti
cular.capital~ strive to compensate for the fallen rate of profit by in
creasing their total mass of profit. Some capitals combine with or 
are swallo':ed .by others, thereby altering the terms of competition. 
New organ1zat1onal forms evolve to enhance efficiency and enlarge 
the sc~le of production. Markets are penetrated and extended, and 
new f1el?s of ~roduction opened up. Reorganization is facilitated by 
mech~n1sms hk~ the credit system and state intervention. 

If increases in the rate of surplus value exert an upward in
fluence oi: the rate of profit, it is just as true that this can only check 
or retar? its fall. While labor productivity generally increases in 
p~op~rt10? to employed capital, the amount of labor combined 
wit.h it st~ll relatively declines. Output per worker employed is 
m~1nly raised throu~h ?reater in~uts of materials and machines per 
unit of outpu~. ':"~Ile increases in productivity may, for instance, 
cheapen the i.nd1vidual elements which make up a machine the 
growth of social productivity hinges on the continual expansi~n of 
the a~gregat~ stock of fixed capital and the transformation of the 
techn~cal basis of the labor process. In other words, there are more 
machines and more complex machines (containing new elements). 
In~e~d, t~e la.bor process grows ever more detailed and "perfect, " 
sphtt1ng into interconnected subprocesses or stages of production 

61 

See C~pital, ~II, Ch~p.ter _14. This last factor - and even more so foreign invest· 
men~ - with all its ram1f1cations for the maintenance of profitability is of momen· 
tous importance in the imperialist era. ' 
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which become more mechanized and automated. 62 The tendency 
of the rate of profit to fall asserts itself, and capital must spend pro
portionately more to increase its mass of profit. 

The existence and operation of this law is bound up with an his
torically determined mode of production based on the exploitation 
of wage-labor. It expresses the contradictory (and ultimately im
possible) drive of capital, impelled by the force of anarchy, to free 
itself from its very basis. 63 But the tendency of the rate of profit to 
fall must be grasped as just that, a dynamic and dialectical law, as 
opposed to a mechanistic trend. It is not the case that in any given 
slice of time the rate of profit must (or should be expected to) be fall
ing. The tendency asserts itself in the long run, over the duration of 
a particular trajectory of capital transformation and as an imma
nent barrier to accumulation, posing itself ever more formidably in 
the historical motion of capital. It is a far cry from Marx's concep
tualization of this law to deduce as a corollary a secular petering out 
of growth or a chronic slowdown. 

This law does not prejudge the precise course or rate of accumu
lation, which is subject to a multitude of concrete historical and po
litical determinations. Rather, it defines the profoundly contradic
tory nature of accumulation - evidenced in the clash between this 
tendency and its countertendencies - and sets objective para
meters to the accumulation process, all as a manifestation of under
lying value relations. But, again, this can only be understood in 
terms of contradiction and motion: these parameters represent bar
riers which must and can only be overcome through major convul
sions which shake out and reorganize capital as a whole. Under
standing this law helps us understand why Marx never posited a 
separate theory of crisis; or, what is the same thing, it tells us why 
accumulation is necessarily punctuated by crisis. 

The internal limits against which the self-expansion of capital 
collides are the product of its anarchic motion: 

62 See Theories of Surplus Value, III, p. 366. Roman Rosdolsky in The Making of 
Marx's Capital (London: Pluto Press, 1977), pp. 398-411, summarizes Marx's 
arguments as to why a rising rate of exploitation cannot permanently offset the 
tendential decline in the rate of profit. An important analysis and exposition of the 
relevant Marxian categories can be found in the work of Anwar Shaikh. See, for in· 
stance, his "Political economy and capitalism: notes on Dobb's theory of crisis," 
Cambridge journal of Economics, No. 2 Uune 1978), where Shaikh discusses the 
measurement of profit in relation to capital flow and capital stock. 

63 See Grundrisse, pp. 543, 706. 
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~~]~~ c;~~t~list mode of productio~ involves a tendency towards ab-

and surplu~ ~~~=7tt ~~~~~~;0::~hve f~~ces, r;gardle~s of the value 

~nd~r. wh~ch .capitalist prod~ctio;~;~:s ~~!~e/~~~f ;1~~c~~:~!~ns 
an , its aim is to preserve the value of the . f . er 

mote its self-expansion to the highest limit~~~~ !?g capital and pro-

Its contradictory methods and aims . d . 
alities and disturbances ca .t tn u~e extreme disproportion-
weight of the productive forces~ a ism reaks dow? under the 
fostered. Crisis is then nothing hose de~elopment it has greatly 
tion point of ove~accu~ulatin :_o~~a~or ess t~an the.concentra-

longer profitably reorganize itse1f in;he ~o~~e~~p~;~:s ;~1~? can no 
ture and composition, a framework which xis ing struc
recast. Capitalist crisis is overproduction crisis;nust be thoroughly 

Overproduction of capital is never an h. 
production of means of product" _ yt ing more than over
sities of life - which ion of means of labor and neces-

may serve as capital i e m 
labor at a given de ree of . . . ' · ·.1 ay ~erve to exploit 
ploitation below a ~ertain ;~~~I~hon, a fall in the intensity of ex
and stoppages in the capitalist , r~:!uev.er, calls forth ~isturbances, 
struction of capital. P chon process, crises, and de-

. · · [TJoo many means of labo d · · . 
at times to permit of th . .ran necessities of life are produced 
1 eir serving as means for th 1 . . 
aborers at a certain rate of profit. 6s e exp oitation of 

Thus, it is not an absolute over r d . . 
terizes capitalist crisis. There is o~e~ ~chon .of capital ~hat charac-
to the existing conditions of pr ft b·f oduction of capital relative 
and for the same reason th o. I a i ity and yet, at the same time 
framework of accumula~ione~e is a capital shortage - the existing 
fuel and underwrite ex .oes not gener~te ~rofits adequate to 
(which would transform ~~~s1~~ at a qua~1tatively higher level 
profitability). 66 The essentiaf af value relatio?s ?nd conditions of 
production of · . ~~ture of capitalist crisis is over
and surfeit of c~;ft~;l, but this cr1s1s presents itself both as a shortfall 

With respect to the development of crisis, the significance of the 

64 
Capital, III, p. 249. 

6s Capital, III, pp. 255-56, 258. 
66 

See Paul Mattick Marx a d K. B 
' n eynes I oston: Porter Sargent 1969) 68 , , p. . 
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tendency of the rate of profit to fall does not lie in some preexisting 
threshold beyond which the capitalists more or less sit on their 
capital, unwilling to invest; it is more a matter of what this forces 
the capitalists to do in order to raise their rate and mass of profit and 
to preserve their mass of capital. In fact, as crisis unfolds, capitalists 
saddled with unprofitable investments, which elicit ever-dimin
ishing reinvestment, will steer capital into more lucrative (if specu
lative) ventures which generate their own momentum. Crisis is an 
eruption of the dynamic, contradictory tendencies of accumula
tion. Capital is not gradually dragged down along a slope of declin
ing profitability; rather, capital explodes as a consequence of its 
anarchic attempts to maintain itself as self-expanding value. There 
is, as it were, no predetermined scenario of crisis, no automatic trig
gering mechanism nor inexorable pattern according to which crisis 
unfolds. Crisis may first appear in any of the contradictory aspects 
or spheres of the total social capital. Moreover, political and social 
factors interact with the economic laws which have been described 
to invest each crisis with a certain uniqueness, 

During " normal" periods of accumulation, individual capitals 
n1ust strive to maintain themselves and their profitability in inter
action and conflict with each other, and this is strewn with diffi
culty and disruption. Crisis represents a leap in the process. In 
essence, the whole system of reproduction is undermined: major 
dislocations and breaks in the circuits of capital lead to the interrup
tion of accumulation on a grand scale and the struggle among capi
tals involves higher stakes and reaches a higher pitch. To com
prehend crisis is to grasp that the tendential fall in the rate of profit 
asserts itself in the context of, and intensifies the underlying anar
chy of, capitalist accumulation. 

Accumulation does not, as noted, simply grind to a halt because 
profits are pinched. Certain capitals strive for major capital inten
sification and feverishly produce, as though there were no limit, as 
a means of compensating for falling profits. But the pressures and 
costs of technical change are sources of perturbation - in the form 
of premature renewal and obsolescence of fixed capital - and 
diminish the flexibility of individual capitals when this becomes an 
imperative. To be sure, these phenomena are endemic to accumu
lation at all times. But now they impinge pervasively and, given 
what happens to key units of the total capital, do so more abruptly 
on the day-to-day operation of capital. Those capitals unable to 
modernize at the same pace find themselves unable to realize the 
full value of their investment as it is rendered increasingly obsolete 

• 
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by more efficient capitals. Yet for these more efficient capitals 
there is a desperate need to recoup enormously expensive in
vestments (buttressed by the accumulation of debt) in the midst of 
volatile market conditions. Exactly because capital develops un
evenly, different sectors and capitals are affected to a greater or 
lesser degree by declining profitability and react differently, due to 
specific competitive pressures and their specific capabilities. But 
these are, after all, elements of the aggregate capital. What comes 
into sharper relief is how the very interknittedness of reproduction 
turns in on itself. 

Until now our discussion has focused on the expansion and 
transformation of values. But for accumulation to proceed success
fully, very definite material conditions must also be fulfilled. This is 
another aspect of the contradiction between use value and ex
change value, which is inherent in the commodity form and an in
tegral element in the breakdown of accumulation. A model of 
"ideal" reproduction would assume that the particular com
ponents of the total capital cheapen their outputs (which in turn 
constitute vital inputs for other capitals) at an increasing and rela
tively even rate. But capital is not distributed according to the needs 
of planned and proportionate growth: some sectors are under
capitalized, causing bottlenecks, while technological innovation 
and renovation do not proceed uniformly. If all units of capital did 
in fact advance uniformly, it would be far easier to overcome the 
tendential decline in the rate of profit. When steel mills, for in
stance, are not modernized, the ability of steel-consuming sectors 
to minimize costs and push forward accumulation is impaired. 
Again, the total capital contains and is composed of highly differen
tiated elements. Particular capitals of differing efficiency are 
distributed among sectors which differ widely in dynamism. Some 
sectors embody production processes which materially and techni
cally lend themselves to high-technology investments, while others 
rely more on intense forms of (super)exploitation. As capital bolts 
and invades different investment spheres, unevenness is accen
tuated and the distribution of capital becomes more skewed, with 
whole industries rotting. Certain capitals are eventually bank
rupted in the heat of competition, dropping entirely out of the cir
cuits of capital and causing severe ruptures in the reproductive pro
cess (since they no longer furnish specific use values). In crisis, the 
existing distribution of the total capital impedes further advance. 

The overaccumulation of capital finds concentrated expression 
in the overproduction of commodities. Some capitals speed up 
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kers to raise productivity and lay off others to cut costs. The 
wor b h · mass of commodities th':1s produced ~ust be sold - ut t ere i~ ~o 

uarantee of this. Feverish efforts to increase ~he mass of pr~fi~ in 
ghe face of sharpening competition only intensify the contradiction 
~etween production and consumption. At the same time,. those c~p
italists who curtail new investment .on acco~nt of falling profits 

duce demand for means of production (forcing cutbacks and lay
~~fs in those branches of social production producing capital ~oods) 
and means of subsistence (since fewer workers ~an be profi~a~ly 
employed). Insufficient demand res':1lts from and is grounded i~ ~n-
ufficient profitability; yet the swelling glut of unsold commodities 

~ not only the outward appearance of crisis, it gravely exacerbates 
~~.The accumulation funds of those capit~ls which cannot re~lize 
the value of their commodity output decline further and the ?iven 
price relations governing reproduction now undergo more violent 

fluctuation. 
It is in the financial realm where the contradictions of accumu-

lation become entwined and, through this realm, transmitted with 
jarring effect. Reference was made earlier to t~e increasingly 
"social" character of capital. The network of credit enables parti
cular capitals to draw on a centralized pool of surplus value and to 
produce beyond the limits set by their own accumulat~d fund~ , a~d 
it speeds up the turnover of capital since .the producing cal?itahst 
need not await formal money payment (1n exchange for his pre
viously produced commodities) in order to start.a new cycle of pro
duction - all of which permits the more extensive develop~ent.of 
the productive forces in general. In effect, an ~longated ch~in ~£.in
debtedness, premised on continuous production and profitability, 
is established. But this chain snaps in different places as over
extended creditors press strapped debtors (who very likely have 
creditor relationships with others) for settlement of debts. Every
one must sell and liquidate to pay back; there is a rush for means. of 
payment and a premium placed on real money as~ets. Here the in
ability to realize commodity values portends ?isa~ter , and the 
struggle over the apportionment of surplus value into 1?terest, re~t, 
and enterprise profit sharpens, with each capital tryi?g to cut i.ts 
losses. In addition, financial strains grow as speculative stockpil
ing, merger, etc., increasingly take the pla~e of real inves~m~nt. 
The credit system, which facilitates expansion and reorganization 
far beyond what would be possible in its absence, no:-r ser~:s, 
almost in falling-domino fashion, to amplify and gen~rahze ~ris1~. 

If crisis reveals the inability of capital to overcome its barriers, it 
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also shows itself to be the most powerful means for temporarily 
breaking through them. If crisis is a sharp interruption in the pro. 
cess of capitalist accumulation, it is also a radical upheaval - inter
nal to the motion of capital - which generates the requisite condi
tions for a qualitative thrust forward in accumulation. Crisis, then, 
is neither external nor dysfunctional to accumulation, it is integral 
to this process and the principal mechanism of its adjustment and 
regeneration: 

The crises are always but momentary and forcible solutions of the 
existing contradictions. They are violent eruptions which for a time 
restore the disturbed equilibrium. 67 

In another context, Marx spoke of the divorce of purchase from 
sale, commodity from money, use value from exchange value, and 
pointed out that such contradictions existing in bourgeois produc
tion "are reconciled by a process of adjustment which, at the same 
time, however, manifests itself as crises, violent fusion of discon
nected factors operating independently of one another and yet cor
related .... '' 68 Competition takes on a different hue as each capital, 
to preserve its quality as capital, seeks to force the others to with· 
draw from a narrowing field of production. The "operating frater
nity'' that previously shared in the loot of expansion now breaks 
apart into a brawl among "hostile brothers," each trying to shove 
losses onto the other. 69 In crisis the competitive struggle becomes 
the instrument of a violent and massive restructuring of capital; 
hence, the "purgative" role of crisis which paves the way for fur
ther accumulation. 

Integral to this purgative role, crisis transforms the existing 
value relations of capital and the relations among capitals in the ac
celerated trend of centralization. The more concentrated capitals 
emerging out of this process are positioned to decisively reorganize 
the conditions of production. Thus, not simply larger, but newer 
and more efficient capitals are formed. The dislocations that occur 
on a large social scale in crisis interact with changes in relations 
among the larger and more critical capitals to render the whole 
mass of capital more profitable. How is such restructuring effected 
and how is it effective? Fundamentally, reorganization takes place 

67 Capital, Ill, p. 249. 
68 Theories of Surplus Value, III, p. 120. 
69 Capital, III, p . 253. 

http://www.dztsg.neUdoc 

Political Economy: Imperialism and Revolution 67 

on the basis of the destruction of a portion of the total capital. The 
role and mechanisms of this destruction of capital (and capital 
values) and its renovation require further elaboration. 

An increase in the productive force of labor devalues or destroys 
existing values since the same use values can be produced more 
cheaply. A machine, for instance, whose cost of production has 
declined (or which is replaced by a more efficient one) is worth less, 
and part of its value, reflecting previous conditions of its produc
tion, is thus destroyed. Investment in the form of accelerated re
placement of fixed capital has just this effect. In crisis, destruction 
of capital is widespread and destabilizing. However, such destruc· 
tion does not mainly occur through a real increase in the productive 
force of labor, but rather by means of a decrease in the existing 
value of raw materials, machines, and labor power. 10 The com
petitive scramble for a shrinking market leads to a fall in commod
ity prices, and since part of the commodities produced can only be 
cleared on the market through a contraction of prices, the capital 
they represent is depreciated, as if it had been produced more 
cheaply. Stocks, bonds, and other securities suffer the same fate; 
their market value depreciates on account of price declines and 
speculative collapses. 

During crisis, centralization occurs largely as a consequence of 
the elimination of particular capitals (as opposed to the kind of 
merger and consolidation activity of booms). Those capitals under 
immense creditor pressure are forced to sell off assets (from idle 
machine tools to raw materials contracts) cheap. Those that are 
unable to realize their commodity values at a level permitting 
reproduction go bankrupt, and their assets, or at least some usable 
portion of them, are thrown onto the market. Depreciation makes 
possible the absorption of capitals that have ceased to function as 
capital, and this creates a more favorable basis for accumulation for 
those who do survive: "A large part of the nominal capital of the 
society, i.e., of the exchange value of the existing capital, is once for 
all destroyed, although this very destruction, since it does not affect 
the use value, may very much expedite the new reproduction." 71 

Because of the drop in prices, the means of production bought 
up in the welter of liquidation embody less exchange value than 
previously existed but represent the same use value. When produc-

10 See Grundrisse, pp. 445-46. 
11 Theories of Surplus Value, II, p. 496. 
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tion resumes - and eventually crisis clears away excess commod
ity stocks - a given mass of surplus value will be larger relative to 
total capital since the same stock of means of production has been 
redistributed at lower cost to the stronger capitals, and this raises 
the rate of profit of those capitals. 72 Marx emphasized the role 
played by the transfer of assets from bankrupted capitals, ruined 
by the sudden devaluation of commodities and depreciation of 
capital: '' large enterprises frequently do not flourish until they pass 
into other hands, i.e., after their first proprietors have been 
bankrupted, and their successors, who buy them cheaply, there
fore begin from the outset with a smaller outlay of capital.'' 73 

But capital does not only become more centralized. On the one 
hand, the most inefficient and obsolete capital is discarded entirely; 
on the other, reduction of the total number of capitals carrying on 
production facilitates "economies of scale," that is, growth in the 
size of the unit of production to achieve a lower cost per unit of out
put. Plant and equipment investment previously held back can 
potentially be carried out more widely and profitably. In short, the 
technical level and efficiency of the total capital is raised. The 
renewal of fixed capital, in turn, provides a major impetus to ex
pansion. As these elements come into play, the field of production 
can and must be widened-still further, which involves further spe
cialization of the division of labor, penetration of surrounding pre
capitalist formations, and expansion of foreign trade and invest
ment. Linked with this crisis/recovery dialectic, the reconstitution 
of the reserve army of labor through enforced idleness during crisis 
enables capital to both depress wages and to impose a more intense 
regime of accumulation via speed-up, tighter discipline, etc., and 
this in turn enhances profitability and recovery. 74 In crisis, per· 
vasive depreciation of capital 'promotes centralization of capital 
and enhances its profitability. On this basis it becomes possible to 
reorganize and technologically transform the conditions of produc
tion. The resultant capital is more concentrated and is reproduced 
on a higher technical basis; the commodities now entering into the 
reproductive process as elements of constant and variable capital 
are cheapened. 

72 See Mattick, Marx and Keynes, pp. 70-71. 
73 Capital, III, p. 114. 
H The role of the reserve army of labor, however, though not without its contem· 

porary international significance, is more central to the crisis resolution mechanism 
of the preimperialist era. 
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To sum up, major disturbances at the level of production, ex
change, and distribution alter the relations. among capitals and be
tween capital and labor. Surplus commodity. stocks ar.e ~bso~be?. 
Disproportionalities wracking social p:oduct1on and difficulties in 
the realm of circulation are momentarily suppressed. ~ase.d or_i th~ 
stablishment of new value and price relations, capital is d1str1-
~uted in new proportions to the various spheres o~ social produ.c
tion. This temporarily facilitates the more harmonious and profit
able reproduction of the total capital. At the sa~e .time, t~e bai:k
ruptcy of debt-ridden capitals and t~e de~reciat1on of fina~c1al 
assets and securities shake out the financial superstr.u~ture .. the 
lower interest rates ultimately emerging out of crisis reh:ve 
pressure on the survivin~ capitals: The credi~ chain br~ken during 
crisis can thus be reestablished, with production resuming and con
fidence between creditors and debtors restored. 

It is precisely the process of destruction of e.xchange valu:s and 
inefficient capitals which unleashes the massive restructuring of 
capital towards greater profitability, which creates a new ~ra.me
work for accumulation, including more complex and socialized 
mechanisms of reorganization: 

The ensuing stagnation of production would ?ave prepare~ -
within capitalistic limits - a subsequent expansion ~f producti.on. 

And thus the cycle would run its course anew. Part o~ the capital, 
depreciated by its functional stagnation, would reco~er its old value. 
For the rest, the same vicious circle would be described once more 
under expanded conditions of production, with an expanded market 
and increased productive forces .... 75 

·Hence overproduction: i.e., the sudden recall of all these 
necessary rr1oments of production fou~ded on capita~; hence general 
devaluation in consequence of forgetting them. Capital, at the same 
time [is] thereby faced with the task of launching its attempt anew 
fro~ a higher level of the development of productive forces, with 

. l 16 each time greater collapse as capzta . 

Crisis, therefore, is not only, as mentioned earlier, an ir_itegral part 
of the accumulation process, it is the decisive moment in that pro
cess exactly because it is within and through crisis that the contra-

75 Capital, Ill, p. 255. 
H• Grundrisse, p. 416. 
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dictions of accumulation are concentrated and forcibly - if tem
porarily - resolved. 77 Capitalism undergoes great leaps owing to 
the contradiction fundamental and peculiar to it, between social
ized production and private appropriation. Specifically, the ''com
pelling force of anarchy" leads to breakdown, through which 
capital is violently recomposed. 

The objective tendencies and requirements of capital do not 
exist apart from and are certainly influenced by the conflict be
tween the working class and the capitalist class. Exactly how a spe
cific crisis unfolds and is resolved is not a given. More to the point, 
it is precisely in such periods of crisis that the class struggle gener
ally sharpens most: history and possibility, as well as the contradic
tions of accumulation, are condensed in these moments. But bar
ring its revolutionary overthrow, capital will reconstitute itself ac
cording to its own logic. In advancing from a lower to a higher level 
of socialization a basic law is, nevertheless, at work: the means 
whereby the capitalists get out of crisis only lay the basis for more 
profound crises in the future. In one of the most powerful passages 
of the Grundrisse, Marx described the motion of this process: 

The growing incompatibility between the productive development 
of society and its hitherto existing relations of production expresses 
itself in bitter contradictions, crises, spasms. The violent destruction 
of capital not by relations external to it, but rather as a condition of 
its self-preservation, is the most striking form in which advice is 
given it to be gone and to give room to a higher state of social produc
tion.. . . Hence the highest development of productive power 
together with the greatest expansion of existing wealth will coincide 
with depreciation of capital, degradation of the laborer, and a 1nost 
straitened exhaustion of his vital powers. These cont radictions lead 
to explosions, cataclysms, crises, in which by momentaneous sus
pension of labor and annihilation of a great portion of capital the lat
ter is violently reduced to the point where it can go on .... Yet, these 
regularly recurring catastrophes lead to their repetition on a higher 
scale, and finally to its violent overthrow. 711 

Thus we return to the concept of spiral development. The 
" regularly recurring catastrophes" to which Marx referred were 
the crisis phase of the acute periodic process of accumulation, as-

77 A similar point is 1nadc with respect to the cycle in Ben Fine and Laurence Har
ris, Rereading Capital (London: MacMillan , 1979). p. 80. 

1
" Grundrisse, pp. 749-50. 
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ming at first a five-year pattern and later emerging as a ten-year 
~~dustrial and trade cycle, which was typical of the m?st d.eveloped 
capitalist country, Great Britain, in the early and mid-nineteen.th 
century. These breakneck leaps and explosions were the essential 
framework through which capital became mo~e concentra.tt~d, pav-
. the way for more serious crisis and preparing the conditions for 
~~sg "violent overthrow." Through this process -. although .Marx 
could not foresee it - capitalism developed to a ~igher st~ge, impe
rialism, inseparable from the very laws of motion he discovered. 
Under imperialism accumulati?n .began to .ta~e place on a world 
scale. The fundamental contradiction of capitalism became the fun
damental contradiction of a single, if extremely complex, world 
process involving the motion and interpenetration of ma~y ?th~r 
contradictions. Far from being attenuated or overcome, capitalisms 
basic contradictions were intensified. The .fi:st worl~ war. and the 
revolution Lenin successfully led were striking confir~~tion, h~r
bingers of an era in which the ''knell of private property would in
deed s;und. We now turn to the dynamics of this era. 

IV 

Lenin set out precisely to explain the complex .cause~ of both t?e 
continued growth of capitalism and the sharpening of its.contradic
tions in the imperialist era - to identify. the. economic. roots. of 
modern war and modern politics. Introducing his study of ir:1perial
ism, Lenin described the work as presenting ."a compos~te pzc:ure, ~~ 
the world capitalist system in its int~r~ational relationships. 
Throughout, he pointed to changes within and between t~e .ad
vanced and the oppressed countries, which transformed capitalism 
into a world system of colonial oppression, and to processes of devel
opment which inevitably lead to convulsions within the whole. of 
world capitalism. Clearly, Lenin was not simply concerned ~ith 
changes in the structure of the advanced countries or even mai~ly 
with the relations between the advanced and backwar? cou.ntries, 
although these he deemed of great imp~rt~nce. His obJ~Ct of 
analysis and starting point was the system ~n i~s global. totality· 

In Imperialism, The Highest Stage of Capztal~sm, Lenin analyzed 
the prof

9
und changes which had taken place in the structure and 

79 Imperialism, p. 3 (LCW, 22, p. 189). 
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functioning of capitalism by synthesizing a mass of data on the 
development of capitalism in the late nineteenth century. An im
portant benchmark in that development was the prolonged crisis 
which began in 1873 and deeply affected the major capitalist coun
tries. This crisis vastly increased the tendency toward concentra
tion; in Germany, for instance, the highly developed system of 
trusts and cartels first emerged in the ensuing years of economic 
slowdown. The boom at the end of the nineteenth century and the 
crisis of 1900 still further accelerated the trend toward concentra
tion and centralization, leaving in their wake a financial and in
dustrial system dominated by a few strategically situated, giant ag
glomerations of capital. 80 

By the last third of the nineteenth century, Western European 
feudalism had been overcome and capitalism was spreading its 
reach to the farthest stretches of unconquered land in the world. In 
great measure because of this, the system could develop relatively 
peacefully at home (although not without breaks in growth). In
deed, this stabilization of capitalism was linked precisely with the 
savagery of its expansion into regions it newly or more thoroughly 
penetrated. At the close.of the nineteenth century, what has come 
to be known as the Third World 81 was transformed from a sub
sidiary market and outlet for capital of the advanced countries into 
an indispensable component of their prosperity. Internationaliza-

"
0 The period between 1873 and 1896 has often been referred to as the "Great 

Depression," or, more accurately, as the "Great Price Depression." These were in
deed years of plummeting prices, due mainly to agrarian crisis in many parts of the 
world and rising labor productivity propelled by massive technical advance. Fur
ther, investment opportunities were pinched and overproduction difficulties felt in 
some of the advanced countries. However, while average annual growth rates in real 
output slowed considerably in Great Britain and France, the U.S. and Germany were 
able to sustain growth at levels approaching those of the preceding twenty years. 
This was not a period of global economic crisis of the order of the world depression of 
the 1930s or of the current world crisis. Nor was it a period of revolutionary upheaval 
in these countries. 

"' We use the term Third World because it has become widely accepted as a kind of 
shorthand for the peoples and countries of Asia, Africa, and Latin America. But its 
use in this book has no connection with the use of this term by the revisionist rulers 
of China. They employ it to obscure class relations within these countries and be
tween them and imperialism, and frequently accompany its use with equally un
scientific divisions between the "second world" (lesser imperialist and capitalist 
states) and the "first world" {the two superpowers), which obscure the imperialist 
and reactionary character of these states and promote alliance with the U.S. bloc 
against the Soviet bloc. In describing the Third World countries, we use the terms 
{neo)colonial, dependent, and oppressed interchangeably. 
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· n of investment of productive capital transformed th~ world 
uo ket On a political level Great Britain's military, colonial, and 
rnar · ' · 1 · b 'ld economic preeminence was challenged by riva emp~re- ui ers. 
Free trade was being eclipsed by an aggressive and belhcos.e prote.c
tionism. A veritable paroxysm of colonial conquests culminated in 
the complete partition of the world by and among the great powers. 
The great powers had imposed their power over every corner of the 
globe. Lenin summarized the leap that had occurred: 

On the threshold of the twentieth centu:r we ~ee ~he form.atio~ of a 
new type of monopoly: firstly, monopolist capitalist combin~s in a~l 
capitalistically developed count:ies; .secon~ly, the monopohs~ posi
tion of a few very rich countries, in which the accumulation of 
capital has reached gigantic proportions. a2 

This emergence of monopoly, inward and outward, ~sit were, 
at a deeper level expressed that ''narrowing cir.cl~'' to wh.ich Engels 
referred. Capitalism was pressing against the hm~ts of .Private .own
ership and facing ever more formidable barriers in the inter
national arena. The compelling force of anarchy had propelled 
socialization of the productive for~es. to a ~hole new level. of 
domestic concentration and centralization. This sam.e com~elhng 
force pushed these powers outward, where they colh?ed with the 
less powerful, old-style colonial powers, let loose their cann~n on 
nascent national movements, and lashed out at each ~th~r. The 
contours of modern capitalism could be discerned: capitahsm was 
in violent transition to something higher. . 

The emergence of imperialism, then, was nothing less th?n.the 
fundamental development of capitalism into a separate a~d d1st1nct 
phase. The imperialist era is an era of war. and revol~tion deter-

. ed by an ensemble of historically constituted and inter.relat.ed 
;~~nomena. With the caveat that su.ch definit~ons tend to simp~ify 
the complexity of nature or soc1etY., . Lenin enumerated. im
perialism's most basic feature~, recognizing as well that no single 
aspect of imperialism defined its essence: 

Imperialism is capitalism in that stage of d~velopment i~ whi~h th~ 
dominance of monopolies and finance capital has established itself, 

"2 Imperialism, pp. 72-73 {LCW, 22, p. 241). 
K3 The An lo-Boer and Spanish-American Wars and the su?sequent Ru~so

Japanese w:r of the late nineteenth and early twentieth centuries were the first 
significant imperialist conflicts. 
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tion. 89 The international requirements of industrial capital br h 
the backward regions of the world under the domination of c ou? t 
and caused their penetration by capitalist relations a phenomapital 
no m " 'd Ir " h ' enon . ore 1 Y ic t an the mercantile thrust outward. A greater 
~ion of the world's production became commodity production por
ing the needs of expanding industrial capital: ' serv-

[TJhe expansion of foreign trade, although the basis of the capit r t 
mode o~ production in its infancy, has become its own product, h~~
ever, with t~e further progress of the capitalist mode of production 
through the mn~te necessity of this mode of production, its need fo; 
an ever-expanding market. ... 90 

So soon .. : as the .general conditions requisite for production b 
the mo~ern ind~stnal syste:n have been established, this mode o~ 
production acquires an elasticity, a capacity for sudden extension b 
leaps ~nd bou~ds that .finds no hindrance except in the supply of ra~ 
material and in the disposal of the produce B . . h d' 

ft d · . · · · · Y ruining an 1-
c~a J?ro u.ction in other countries, machinery forcibly converts 
~ em in~o fiel~s .f~r the supply of its raw material. ... A new and 
international d1v1s1on of labor a division suited to the re . 
f th h' f ' qu1rements 

o e c 1e centers of modern industry springs up .... 91 

During the ascendancy of industrial capital, the world market 
was nots? muc.h a precondition for capitalist production as it was 
an extension ~fit, serving as an outlet for commodities and a source 
of raw materials. Between 1840 and 1850, foreign trade within 

bo:;ne~~~! i::i:;!e~iffere~t periods of c.apitalism's history a different layer of the 

ment~ both on the nat!~~1f :::1 ~~~ f:~~~~~~~~t~~~ ~~~c~ss ot capitalist develop-
~arket, with certain characteristics. In the feudal eri d unc ion1ng ?f the world 
in the interstices between largely self-sufficient c~m::.i , ~~rcha~t capital :~erged 
production and exchange were enerall u k uni ies w ose conditions of 

~er~ nothengaged in production gproper;~h~ ~~;;~t!~ ~~~~:·s~e;;eh~~~~apitalists 
uy1ng c eap and selling dear in separate k t b' . . mmerce, 

outright plun~er. The ascendancy of indu~:fa1ec!p~~~in1~~:g :.rait1ng athctividty ~ith 
teenth centuries corresponded to the full d 1 . ig :en an nine
circuits of capital within national formation:;~~~~~~:a~~? ~ntegrat~on of the t~ree 
an~ profits of production within national formations unde:~h~i:pt ot ave~afge pnces 
pellhon. These industrial capitalists who e us o ree com-

:~:\~~i~~~fn";~;~~,j~{yot~;;~e ~:;.'~f i.~~l!;"r~~t1~~:;:::,~:~~~~!~~~·~/~;~'. 
dant and imparts definite features to accumul~~n' a~n;~~= ~~:1~1 bec~~es ascen-

90 Capital, III, p. 237. mar e · 
91 Capital, I, pp. 424-25. 
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Europe increased seventy percent. 92 At the same time, diffusion of 
industrial processes to the United States and throughout most of 
Western Europe, the growing food and raw material requirements 
of these countries, and the specific dyn~mics of the British cotton 
and textile industries led to increased trade with non-European 
nations. 93 

Extensive regions of the non-European world were drawn, al
though unevenly, into industrial capital's sphere of circulation. 
From a world-historic viewpoint, foreign capitalism played a revo
lutionary role in these areas: it battered at the precapitalist produc
tion relations and superstructures of these variegated societies and 
stimulated the development of commodity production and of bour
geois production relations, breaking these societies out of much of 
the insularity that had previously characterized them. Commerce 
between the advanced and backward countries came to play a 
more central role than the extortion and transmission of riches. The 
plunder of the sword, which had typified the mercantile era and 
which had helped destroy the feudal fetters of production in 
Europe, while far from ceasing, increasingly served the ever
expanding need for markets of industrial capital. 

If, however, international connections were growing and draw
ing new territories into the vortex of the world economy, and if the 
mutual interaction between different societies made for a higher 
degree of interdependence, capitalist and precapitalist lands still 
confronted each other as basically separate societies, the develop
ment of each determined by its own internal dynamic, with the 
international context functioning secondarily as external condi
tion. What, then, changed such that the terms of these interactions 
were transformed and the bourgeois mode of production became 
dominant on a world scale? 

Here it is necessary to return to the long-term effects of the in
creasing socialization and, at the same time, heightened anarchy of 
capitalist production in its national framework, and the nature and 
terms of the struggle for international supremacy - which are en
tirely related phenomena. Toward the middle of the nineteenth 
century, c;apitalism in Western Europe was attaining a degree of de-

92 Claudia von Braunmiihl, "On the Analysis of the Bourgeois Nation State within 
the World Market Context," in John Holloway and Sol Picciotto, eds., State and 
Capital (Austin: Univ. of Texas Press, 1979), p. 207, note 34. 

93 For example, between 1846 and 1860, export of cotton and wool from India to 
England grew sixfold and over fourfold, respectively (Capital, I, p. 424, note 2). 
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velopment and maturation which intensified its contradictions It 
~ad fundamentally conquered and transformed feudalism dom~s
t1call.y - not completely or uniformly, but substantially - which 
as will ~e re~alled , was an essential means through which capitai 
re~rgan1zed itself. (In Japan and Germany the full transition to capi
~ahsm. w~s coextensive with and telescoped by the approach to the 
1mper1ahst stage.) With the further growth of capitalism in the ad
vanced countries, f~~eign trade assumed greater importance as a 
~eans of counterva1hn? the t~ndential decline in the rate of profit 
internal to .these cou~tr1es. This expansion of trade accelerated the 
accumulation of capital and thus, as described earlier with respect 
to the ~ener~l operation of the countertendencies to the falling rate 
of pro~1t, ~lt1m~tely compounded the difficulties of accumulation, 
necess1t~t1ng still further expansion of trade. But the expansion of 
trade with the ba.ck~ard regi?~~ of the world was increasingly 
hamper~d by the 1111:11ted capab1ht1es of their precapitalist modes of 
production. Due to its rel~tive stagnation, feudalism, for instance, 
~ould not exp~nd production at a rate which could meet the grow
ing trade requirements of capitalism. 94 

:S<>~ething .was happening within the very circuits of capital 
which 1~te.rkn1t th.e world in a new way. Before imperialism, the 
economic integration of the world was principally a function of 
trade and.moneta:y tr~nsactions. The circuit of commodity capital 
had been 1nternat1onal1zed in Marx's time - we have already taken 
note of the exceptionally rapid growth of world trade. The circuit of 
money capital was also internationalized prior to the advent of im-

94 ~arx .dealt with this phenomenon in his writings on British trade with India in 
t~e ~1d-n1?eteenth century. After the opening of trade in 1813, commerce with In 
?1a tripled in a very short tim~. Furt~er, India, which had previously been an export
ing country, now became an importing one. By 1850 India accounted for more than 
one-eighth of Britai~'~ expor:t trade. However, Britain's cheap cotton manufactures 
had th e. effect of ruining indigenous industry, and in so doing actually undermined 
the basis for extende? trade. In the f~ur years ending in 1850, two-way trade be
tween the t~o countries was .l~ss than 1n the four years ending in 1846. So important 
was the Ind1~? mark~t to British industry that it would be necessary, according to 
Marx, f o.r British capital to cr~ate "fresh productive powers" in India (Marx, "The 
East Ind~a C~mpany - Its History and Results," originally published in the New 
York D~~ly Tribun~, 11 July 1853, in MECW, 12, pp. 148-56). Yet Marx was writing in 
a tr~nsitional period. The initially stimulating effect of European trade with Asian 
s.ociety was alread.y ebbing; the trade requirements of precapitalist modes of produc
tion were wholly inadequate to the trade needs of industrial capital. The industrial 
de~el~pment t~at eventually took place in India was fostered under the rule of im
periah~m and it would not repeat the socioeconomic trajectory of the advanced 
countries. 
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perialism; Marx himself spoke of gold as world money, and it was a 
necessary element in facilitating world trade. 

With imperialism, however, the circuit of productive capital itself 
became effectively internationalized for the first time, creating the basis 
for a new unity of capital on a global plane. Profitable investment in 
the advanced countries was · more limited and strained by an al
ready high degree of development and concentration. There was an 
inner urge for capital, according to its national needs, to seek out 
and develop foreign outlets for capital as capital - value that 
generates surplus value - on a qualitatively greater scale. This was 
made possible by the fact that by the middle to late nineteenth cen
tury the means to export capital and make use of it in different parts 
of the world had developed in depth and breadth. 95 Capital's out
ward flow took a leap and it was extensively invested internation
ally in accordance with the law of value and profitability. Conse
quently, value transfers - and value formation. itself -. became 
internationalized. Previous modes of global integration were 
transformed by the dominance of this internationalized circuit of 
productive capital, and trade and monetary transactions stood in a 
new (subordinate) relationship to the export of capital. A recent 
analysis offers this useful description: 

In the course of the process of accumulation, of the extension, dif
ferentiation and intensification of the social division of labor, of the 
increasing establishment of international capital mobility and 
supranational interpenetration, the unity of the divided complexes 
of reproduction (i.e., national capitals), previously established selec
tively and essentially in the sphere of circulation, coheres increas
ingly to become a real, unified, global complex of reproduction. 96 

At the same time, the great capitalist powers were locking horns 
with each other over the distribution of colonial spoils. There was 
no further room for expansion into previously unconquered ter
ritories of the world, only for redivision of existing ones: ''For the 
first time the world is completely divided up, so that in the future 

95 Major improvements in global communications and transportation, particularly 
submarine cable and the steamship, were key factors. 

96 von Braunmiihl, "Bourgeois Nation State," p. 168. In. making this. impo:ta.nt 
observation, the author does not, however, clearly distinguish between impenahst 
and preimperialist stages of capitalist development. 
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only redivision is possible, i.e., territories can only pass from one 
'owner ' to another, instead of passing as ownerless territory to an 
'owner. ' 1197 Lenin emphasized that the transition to the stage of 
monopoly capitalism is directly associated with intensification of 
the struggle for partition of the world, although he did not, as his 
critics - bourgeois and "Marxist" - often contend, posit a crude 
causal relation between the rise of monopoly and the partition 
struggle. 911 The statistics he cited underscore how this struggle 
sharpened with the development of the monopolist stage of West 
European capitalism: between 1876 and 1914 the colonial posses
sions of the six great capitalist powers (measured in land area) in
creased by over fifty percent. In absolute terms this orgy of foreign 
conquest was staggering. In Africa, to take perhaps the most strik
ing example, only one-tenth of its total area had been colonized by 
1876. By 1900, just twenty-five years later, fully nine-tenths of its 
total area was under foreign rule! 99 

New structural relationships emerge in the imperialist era and 

97 Imperialism, p. 90 (LCW, 22, p. 254). 
9

K Lenin's theory of imperialism is sometimes attacked for resting on (or manufac
turing) a double coincidence: that certain internal and external developments, most 
notably the overripening of domestic capital, on the one hand, and the territorial 
division of the world, on the other, had historically converged, and that these 
developments occurred simultaneously in all the capitalist countries. This argument 
figures prominently in Bill Warren, Imperialism: Pioneer of Capitalism (London: Verso 
Editions, 1980). Now it could scarcely be argued that the major capitalist countries 
had each attained an identical level of internal development in the late nineteenth or 
early twentieth centuries. Germany, for instance, had reached a much higher degree 
of monopolization than had Great Britain (although World War 1 dramatically ac
celerated this process in Great Britain). Nor were the features of imperialism as they 
exist today present in every way in the advanced countries (several were not even 
fully imperialist). However, there was indeed such a double coincidence, 
understood as a qualitative phenomenon of the world capitalist system. The par· 
ticularities of the different countries were secondary to the general trends of 
domestic accumulation and to the general fact that foreign trade as a main avenue of 
expansion was reaching certain limits in the consumption and productive capacities 
of colonial markets. Capital export did acquire "pronounced importance." 
Moreover, while it would surely be foolish to argue that specific outflows of capital 
caused governments to secure specific portions of the globe, an international 
dynamic of economic expansion and political and economic rivalry was decisively 
shaping the entire development of capitalism and reacting back upon the major 
capitalist economies and their states, although with differences related to both their 
historical development and position within the world market. Capitalism had thus 
reached a stage of development requiring that it operate on a wider, international 
scale in a way it previously had not. 

. 
99 In:zperialism, pp. 95, 90 (LCW, 22, pp. 258, 254). Table 2.2 presents a comprehen· 

s1ve picture of colonial conquests during this period. 
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invest the accumulation process with specific and systemic distor
tions. Under imperialism, accumulation proceeds decisively 
through monopoly, specifically the dominance of international 
finance capital, which is the key activating and stimulating factor in 
the reproductive process. It proceeds on the basis of the division of 
the world between oppressor and oppressed nations. Colonial expan
sion and superprofits play a crucial role in the overall process of ac
cumulation. And, in the imperialist era, accumulation proceeds 
through rivalry between different national capitals. If national capi
tals and formations are locked into a single international system, it 
is also the case that this system, though a coherent whole, is divided 
inescapably into national capitals and blocs of national capitals. 
These phenomena are not incidental but part of the form of ex
istence of internationalized capitals. The laws of accumulation 
assert themselves in interpenetration with the division of the world 
and with political struggles in the world, including, very decisively, 
revolutionary struggles. 

The political and economic transformations we have been ex
amining were, in their historical development and dynamic inter
relation, responsible for a qualitative change in world relations. It 
was not simply that the world market now encompassed more 
countries; this was no longer the same world market. With the rise 
of imperialism, an international dynamic subordinates and inte
grates different societies. Building on Lenin's systematization of the 
political economy of the epoch, Bob Avakian has given more precise 
meaning to this change in world relations and, in particular, to its 
significance for the international ~lass strugg~e: A~akia~' s _con
clusions have profound methodological and political imphcat1ons: 

(I]n an overall sense the development of the class (and national) 
struggle, the development of revolutionary situations, etc., in par
ticular countries are more determined by developments in the 
world as a whole than by developments in the particular countries 
- determined not only as a condition of change (external cause) but 
as a basis of change (internal cause) .... [T]his was not so before the 
advent of imperialism - or before bourgeois society (and to put it 
that way, the bourgeois epoch} became dominant in the world and 
changes in societies throughout the world became integrated in an 
overall way into a whole (single) process .... China, for example (or 
the U.S., or any other country) has its own particularity, its own par· 
ticular contradiction; and in one context, the rest of the world (and 
struggle and change in it) is external (to China, or the U.S., etc.). But 
it is also true that, in another context, China, the U.S., and the rest of 
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the countries of the world form f as a whole, with its internal p:rt~? ~he world jof human society) 
in an overall way by the fund con ra :chon an? ~hange, determined 
epoch, between socialized amenta .contr~d1chon of the bourgeois 
[C]ouldn't it be said that ea::oduchon/.pr1vate appropriation .... 
within it, have always been partc~~:;:ry in ltdhe world, and c~anges 
and changes in them _or even e :'or and world relations -
all part of the solar system th t~at, going further, the world is after 
it can - and must b , . de so ar system part of a galaxy, etc. But 
system and the world f e sa1 that t~e difference between the solar 
than the difference b, tor example, is of a qualitatively different type 

e ween one country a d th ld . 
text we are considerin thin s _ . . n . e wor , zn the con-
changes in human soci!ty· an~ th which is precisely the context of 
different - more or less,isolat e same.fo~ th.e relationship between 
dominance of the bou . ed - societies in the period before the 
dominance because b:f~eois ~poch and then in the period of that 
part of a whole - s· 1 re, c anges in particular societies were not 

ing e - world process in the way they are now. ioo 

. Avakian, s insight is a central th . f . . 
imperialism, the fundamental c esis? ~his work. With the rise of 
becomes the underlying co t o~.tr~diction of the bourgeois epoch 
process of the advance from ~h:a ict1on ?f a single, overall world 
by the epoch of world .bourgeois epoch to its replacement 

. . commurusm Throu h th' . 
tradict1on grows more inten . · . g . is process this con-
subordinate contradictions a~~ i~ turf ii;itensifying many of the 
bringing some new conflict . ts rugg es in the world, while also 
the socialist and impe · 

1
. t s in ° being, particularly that between 

. ria is systems The th . . 
which arise from this . 

1 
f · 0 er main contradictions 

grated into this processing e un~amental contradiction are inte-
date or existed previou~lyas a;e.dstilbl other :ontr~dictions that pre-

Th l' . ou s1 e ourgeois society 101 

e monopo ization and rel t. . . 
vanced countries and th a iv.e sat~rat1on of capital in the ad-
entire circuit of cap't 1 e concomitant internationalization of the 

. . . i a promoted the s b · f . 
societies into a single world u sumption o different 

1 
process In the 1 · · · 

onger merely a matter of old stru . . co onies, it is now no 
down, but transformation on the ctur.es being br~ken. and battered 
tegration within the international ~asis o~ subo:di.natioi: to and in
production relation defines th . ow ~f imperialist capital. A new 

e interaction of the advanced and op-

• ioo Avakian, "On the Philosophical Ba . . 
t1onary Worker, No. 96 113 March 1981Js1s o3f Proletarian Internationalism," Revolu-

101 F • P· . 
. or .example, consider the contradict' . . which still persist, though in m d'f d f io~s charactenstlc of the feudal system 

0 1 ie orm, in large parts of the world. 
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pressed nations. The division of the world among the major capi
talist powers, and the struggles and conflicts to which this gave rise 
or heightened, represented a fundamental historical factor under
lying this change in world relations. The network of international 
relations and connections, then, is at once the critical stimulus of 
accumulation and the principal set of barriers to accumulation, 

both economically and politically. 
The world - and the changes in relations within the world deter-

mined by the fundamental contradiction of the bourgeois epoch -
is the essential arena (and analytic framework) for understanding 
the forces and influences shaping politics and economics in the im
perialist era. Yet the world, understood in terms of human society, 
is a structured totality made up of distinct levels, including national 
formations, blocs, and opposing systems, which are themselves in
ternally contradictory and partake of their own specificity and ef
fectivity. National particularities will, for instance, determine the 
strategy for revolution in any given country. But this is only 
relative: in an overall way international factors become the internal 
basis for change and development in particular countries, both as 
an ongoing determinant and especially during periods of inter
national crisis. And, dialectically, struggles or events in individual 
countries will have far-reaching international significance, exactly 
because the unfolding of the fundamental contradiction on a world 
scale, while enormously complex and contingent, is a coherent and 
determining totality. The objective and analytical primacy of inter
national relations and the existence of this single world process 
must, therefore, inform any serious analysis of the coordinates of 
i~nperialist accumulation and of revolutionary struggle. 

v 
The specificity of imperialist accumulation is concentrated in the 
structure and workings of finance capital. The concept refers both 
to a layer of the bourgeoisie and a characteristic mode of operation. 

102 

Lenin stressed two developments underlying the rise of finance 

102 
We use the terms imperialism, monopoly capitalism, and finance. capitalism 

~ynonymously; they refer to the same phenomena of this epoch. As Lenin stressed, 
imperialism is the monopoly stage of capitalist development. However, in order to 
clarify the argument and to emphasize certain aspects of the accumulation process, 
we vary the choice of terms in particular contexts. 
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capital in the late nineteenth century: the monopolization of bank
ing and industry and the merger (or coalescence) of banking with 
industrial capital. 

Owing to the increasing scale and complexity of production, it 
became necessary, in order to advance accumulation, to pool and 
centralize capital. The banks played an important role in this pro
cess by mobilizing huge reserves of money capital and providing 
the credits upon which large enterprises were dependent. The links 
between individual capitals increased, accumulation accelerated 
rapidly, and with this came further centralization and monopoly. 
Having acquired a significant stake in enterprises (in which, for in
stance, large amounts of their credit were tied up for extended 
periods as fixed capital), the banks sought to safeguard these invest
ments by promoting trusts and cartels. This, however, required 
even greater financial injections, something which reacted back 
upon the banking system, encouraging centralization and even 
closer ties between industry and banking. At the same time, indus
trial monopolies penetrated into banking activities, replicating this 
process from the other side. ''(F]inance capital is the bank capital of 
a few very big monopolist banks, merged," Lenin observed, "with 
the capital of the monopolist combines of industrialists .... '' 103 

Based on this monopolization and commingling, certain strategically 
situated capitals could marshal and exclusively command huge 
amounts of money and investment capital, and in so doing control 
the whole process of production. 

Monopoly does not signify that one capital has literally dis
placed all others. It simply means that a sufficient share of the total 
capital and production in any given branch or sector has fallen 
under the control of a few big enterprises and that such enterprises 
wrest or establish control over supply, processing, and marketing 
channels, enabling them, by dint of their position or monopolistic 
agreement, to restrict competition and appropriate a larger than 
average - a surplus (or monopoly) - profit. Free competition and 
the press of cost reduction no longer hold sway as in the pre
monopoly era; within certain bounds, coalitions of finance capital 
can fix output and prices to preserve and allocate market shares 
and high profits according to the weights of their respective capi
tals. Recognizing that the actions of any of the major finance capi
talists would influence overall price levels and that each will re-

103 Imperialism, p. 105 (LCW, 22, p. 266). 
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. . 1 to disturbances, monopoly attempts to minimize 
spond s1m1lar y ff that results in lower profits. Monopoly 
pr~datory co7!: i ~~n rationalize production and exchan~e, to 
strives, ther~ , d h' n itself against cyclical fluctuations. 
stabilize ~ar~ings an ~~: ~~nnot free itself from its foundation of 

Impe~1ahsmdh~~:n ~the very cell of capitalist production -
commodity p~o u matter how far it develops, no matter how 
and competition. ~o the mechanisms of reorganization) 
socialized. prod~c~ion (and t cape the compelling force of anar-

s imper1ahsm canno es . 1) . t 
become. , . . dividual capitals (or coalitions of. capita in o 
chy whi.ch. d~ives int. on the basis of the exploitation of wage
antagonistic interac ion 
labor. Lenin wrote: 

. . t and cannot transform capitalism from 
Imperiahsm, tn fact, .d~es no licates and sharpens the contradic-
top to bottom. !mp~r1~l~sm c~~p o ol with free competition, but 
tions of capitaltsm:.1~ he~ up mt: ~ariet competition, crisis, etc. 

it cat:o~~~a~i;: ;1~0~~~u~~g:~pitalism, c~p~ta.lism which ·is dyi1:g 

but nJ dead. The essential feature of imper1ahs1?, ~y and .largceti.'01~ 
d . 1 but monopolies in conJun 

not monopolies pure an strop ~.'f n crises. . . . In fact, it is this 
with exchange, markets, ~o~pe i. to., les viz competition and 
combination o~ antagonistic f~rtncAali~m it i's this that is making 
monopoly that ts the essence o trope . ' io4 

for the fin~l crash, i.e. , the socialist revolution. 

The competition to which Lenin refers~: :~~ ';:~::'~o:~~ ~~~ 
nonmonopoly sector or b.etwee? ro~o61o!ks of capital The con
among these enormous imper1a ~e m etition is a po~erful ex
tradiction between ~o~opoly a~h c~on~radiction. Monopoly can· 
pression of the org.an1zationl/ana f y . tal. indeed by modifying 
not override the internal aws o cap1 , . h 1, ls 

\, 

them, it makes for more acute anarchy at h1g ber :~~h.individual 
By the la~e n~neteenth centu[J~~~~for~~~~~ti~e forms of capital-

forms of cap1tahst property evo . f . . t-stockholding com-
. h t · the predominance o JOln 
ist ~roperty, t a is, . f rms of state capitalist property, had 
pan1es and embryonic o l' f Along with and as an expres
become a process of monopo iza ion. . d of 
. f this a stratum of the bourgeoisie, an oligarchy, ma e up 
:~~:~ate , ;et interrelated, finance capitalists, came to occupy a 

the Committee of the April All-Russia 
104 "Comments on the Remarks ~ade byh R . . of the Party Programme," 

C f e ,, from "Materials Relating to t e ev1s1on on erenc , 
LCW, 24, pp. 464-65. 
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dominant position. A new type of monopoly arose on the basis of 
highly socialized production. 

Finance capital is not money capital, much less does it represent 
a ne~ or separate circuit of capital. It works through bank, in
dustrial, and co~mercial capital, which become monopolistically 
struct~red and integrated. N~r is finance capital institutionally 
reducible to a bank or corporation - although it involves a peculiar 
f~nancial ~ractice. It ~snot a question of banks controlling corpora
tions or vice versa. Finance capital criss-crosses and links different 
corporate entities, industrial firms and banks, each of which in
creasingly combines features of the other. A Chase Manhattan 
Bank or a General Motors Corporation are organizational units in 
wh~ch .finance capital is embedded and embodied and through 
which it operates. What emerges out of these monopolistic inter
connections is a layer of the bourgeoisie composed of capitalists 
who, in the main, are neither industrialists nor bankers and whose 
~orizon~ and loyalties are not defined by or limited to a particular 
firm or industry. In fact, they explicitly avoid being locked into 
such a position, although they have particular "base areas" of ac
ti~ity: in te:ms of their national base, particular oppressed coun
tries, and with respect to specific industries and banks in any given 
country. 

These finance capitalists do not mainly function according to 
the logic of the classical entrepreneur, i.e., how to make a cheaper 
car ?r r~n a i:nore efficient bank. Although the operation of finance 
capital is ultimately rooted in the creation of surplus value in pro
duction, its activity pivots principally on financial relations and 
decisions: which enterprises, industries, or even countries to 
finance in order to increase financial control and weaken the con
trol of adversaries. 

This ramifying and interlacing has a crucial implication: profit 
maximization ceases to be principally determined, nor is it neces, 
~arily operative, at the firm level. The juridically autonomous firm 
is no longer the locus of decisive decision-making. The enterprise 
remai~s the site of accumulation; this is where capital is productive
ly applied. But the enterprise or firm is not the paramount unit of ap
propriation. Enterprises and firms are at once chess pieces and 
battlegrounds on a larger board where the profit constraint asserts 
itself. Surplus value is ultimately appropriated - and this means 
the ~inal control exercised over the mobilization and deployment of 
capital - at the level of the financial group. 

The financial group is an essential category in the Marxist-
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Leninist political economy of imperialist accm:iulati~n .. I~ the 
Western bloc, these groups tend to be loosely knit and JUr1d1call~ 

·vate banking/industrial complexes whose command posts ar 
pri . . ( the 

re banking institutions or industrial corporations one or 
co · · t' lar other of which may be more prominent and strateg1~ 1n par icu e 
countries). los In the Soviet bloc, these groups are situated at th 
level of and are interwoven with the party and state structures, e.g., 
ministries, state banks, etc. d 

The actual composition of financial groups may be hazy an 
their inner networks are nothing if not labyrinthine; moreover, 
they interpenetrate one another (several finan~ial group~ can ?a~ 
epresented in a single large industrial corporation). But f1nanc~ 
~roups are real entities. Finance capit?l di~i~es into de~in~t~ 
spheres of influence which are gr?unded i~ definite ownership l~, 
terests. They are blocks of associated capital: cohere?t constell ts 
tions of independently managed enterprises (as well as invest.men ct 
and interests) which are subject to common c~ntrol and w~ich a C' 

according to a group strategy (including designated. profit str~nt 
tures, price mechanisms, and supply channe~s for t?eir. co~pon "' 
enterprises). 106 The financial group is a par:icular institut1o~al .ea, 
pression of monopoly, reflecting both the ~i~h degr.ee of ~0~1ahZ 
tion of the productive forces and the parasitism of imperiahsrn· 

Under the regime of finance capital, the tendency toward a 
systemwide average rate of profit is modified, on the on~ hand, f ~ 
the enormous scale of production which impede~ the rapid transf~t, 
of capital into and out of investment spheres o~ high and low pro he 
ability and on the other - and of far greater importance - by t 
obstacles ~nd barriers thrown up by monopoly itself to the free 

· kh Id' ties to 
10s In Japan many firms are linked through 1ntercorporate stoc. o 1ngs, deJ1 , 

trading companies and banks, and regular gatherin~s of ~xecuhves. In Swe ber 
stockholdings and family banking connections make ~t possible for a small nu:feW 
of family groups to wield control over the manufacturing secto~. In Germany, 

5 
of 

key banks play a dominant role in the ec~nomy. Some of the.literature ?n f~r~.M· 
corporate interlocks and financial control in the ~estern bloc is su~~ar~ze(~~cago: 
Scherer Industrial Market Structure and Economic Performance: n . e · 

5 
and 

Rand McNally 1980), pp. 51-53. The subtlety and intricacy of fi~ancial. group pare 
their sources of control in the U.S. emphasize that legal ownership of a fi~m 0~~is is 
capital and actual control over such property are not at all.the s~m~ thing. iarieS, 
perhaps best illustrated by the enormous stockholdings of financial intermed 
e.g., bank deployment of corporate pension funds. I< in 

106 A similar characterization of financial gro~ps is posited by Henk Overbe:gsO), 
"Finance Capital and the Crisis in Britain," Capital and Class, No. 11 jSummer 
p. 103. 



88 America In Decline 

movement of capital. Capital continues to flow from low to high 
profit investments, but within particular bounds. This results in the 
formation of monopoly (or surplus) profits which are not so much 
constituted and marshaled at the industrial firm level as they are, 
again, at the level of the financial group. io7 

The linchpin of finance capital's functioning is the most extreme 
dissociation of capital ownership from its direct management, so 
that enterprises, branches of production, and particular countries 
are subordinated to its imperatives. Lenin wrote: 

It is characteristic of capitalism in general that the ownership of 
capital is separated from the application of capital to production, 
that money capital is separated from industrial or productive 
capital, and that the rentier who lives entirely on income obtained 
from money capital is separated from the entrepreneur and from all 
who are directly concerned in the management of capital. Imperial
ism, or the domination of finance capital, is that highest stage of 
capitalism at which this separation reaches vast proportions. The su
premacy of finance capital over all other forms of capital means the 
predominance of the rentier and of the financial oligarchy; it means 
the singling out of a small number of financially "powerful" states 
from among all the rest. 108 

Particular circuits and sites of accumulation are expanded or 
drained, not in relation to their internal needs, but as part of a 
global logic, a global maximization of profits. Yet, this separation of 
finance capital from the productive employment of capital is not 
absolute. These financial groups confront each other economically 
and politically. As we have emphasized, they are built upon 
associations of large units of capital and their survival and suc
cessful expansion ultimately depend on the profitability of these 
underpinnings. 

107 This represents a mechanism through which surplus value is redistributed. 
The significance of monopoly profits will be treated extensively in a subsequent 
volume of this work. What must be emphasized here, however, is that precisely 
because capitalism is governed by the self-expansion (and competition) of capital, 
the equalization process is dominant. Monopoly profits are neither stable nor 
durable. They will in fact fall - not, however, as a result of the operation of classical 
competition, but as a result of the mechanisms associated with the internationaliza
tion of capital and imperialist rivalry. In the oppressed nations, sectoral and en
trepreneurial disparities, reflecting the differentiation of imperialist and non
imperialist capital, have enormous relevance vis-a-vis the extreme forms of uneven
ness within these countries. 

108 Imperialism, p. 69 (LCW, 22, pp. 238-39). 
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By virtue of monopoly over the means of production and 
finance, and the interpenetration of ~he bank, industrial, and com
mercial forms of capital, finance capital. extracts surplus value fro?1 
different sites of accumulation, from different moments of the c1r-

.t of capital and over different phases of the cycle. It converts cu1 , . . .b . d 
d

. ete and scattered economic units into its tr1 utar1es an 
iscr . 1 · It · 

canals. Finance capital plays a sp~cial _role in a~cu~u at1on. . is 
rimarily engaged in a process of fina~czal ce~tralzzatzon - .merging 

;urplus value from diverse sources into a highly ~entrahz~d and 
fluid capital that can be readily shifted ~nd flexibly ap~hed. A 
hierarchy of extractions is thus embedded i~ ~he accumulation pro-

ss in the form of financial charges, dividend payouts, tech
~:logical royalties, international transfer prices, ~nd o.ther f?rms of 
monopoly pricing and gouging. What is involv~d is.a dial~ct1c of the 
centralization of capital out of and its reallocation into highly .com
plex and overlapping circuits. And this is gener~lly accomplished 
on the basis of control over a narrow, yet strategic, segment of any 

. t• io9 given enterprise or opera ion. . 
Lenin furnished a cogent summary of the forces shaping the for-

mation of finance capital and its special character: 

' / 

At a definite stage in the development of exchange, at a definite st~ge 
in the growth of large-scale production, namely, at the stage ~hich 
was attained towards the turn of the century, exchange so inter
nationalized economic relations and capital, and large-s.cale produc
tion assumed such proportions that monopoly began to replace f~ee 
competition. Monopoly associations of entrepreneurs, trusts, in
stead of enterprises, ''freely'' competing with eac~ othe~ - at hom.e 
and in relations between the countries - became ty?i~al. Fi~ance capi
tal took over as the typical ''lord'' of the world; i~ is partz_cularly mo
bile and flexible, particularly interknit at home and znternat1onally, and 

109 A critical controlling mass of share capital, for instance, may actually an:iount 
to a small pe~centage of total stock outstanding. On the other han~, a_ parti~ul~r 
financial group will not necessarily dominate or control e~ery_enterpnse in which_ 1~ 
invests. In the u .S.-led bloc of imperialist powers (and hist~nc~lly) , the forma_l ~1\ 
culation of titles of ownership has been integral to the consohdahon of such a cr~hca 
mass of enterprise control. However, neither th.is no~ the actual exte~t of pnvate 
bank participation exhausts the question of f1na~cial con~rol, part1c_ularly the 
disposal and deployment of money capital and credit. In t~e f1na~ analysis, th~ pro
perty rights of finance capital are bound up with its strategic relationships an_d inte~ 
connections, which enable it to effectively command the means of production an 
dispose of society's surplus product. 
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particularly impersonal and divorced from production proper; it lends 
itself to concentration with particular ease .... 110 

The particular mobility and flexibility of finance capital, its inter
knittedness. and its separation from production are not mere ele
ments of manipulation and control for their own sake, but express 
something essential about the nature of imperialist accumulation. 

Financial operations and this process of financial centralization 
represent the necessary means to sustain satisfactory rates of accu
mulation of enormous aggregations of highly internationalized cap
itals. The ability to pump money capital into or out of particular 
sectors, to build up or tear down with grotesque efficiency, to sub
sidize entry into or losses in one national market with profits from 
another - all this is basic to counteracting declining profitability 
and the crisis tendencies of capital that are heightened with the for
ward motion of accumulation. More specifically, capitalism at this 
stage can only function through unprecedented leaps in concentra
tion and centralization. Indeed, given the degree of socialization of 
the productive forces within the framework of private appropria
tion, only finance capital can, outside a complete and revolutionary 
rupture, organize and command the economies of the imperialist 
countries and those of the oppressed nations (the latter in a qualita
tively different manner than at ''home''). By channeling capital into 
profitable domains and achieving higher levels of integration, finance 
capital pushes forward the process of accumulation, but this is 
something which, in its international dimensions, ultimately turns 
into its opposite and undermines itself. 

In opposition to this understanding, many contemporary 
"Marxist" (i.e., revisionist) analyses, especially those accounts is
suing from within the Western-bloc countries, interpret finance 
capital's parasitism as a cancer in the body of capitalism impeding 
its proper functioning. Rather than analyzing finance capital as the 
top and leading part of the structure of capital in the imperialist 
countries and as an institutional embodiment of imperialism's 
mode of existence, such interpretations equate finance capital with 
sinister conspiracy, with " milking" and bilking out of spite and 
greed or neglect and indifference. Their bottom line is that a hand-

110 "Preface to N. Bukharin's Pamphlet, Imperialism and the World Economy," LCW, 
~2, pp. 104-5 (first emphasis in original, remaining emphasis added). Finance capital 
is pa.rticularly mobile and flexible at the same time that capital in general is less 
mobile due to high technical barriers and the encumbrances of monopoly. 
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ful of financiers are ''ripping off'' the small farmers, corner grocers, 
and even the steel mills, and are wreaking havoc with what would 
otherwise, or potentially, be a healthy economy (or a vigorous and 
healthy sector of it). 111 In point of fact , finance capital is an objec
tive outgrowth of and response to the fetters and contradictions of 
capital. But over the long run it intensifies these contradictions and 
creates new fetters in the framework of a specific political division 
of the world. It is this dynamic and necessity, deriving from the 
basic unevenness and anarchic drive of capital, which results, for 
instance, in the gutting and ''cannibalization'' of certain productive 
sectors. 

Although, historically speaking, ''competitive" capitalism, es-
pecially since it became the ruling system, never existed in ''pure'' 
form, competition tended, during the premonopoly stage of capital
ism, to attenuate the quirks or privileges of particular capitals. That 
is, no one capital could fundamentally pull ahead and stay ahead on 
any basis other than cost reduction and revolutionization of the pro
ductive process, and these advantages were usually quite tran
sitory, given the relative ease of entry into and exit out of particular 
branches of production. Since in most industries firm size had not 
passed a critical threshold conferring market control upon the few, 
no single capital (or alliance of capitals) could in any fundamental 
sense determine the fate of others except by transforming the social 
conditions of production and objectively working towards new 
productive norms. When capital accretes into giant formations and 
monopolistic blocks, however, these units themselves and their 
strategies count for much more. Monopoly leads to and requires 
the exercise of domination and control; monopoly price and 
finance give freer play to mechanisms of advance and subordina
tion other than cost reduction and technical transformation. 112 

Power relations become much more central to this mode of opera
tion, exerting a profound influence on accumulation. 

Nevertheless, however mobile, flexible, and far removed from 
production proper, finance capital is still grounded in the real pro
duction of values and the exploitation of wage-labor. It does not 
float in the empyrean mists. Although finance capital operates prin-

"'Th .e strategic orientation accompanying this view is that of reform and capitalist 
~ec~nshtution based on alliance with an "enlightened" segment of the bourgeoisie -
mt e name of "socialism " of course. 

112 I 

ri h Such mechanisms include control of raw materials, lines of credit, and patent 
g ts, as well as product differentiation and promotional expenditure. 
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cipally i~ the dori:ain of mon~y capital, the alpha and omega of ac
cumulat~on rei_nains productive capital, and finance capital must 
co~cern itsel~ first and foremost with its profitability. Finance ca i
tal is not a thing .unto itself, but arises out of and rests upon the r~al 
structure of capital. At the same time, it reacts back upon and in
fluences .that st:ucture. But finance capital is itself an expression of 
anarchy inv.olving enormous, interrelated masses of capital, and it 
can.no~ ~ulhfy the expand-or-die character of capital. Moreover 
':hile it is the most prominent and leading element of the reproduc~ 
t1ve. proc~ss .as a whole, representing a profound characteristic of 
the im~e~1ahst era, finance capital is exactly the pinnacle of a com
plex edifice ~nd process. It is neither the totality of that edifice and 
process. (which subsumes nonmonopoly, precapitalist modes of 
pr?duction, etc.) nor by any means the only new phenomenon of 
this stage of. capitalist development, although, again, it inter
penetrates with and presides over the other transformations. 

VI 

The historical maturation of capitalism led to certain structural 
changes. - namely, the increasing concentration of the means of 
produ~tion and the coalescence of bank with industrial capital to 
for~ finance capital. This process also pushed capital beyond · t 
~ational fr.amewo~k in~ quali~at.ively greater way than before. P~r~ 
ticular national um ts of imperialist capital are founded in a national 
market, b~t they c~n.not be confined to it - they are international at 
t~e same ti:r1e. It is in the nature of capital to expand in search of 
higher profits: Yet the e.xtr~ordinary dimensions that capital export 
reached .only in the beginrung of the twentieth century, and the fact 
t~at capital export plays a role in the overall process of accumula
tion f~r o~t of proportion to its actual share of total output or direct 
contribution to total profits, cannot be explained simply in terms of 
the nat~ral processes of capital expansion. 

Capital .expo~ i~ inseparable from the politico-strategic angling 
of various imperialist powers for position in the world market and 
from the struggle for colonies and spheres of influence. On the 
oth~r .hand, there is an underlying compulsion specific to the im
p~r~alist sta~e of development (although it may appear to in
dividual c~pitals as the simple lure of higher expected rates of 
~;turn) whi?h propels capital export. Lenin's formulation that an 

enormous superabundance of capital' has arisen in the advanced 
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countries'' 113 remains a contentious one among Marxist scholars. 
None of the historical developments since Lenin wrote this have, 
however, rendered his insight any less crucial for understanding 
the dynamics of imperialist accumulation: 

As long as capitalism remains what it is, surplus capital will be uti
lized 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 export
ing capital abroad to the backward countries. In these backward 
countries profits are usually high, for capital is scarce, the price of 
land is relatively low, wages are low, raw materials are cheap. The 
possibility of exporting capital is created by the ~act that a num?er .of 
backward countries have already been drawn into world capitalist 
• 114 intercourse .... 

The first sentence from this passage is no mere tautology. Since 
the law of value commands production, the uses to which capital 
can be put are limited by the imperatives of profit - capital cannot 
be deployed rationally for all-around development or to meet soci
etal need. Lenin is not suggesting, however, that imperialism nec
essarily leads to or pivots on absolute impoverishment in the ad
vanced countries. In fact, he associates a social-chauvinist labor 
movement with the bribes parceled out to layers of the working 
class. To be sure, this bribery has grown considerably in the post
World War 2 period, extending to far broader strata since Lenin 
wrote; yet, then and today, these material privileges rest on the ex
port of capital and the prerogatives of empire, not on ''techno
logical revolutions" or on the militance of working classes, and 
these bribes are. related precisely to the political needs of empire. 

The superabundance of capital relative to the home market is 
both a tendency and an essential feature of capitalism in the im
perialist epoch. It is a tendency in the sense that there is no absolute 
surplus. Put differently, it is not the case that domestic outlets for 
investment completely dry up and that, therefore, capital literally 
overflows into the international arena suddenly and for the first 
time after a given stage of development has been reached. 
However, and this is the important point, capitalism does in fact 
reach a degree of internal maturation such that the export of capital 

113 Imperialism, p. 73 (LCW, 22, p. 241). 
iM Imperialism, p. 73 (LCW, 22, pp. 241-42). 
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acquires the pronounced importance to which Lenin referred, both 
quantitatively and qualitatively, while the profitability of domestic 
outlets for investment is conditioned by a specifically international 
mode of reproduction. The phenomenon of superabundance is 
often, and mistakenly, equated with an apparent sum of disposable 
money capital. But the concept embraces the structure and 
underlying value relations of capital in the advanced countries and 
the resultant complications of the reproductive process. More 
precisely, the motion of accumulation produces such a high con
centrati?n. of capita~, leads to such an intensification of its major 
contrad.1ct1ons, that it must rely on the more profitable and rapidly 
expanding areas of accumulation without which its contradictions 
would come to a head sooner - but as a result of which these con
tradictions are ultimately heightened. 

Whe.n capital of such magnitude is employed productively it 
ten~s, given t?~ structure of accumulation, to be of a very high or
ganic composition and thus exerts downward pressure on the rate 
of profit. Further, the extended reproduction of this capital would 
contradict an essential goal of monopoly, that is, limiting the free 
movement of capital and deliberately restricting production in 
order to smooth out fluctuations and garner extra profit. 115 How
ever, these aspects of the problem can neither be treated in isolation 
from each other nor, again, as absolute limits. Lenin did not under
take_ a? ai:al~~is of all the mechanisms leading to superabundance, 
but it is s1gn1f1cant that he described a situation in which '' the ac
cumulation of capital has reached gigantic proportions.'' 116 He did 
not con~i?er the structure of capital narrowly in terms of its organic 
compos1t1on, although this becomes a greater fetter, nor did he deal 
nar~owly with the limits to domestic realization. Rather, he concep
tuahze_d ~ st~ge of capitalist development marked by a high degree 
of ~oc1ahzat1on and concentration such that capital presses up 
against the shell of private ownership and outgrows its national 
framework. 

Here we must return to a methodological point of departure. 
Th~ emergence of imperialism cannot be deduced from the logic of 
capital per se. The laws of capital interacted with specific historical 

11

~ Such monopolistic practices are not the outcome of avarice or mere perquisites 
of size, but also reflect the requirements and urgings of highly concentrated capital. 

116 Imperialism, p. 73 jLCW, 22, p. 241). 
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onditions and international relations. Capitalism did not spread 
~omogeneously throughout the world; capital has become "ove:-
ipe" in the advanced countries, but the world was never - and is 
~ot now - uniformly capitalized. There were and are regions of the 
world to which capital can be profitably exported. Thus,. the out
ward flow of capital is as much a function of a pull from without as 
it is of a push from within the imperialist economies. I?ve~t.ment 
flows are objectively conditioned by the uneven prof1tab1hty of 
particular national circuits (especially the differe?ce in profitability 
between the imperialist and oppressed countries). Indeed, such 
unevenness is itself a reflection of superabundance in the advanced 
countries. Capital, then, is superabundant at home relative to prof
itable investment opportunities abroad. Further, such investments 
figure prominently in the combat among capitals. Each financial 
group makes its.decisions in oppo~ition to ot~ers; ~here the op~or
tunities for capital export (and higher profits) exist, each capital 
must strive, on pain of extinction, to tap such possibilities since 
some other financial group might or already has. 111 

This push and pull, arising fr?m unevei: an? unequ~l dev~l~p
ment, will, however, operate differently in different imperialist 
countries at different times. The actual magnitude of exportable 
(surplus) capital will vary in part according to particu.larities of 
domestic accumulation. In the decade and a half following World 
War 2, for instance, the West European imperialists steered invest
ment capital overwhelmingly into reconstruction of their war-torn 
economies and expansion of their domestic bases; only later were 
they driven to more directly and massively expor~ capital. At t~e 
same time, profitable investment of surplus capital abroad will 
vary according to the internatio~al _oppor~unities t?at may or may 
not be "open" to any one imper1ahst national capital (or group of 
such capitals). Many such opportunities were, for instance, closed 
off to defeated Germany at the end of World War 1. 

The internationalization of capital, like the question of finance 
capital in general, is not a matter of particular institutional arrange-

111 A remarkable study of the 2000 subsidiaries set up in 23 countr~es by 18~ ,major 
U.S. corporations in the period 1948-67 discovered ~?at. was describe~ as a b.an?
wagon" effect. Almost one-half of t~ese foreign ~u?~1~1anes were estabhsh~d w1th1n 
three-year peak clusters. That is, lnves~ment 1n~tiatives taken ?Y on~ ~1rm w:re 
quickly matched by its rivals. See Freden~~ ~·Knickerbocker, Ol1gopolist1c Reaction 
and Multinational Enterprise (Boston: D1v1s1on of Research, Graduate School of 
Business Administration, Harvard Univ. Press, 1973). 
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men ts but of a mode of reproduction, captured well in Lenin's 
image of the "chain of operations of world finance capital." Ila 

Whether this concretely manifests itself as interest-bearing port
folio investments, profit-yielding branch plants of multinational 
corporations, or loans to governments is a matter of secondary im
portance. The primary issue is the export of value to generate 
surplus value abroad. 119 

While there are different domestic and overseas rates of profit, 
they are completely interrelated from the standpoint of the overall 
accumulation process. The profitable application of capital outside 
the home market, even as it means that more must ultimately be ex
ported and reinvested, is inextricably bound up with the overall 
dynamic - and continuity - of imperialist accumulation; it is in-

11
" Imperialism, p. 103 (LCW, 22, p. 264). 

119 In the late nineteenth and early twentieth centuries, the main form of capital ex
port was portfolio investment (holdings of foreign securities, both government and 
private, etc.). Direct foreign investment was centered mainly in agriculture, the ex
tractive industries, commerce, and the requisite infrastructure. For a considerable 
period after World War 2, direct investments (especially in manufacturing) 
represented the more prevalent form of capital export. This has led some Marxist 
scholars to suggest that imperialism entered a new stage in the post-World War 2 
period, symbolized by the transnational corporation and the general practice of 
branch planting. This was certainly a striking feature of the 1950s and, especially, of 
the 1960s. But the multiplication of international lending channels and the explosion 
of international debt, as seen in the growth of the Euromarkets, the increased role of 
the World Bank and the International Monetary Fund, and the monumental debt 
crisis of Third World countries, are no less striking and significant developments of 
the 1970s and early 1980s. It would be just as wrong to posit a new stage of imperial
ism based on these phenomena. The changes in the proportion of one form of capital 
export (the lending of money capital) to another (direct investment), both over the 
course of the postwar period and in relation to previous periods, are not without their 
significance. But these are, after all, simply differing forms of capital export through 
which surplus value is generated and extracted. Christian Palloix is a prominent 
representative of the view that the circuits of capital only became fully inter
nationalized in the post-World War 2 period. He associates this development with 
the consolidation of the transnational firm ; methodologically, Palloix equates the 
internationalization of the circuit of productive capital with direct shifting of in
dustrial activities to a world level. See Christian Palloix, "The Self-Expansion of 
Capital on a World Scale," The Review of Radical Political Economics, Vol. 9, No. 2 
(Summer 1977), pp. 1-28. By equating the two, Palloix functionally denies the in
tegrating and controlling force of finance capital. Again, the key change that takes 
place in the imperialist era is investment of capital qua capital on a world scale. A 
similar critique of misconceptions of capital export is contained in Santosh K. 
Mehrotra and Patrick Clawson, "Soviet Economic Relations with India and Other 
Third World Countries," in The Soviet Union: Socialist or Social-Imperialist? Essays 
Toward the Debate on the Nature of Soviet Society (Chicago: RCP Publications, 1983), 
pp. 115-17. 
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separable from it. To try to con_cei~e of th~ domestic imperialist 
onomies as self-contained units into which some external ad-ec . f ,, . . 

ditives are introduced or to propose "wha~ i . . . scenarios - .i.e., 
what if everything invested abroad were invested. at ~ome - is to 
overlook the real and broad forces that compel capitalism to do cer
tain things and that create an ''international network of depe~
dence and connections of finance capital.'' 120 At thi~ stage of capi
talist development, accumulation is an internationalized process of 
reproduction with a home base as opposed to a self-c~~tained econ
omy looking outward for new investment oppor~unities or outlets 
to absorb idle capital. 121 This is not to say .that in .the abse~ce .of 
massive capital exports for a particular period of time ~ capitalist 
economy would immediately collapse or that revolution w~uld 
automatically take place. Rather, it is to say that monopoly .capital
ism's mode of existence and functioning require - and ultimately 
cannot do without - such overseas investments. (alt~ough .th~y 
may be highly disguised and involve complex interimperiahst 
financial relationships). 122 

• 

There is also an international political structure of capital, and 
overseas investments take on a strategic dimension as well. Capital 

120 Imperialism, p. 72 (LCW, 22, p. 240). 
121 It is sometimes objected by opponents of Lenin that the export of ~apital is self· 

defeating if these capital exports eventually generate great~r ~arn1ngs .that are 
repatriated into the home country: "If the imperialists are winding up with more 
surplus capital than what they started with, the~ what's the purpose, why export 
capital in the first place?'' But capital is not something tha~ has ~o be bur~ed up o: got· 
ten rid of in the abstract. It must be profitably utilized and 1n this era the 1nternation~l 
application and accu1nulation of capital is essential to such ~tilization, alth~u~h this 
is not a linear and static process, but one which produces its own contradictions. 

122 In his writings on the character of World War 1 and the tasks ?f r7~oluti?naries, 
Lenin pointed out that "defense of the fathe~land" :vas no ~~re JUS~1f~able 1n sn::all 
imperialist countries like Switzerla~d than 1~ v-.:as in the big 1!11pe~1a~~st countn~s, 
with which the Swiss bourgeoisie was 1nttmately associated. [T]he S':""iss 
bourgeoisie has long been tied to imperialist interests by thou~ands of t~read~. It is of 
no concern whether this is implemented by a system of 1nt~rrelat1onships and 
'mutual participation' of the big banks through expo~t of c.ai:>1tal,. or through the 
tourist trade which thrives on the patronage of foreign m1lhona1res, or through 

I • k 0 I I n' unscrupulous exploitation of disfranchised foreign wor ers, etc ... · ne s o_w 
bourgeoisie is being depicted as an inn~cent. l~mb and the case-hardened bank direc
tors of present-day Switzerland as heroic Wilham Tells, and, f urther~ore, the sec.rel 
agreements between Swiss and foreign banks and between Sw1~~ and foreign 
diplomats are overlooked" ("On the Defense of t~e Fathe~land ls~ue, LCW'. 2.3. PP· 
161-62). In the case of Denmark, Lenin speaks of ~ts .colon1~l hol~1ngs.and p~i~1le~ed 
international trading position based on a symbiotic relationship with Bnttsh im
perialism ("Ten 'Socialist' Ministers!" LCW, 23, pp. 134-36). 
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export is linked with the modalities and turns of interimperialist 
rivalry; capital also flows in reaction to and with an eye towards 
other imperialist capitals and powers. Moreover, the very pursuit 
of rivalry requires international reserves. In order for any power to 
throw the requisite political, economic, and military resources into 
the fray without draining its national economy, it needs super
profits as a source of strength. In other words, superprofits are both 
an object of interimperialist rivalry and a means for prosecuting it. 
Again, the fact that the world is completely divided and can only be 
redivided is of great historical moment. 

The consequences of these historical and structural phenomena 
are profound. Capital can no longer be decisively reorganized within a 
national framework. The continuous advance of accumulation 
depends on the expansion of capital globally, on its securing inter
national spheres of influence. This is actually internal to the way 
that monopoly capital functions. When the system enters into a 
crisis of overproduction, what is involved are the contradictions 
associated with the internationalization of capital. The export of 
capital is the essential mode of economic integration linking the 
various parts of the world economy. 

VII 

The imperialists must seek high profits abroad to stimulate and ac
tivate the entire mass of capital anchored in the imperialist coun
tries. The leading edge of this process is investment in the colonial 
and neocolonial countries. Now nowhere did Lenin argue or imply 
that capital - and perhaps the bulk of exported capital - will not 
also be invested in other imperialist countries; actually, he pro
duced data showing that it was. Such investment is undertaken not 
only because profits may frequently be obtained in other im
perialist countries which are higher than in the home country, but 
also because interimperialist rivalry may demand such invest
ment. Further, the relatively low level of development in the op
pressed nations might preclude certain investments. The issue 
here, however, is not the quantitative but the qualitative role of 
Third World investments in the overall process of accumulation, of 
what they enable the imperialists to do. 

The superprofits that can be extracted from the backward and 
colonial countries constitute a fundamental and indispensable con
dition of the overall operation of imperialist capital. In addition, the 
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backward regions furnish vital inputs into the reproductive pro
cess, notably raw materials. The cheapness of these raw materials 
(which serve as the raw materials of machinery, as auxiliary 
materials applied in machine operation, and as elements in the pro
cess of production) generally lowers the cost of constant capital and 
favorably affects the rate of profit, even if the rate of exploitation 
remains unaltered. Marx attached great importance to such phe
nomena in discussions of the role of world trade (although im
perialism is not just this, since capital export now assumes a central 
place) : 

Other conditions being equal, the rate of profit, therefore, falls and 
rises inversely to the price of raw material. This shows, among other 
things, how important the low price of raw material is for industrial 
countries, even if fluctuations in the price of raw materials are not 
accompanied by variations in the sales sphere of the product .... 
[E]conomists like Ricardo, who cling to general principles, do not 
recognize the influence of, say, world trade on the rate (_f profit. 123 

As the fixed capital of machinery and buildings attains ever more 
enormous dimensions in the imperialist era, this becomes an even 
greater factor . 

The higher rates of return yielded by investments in the Third 
World, the extra value derived from the manifold unequal trade 
relations between the advanced and dependent social formations, 
and the material inputs originating from the Third World are 
crucial elements of imperialist accumulation. At the same time, 
these backward regions are precisely the areas of the world where 
capital can undertake the most significant transformations of pro
duction. relations; indeed, the ability of imperialist capital to profit
ably extend itself there is a decisive condition of overall reorganiza
tion and expansion. Grasping the all-sided character and impor
tance of imperialist penetration into the Third World represents a 
crucial line of demarcation between a scientific understanding of 
imperialist expansion and other views of imperialism. 124 

A theory of imperialist accumulation must recognize that fi
nance capital plays the commanding role and generates the essen
tial momentum in both the imperialist and the dependent coun-

123 Capital, III, pp. 106-7. 
124 Various theories of imperialist domination of the Third World will be treated in 

a separate volume. 
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tries, and that overseas expansion and the international environ
ment in general are, taken together, the pedestal of this process. As 
already emphasized, finance capital is particularly disposed to con
centrate surplus value from disparate sources. But what is the signi
ficance of this? What do these superprofits (and extra value issuing 
from unequal exchange) and the overall centralization of surplus 
value facilitate? How does all this qualitatively interact with the 
domestic base of imperialist capital and the ability of this capital to 
reproduce itself? The heart of the matter is that by concentrating 
surplus value, finance capital can, over the course of a particular trajec
tory of development more effectively employ this surplus value and sus
tain a rate of accumulation that would not be possible were the same 
surplus value scattered among a multiplicity of capitals (in the fashion of 
the laissez-( a ire period}. 

In vastly interdependent, advanced capitalist economies, highly 
integrated units of finance capital play the strategic reproductive 
role. When these top and decisive components of the total capital 
are stimulated, the core sectors of these economies - which have 
crucial linkages and extensive satellite relations with the rest of 
these economies - are also, in turn, stimulated, keeping the mass 
of national capital functioning. 125 At the same time, the capacity of 
finance capital to centralize surplus value interconnects with and 
further unleashes other essential mechanisms for reorganizing 
capital, notably the state and the credit system, which function in
tegrally in mitigating but ultimately exacerbating the contradic
tions of accumulation. Viewed globally, the stimulus offered by im
perialist accumulation plays the principal role in shaping the 
character and development of the economies in the oppressed na
tions, while the export of capital to,and the oppression of,these na
tions is inseparable from imperialist accumulation. This is not, 
however, a static arrangement. Such mechanisms and processes 
hinge on a particular division of the world and a structure of world 
capital. Given the prominence and character of finance capital, the 

125 Consider the important role of raw materials investments in the Third World. 
Such investments cheapen the cost of raw materials to the domestic components of 
these highly integrated financial groups. At the same time, given their scale of pro
duction, these productive units tend to make more efficient use of such inputs than 
could smaller enterprises. In short, they benefit disproportionately. On the other 
hand, whether or not these benefits are passed on to other capitals in the form of 
lower prices, the enhanced profitability of the core sectors will have ripple effects on 
the rest of the economy: subcontracting to others for supplies, the stimulation of 
retail trade (e.g., auto dealerships), and the multiplier effects of the consumption ex
penditures of their huge work forces. 
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laws of accumulation leading to crisis manifest themselves dif
ferently in the imperialist countries and the oppressed nations, 
respectively. 

Finance capital reorganizes itself on the basis of an international 
mode of operation. The imperialists invest within and to advance 
integrated empires; they do not operate strictly according to the 
rate of profit in any given market, but according to a global logic of 
profit maximization bound up w.ith interimp~rialist riva~ry. ~ar
ticular investments and even particular countries are but hnks in a 
single chain of imperialism's world operations, and such a global 
complex calls forth a high degree of integration, planning, and coor
dination in the spheres of investment, trade, and finance to 
facilitate the international transfer and rllocation of capital. ~ever
theless, there is a specific dialectic to thiS mode of accumulation: on 
the one hand, it is critically and inextricably bound up, in terms of 
its overall profitability, with the extensive and intensive exploita
tion of the masses in the oppressed countries; on the other hand, it 
is anchored to a strategic national base in the imperialist. home 
country. The needs of imperialist accumulation are objectively 
rooted in the advanced countries, in the expansion and re
quirements of particular imperialist capitals. The bottom line of im
perialist calculations and undertakings, of the perspective of 
finance capital, is how well all these international interconnections 
bolster the imperialist centers and bases of accumulation. 

Imperialist chauvinism has definite material underpinnings. 
There exists a basic division in the imperialist-dominated world be
tween the imperialist countries, where finance capital is rooted and 
controlled by the metropolitan bourgeoisies, and the oppressed na
tions, w.hich are controlled by foreign finance capital. At the same 
time, capital which roams the world in search of higher profits re
mains profoundly national - this represents an essential feature and 
contradiction of the imperialist epoch. The imperialist character of 
any developed capitalist country is determined, on the one hand, 
by the internal structure and level of development of the national 
capital (monopolization and formation of finance capital, etc.) and 
its relative autonomy and control over the national circuit and, on 
the other, by the place it occupies in the division of the world into 
oppressor and oppressed nations and in the international division 
of labor. A country which does not export large sums of capital may 
conduct trade with and extend loans to others that do. A country 
which does not station troops in the oppressed nations may pene
trate them under a broader military umbrella. Again, what must be 
examined are the specific terms of integration into the imperialist 
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financial, political, and military networks and the benefits derived 
directly or indirectly, from international plunder. ' 

There is a difference between capital and imperialist capital. 
The backward ~ountries of the world are not simply so many years 
or decades behin~ t~e advanced countries in their development; 
the proces~ of capitalist development of 150 years ago is not being 
r~enacted ~n these ~ountries. This is a new era. The oppressed na
t~ons are ~ighly vari.egated: the degree to which precapitalist rela
tions continue to exist (especially in the countryside) differs from 
country to country, and the urban and industrial sectors are more 
significant in some than in others. But the key production relation 
and definin~ ~eature of these economies - even more important 
and determining than the proportion of peasants to workers or 
rural to urban population - is the extent and nature of their subor
dination and integration into the world dynamic on the basis of a 
structu.red r~la!ion of dependency. In fact, the relationship be
tween imper1ahsm and the oppressed nations is itself a production 
relation . 

. How is this to be understood? To begin with, the imperialists 
direc~ly ?wn many pivotal enterprises in the oppressed countriesi 
they indirectly control others, especially in the crucial state sector, 
by means of credit and financial allocations and their political hold 
over the dependent states. Based on its extractions and 
mechanisms of control, finance capital also influences the 
magnitude of distributable social product and shapes its specific 
distribution - among the po.pular ~lasses and among the ruling 
stra.ta, all. of whom are entwined with the circuits of imperialist 
capital. Finally, the generation of superprofits within these coun
tri~s calls forth (indee<;l, depends on) more intense forms of exploi
tation and more open coercion in the productive process itself than 
are required in the advanced countries. Such an all-encompassing 
prod.uction relation is inseparable from and asserted through class 
relations._ There. exists a symbiotic relationship between the 
metropolitan capitals and the oligarchy of compradors (private and 
state). a?d t~e landholding strata of the oppressed nations. Nations 
are divided into classes and the colonial and neocolonial countries 
are concrete social formations with specific social relations and in
stitutional structures reflected in the existence of dominant and 
dominated classes. 126 However, these social formations fit into a 

12~ A social form~tion may be defined as a concrete unity of an economic base 
(wh1~h n:iay ~ompnse several modes of production with one, however, dominant) 
and its h1stoncally evolved superstructure. 
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larger structure of international capitalist production. The relation
ship between the oppressed nations and imperialism locks the na
tional markets of these dependent countries into a specific place in 
the international division of labor, and superexploitation serves the 
expansion of imperialist capital. 

This is not to say that imperialism simply holds down the op
pressed countries, or that it just extracts wealth through unequal 
trade or naked plunder, although these certainly occur. Imperialist 
capital can, and in the long run must, develop the economies of 
these countries. 127 But it must develop them on an imperialist basis 
- in particular, on a basis favorable to the foreign capital - and in 
contradiction both to the welfare of the broad masses of these coun
tries and to the development of a relatively articulated social forma
tion. Even where capitalist relations have been extensively in
troduced into these countries, they are no( on the road to indepen
dent capitalist development. A major cofisequence of this is the 
phenomenon of "lopsidedness" analyzed by Bob Avakian: 

What do I mean by this lopsidedness? Lenin, of course, insisted 
on the basic distinction between the handful of advanced imperialist 
exploiters and imperialist states and the great majority of the world's 
people in colonial and dependent situations. But the problem has de
veloped in a more acute way in the sense that in a handful of ad
vanced countries is concentrated - perhaps even in an absolute 
quantitative sense, but certainly qualitatively - the advanced pro
ductive forces in the world .... [I]n most of the world the productive 
forces are backward; such development of the productive forces as 
there is is under the domination of finance capital and imperialism 
internationally, which distorts and disarticulates these 
economies. 128 

Lopsidedness is certainly an apt and graphic description if we 
take a snapshot of the global distribution of resources and expendi
tures as the 1980s opened: while the "developing countries" con
tained 75 percent of the world's population, they accounted for 
only 21 percent of total Gross National Product, 25 percent of total 
export earnings, 23 percent of total energy consumption, but 81 

127 This applies to the Third World as a whole. Certain countries within it, 
however, have lain relatively fallow for particular periods since the existing order 
could not favorably utilize jexploit) their peoples and resources. 

• 
12

" Avakian, Conquer the World? The International Proletariat Must and Will, pub
ltshed as Revolution, No. 50 (December 1981), p. 36. 
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percent of total weapons imports. 129 The price tag of just one 
nuclear aircraft carrier is more than the GNP of 53 countries; mean
while, 40 million people in the Third World (half of whom are 
children) die each year from hunger and malnutrition. 130 The divi
sion of the world between oppressor nations and oppressed nations 
is thus materially embedded in an international division of labor 
a?d conce?tration of ~reductive forces and wealth. And this lop
sidedness is reflected in the structure of the economies of the op
pressed nations themselves. 

The concept of articulation refers to the internal coherence of a 
national economy, that is, to the linkages among different sectors 
producing specific use values and between investment and con
~umption , which mesh in such a way as to make for an organically 
inte~rated economic formation. This involves mutually reinforcing 
relations among these sectors. On the one hand, there are produc
tion/consumption functions: a derived demand for capital goods 
and the c~pacity to produce them, the final demand for wage and 
consumption goods and the capacity to produce them, and the 
overall expansion of a home market through the multiplication of 
forward and backward linkages. 131 On the other hand, articulation 
engenders the self-cheapening (through increases in productivity) 
of the elements of constant and variable capital, which sustains the 
profitable and more balanced reproduction of the aggregate capital. 
In the era of imperialism, with the world far more interrelated and 
the ~ivision betw~en oppressed and oppressor nations assuming a 
particular systemic character, this process of national economic in
teg~ation becomes distorted in both the imperialist and oppressed 
nations. As a result of imperialist penetration and domination, 
howeve:, t~e degree and character of distortion in the dependent 
economies is such that they may be considered disarticulated in 
comparison with the imperialist economies. 

By briefly examining the historical role of the railways in the 
two types of countries, we can begin to glean some fundamental 
differences. In the United States, the rail system, in conjunction 

129 New York Times, 25 October 1981, Sec. 4, Midwestern ed . 
130 "FAO o· G . irector- eneral Presents Report on World Food Security; Calls For New 

Action on the Issue," United Nations Press Release, FA0 /3248 jl3 April 1983). 
131

. F~r a discus~.ion. of these pr? duction/consumption functions and a survey of 
key 1ns1ghts.of th.e Th1:d World.1st school, see Alain de Janvry, The Agrarian Question 
and Reformism in Latin Anierrca !Baltimore: Johns Hopkins Univ. Press, 1981) 
Chapter 1. ' 
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with organized terror directed against Native American peoples in 
particular, played a pivotal part in opening up and unifying the con
tinental market. Where the imperialists constructed rail networks 
in the Third World, however, the emphasis was placed on serving 
external trade outlets and existing population centers. In Africa, for 
instance, most rail lines were grouped in localized networks along 
the coast or diverged inland from the chief ports to mining regions 
and assembly points and centers of agricultural production. (Only 
South Africa has a railway system of nationwide proportions.) A 
survey of the most general features of the oppressed countries 
makes it clear why the distinction between articulated and disar
ticulated formations is a necessary one. 

The most strategic firms and sectors of the dependent econo
mies are dominated, directly or indirectly, by ip:1perialist capital. 
Where their production is export-oriented, such_:enterprises (or in
dustrial enclaves) do not gird nationally-centered development. In 
the case of enterprises catering to the local market for consumer 
durables, much of this production is determined by the need of the 
ruling classes to create and prop up a social base of more privileged 
strata. Much of this commodity output (industrial luxuries) does 
not, therefore, enter into the necessary reproduction costs of labor 
power. Both types of production call forth supporting infrastruc
ture and intermediary links (roads and steel mills, for instance) 
which are often quite massive in scope. It is these sectors, along 
with a substantial military/police apparatus, that typically lay vast 
claim to expenditure outlays and to the most modern and high qual
ity investments. Consequently, much of the industrial and tech
nical effort of these countries is not augmenting the profitability of 
local, national capital through the cheapening of wage goods, as 
well as through the more efficient production of the requisite raw 
materials and capital goods. 

The capital goods requirements of the advanced sectors must be 
met in large measure through imports, thus exacerbating external 
dependency and balance of payments difficulties (even if some of 
this final output may be aimed at substituting for imports) . Highly 
capital-intensive investments do not generate employment oppor
tunities for the mass of laborers. And much of the imported tech
nology has limited productive application outside these spheres. 
The development of an autonomous and integrated technical and 
industrial base is thus impaired. 

Lagging behind the modern sector, and yet developing in func
tional relation to it, are more traditional and backward segments, 
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particularly within agriculture. These, too, evince certain charac
teristics linked with the subordination of the colonial and neo
colonial countries. The traditional sectors have been utilized as a 
reserve of cheap labor (peasant migration to the cities) and as a 
so~rce of cheap wage goods (foodstuffs produced under precapi
tahst or generally labor-intensive conditions, as well as under con
ditions of the "informal" economies of shantytowns, etc.). The in
herent limitations of these backward modes have necessitated 
massive food imports as well as selective modernization to yield 
agricultural exportables or certain wage goods - and the direction 
and financing of these investments create new contradictions. 

Finance capital permeates and dominates all of this. It siphons 
value from a highly differentiated circuit of local capital in the form 
of ~epatriated. profits, loans and interest payments, and through 
various conduits of unequal trade and exchange associated with its 
politica.l and e~onomic dominance. Development depends heavily 
on foreign capital and world trade. Of necessity, linkages exist be
tween the modern and backward sectors, crucial to which is the 
role .played by cheap l.abor in the generation of imperialist super
pr?f1ts in all economic sectors. However, the linkages are not 
guided by the "auto-centered" needs and motion of these econ
omies but by their external orientation and subordination. Dis
jointedness characterizes them, both during fits of rapid growth 
and periods of deep decline. 

These peculiar intersectoral relations, sharp social polarization 
and skewed income distribution, and pervasive value extractions 
impinge upon and distort the processes which might otherwise lead 
to a~ articulated national capital and market. The individual pro
ductive elements of the oppressed economies operate at very dif
ferent levels of efficiency (the most modern of these sectors attain
ing productivity levels that compare favorably with those of the im
perialist countries) and profitability; they lack a certain overall syn
chrony.132 As particular branches and segments of these countries 
or ~v~n wh?le national economies are squeezed further by im
perialist capital, they grow ever less capable of meeting the needs 

132 Thi.s in fact is the basis for the mistaken perception that these are "dual" 
economies composed of wholly separate or completely dysfunctional (relative to 
e~ch other) modern and backward structures of production. The Third World coun
t~1es are not mere shards .of national economies; they are unified, but in a highly 
distorted manner. The vanous segments of these economies mesh in a different kind 
of way than happens in the advanced countries. 
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of expanded reproduction (through modernization, for example, 
which would cheapen the cost of particular inputs). This distorts 
these economies even more and is an integral element of im
perialist crisis. 

Relative to the Third World countries, the imperialist countries 
are internally articulated. The qualifying "relative" is important. 
Irrational allocation of capital and discordant linkages exist in the 
advanced countries, too. The contradictions and ruptures to which 
this gives rise are key features which emerge from anarchy and 
characterize accumulation and crisis in both the competitive and 
monopoly epochs of capitalism. Disarticulation, in fact, is an ex
pression of anarchy. In the oppressed nations, however, it is quali
tatively different, not merely quantitatively greater, and it stems 
from the place of these economies as subordinate formations in the 
production relations of imperialism. Further, while both groups of 
countries are part of the international division of labor, arising out 
of the specific division of the world - with\ a country like the 
United States critically dependent on inputs from abroad - here, 
too, the relationship of the two groups to this division is qual
itatively different. It is, in short, an imperialist division of labor. 

The centers of accumulation are situated in the imperialist 
countries; from here originates the essential "heartbeat" of accu
mulation. How capital is allocated within the imperialist countries, 
though inseparable from international relations, is mainly deter
mined internally, notably by the material reality and needs of an 
imperialist base of accumulation. In contrast, the economic struc
ture of the oppressed nations is shaped mainly by forces external to 
them: what is produced, exported and imported, financed, etc., 
reflects first and foremost their subordination, and not principally 
the internal requirements and interrelations of different sectors. 
They answer to another's "heartbeat. " The momentum of these 
economies is predicated on capital infusions from and demand in 
the imperialist countries (what is called the center in relation to the 
oppressed periphery), the scope and magnitude of which depends 
on the overall profitability of imperialist capital. Moreover, and 
t~is will be analyzed in depth in a separate chapter, because of 
?1sarticulation they require and can only operate through steadily 
i:icreasing financial injections; viewed in relation to external 
finance, they become what may be described as "junkie econ
omies." Thus the staggering dependency of so-called "miracles of 
growth" in the Third World on imperialist loan capital. But the im
perialists can only inject capital into these countries at levels re-
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quired to sustain and stabilize reproduction so long as they can 
make continual extractions from them as well. 

The lopsidedness associated with the rise and development of 
imperialism is also manifested in particular distortions and disloca
tions in social structure. In the advanced countries there is wide
spread stratification within the working class and considerable 
ossification among some of its privileged layers. The petty bour
geoisie also persists as a large and increasingly differentiated 
stratum. Especially since World War 2, this process of bourgeoisifi
cation, predicated on imperialist superprofits, has cut a much 
wider swath in the metropolitan working classes and has taken 
hold for more extended periods of time. In the colonial and depen
dent countries, a young, and in some cases rapidly burgeoning, 
working class exists alongside a peasantry, which generally re
mains an important element of the social structure, and marginal
ized layers. (These layers occupy a position somewhere between 
landless peasants and proletarians, and are forged when traditional 
modes of production are uprooted under conditions of dis
articulation.} 133 

In this context, a comment on the modification of the law of 
population referred to earlier is in order. Mechanization, Marx 
showed, rendered a portion of the population superfluous. This in
dustrial reserve army exerted downward pressure on wages and 
supplied wage-labor during periods of expansion. Mechanization 
does indeed lead to the formation of a reserve army, but today this 
must be understood internationally and with respect to lopsided
ness. In the advanced countries, some sections of the unemployed 
become a permanent reserve which cannot be absorbed into the 
work force, even during booms, while, on the other hand, there is 
not necessarily the same crushing of large sections of the employed 
working class during cyclical downturns. In the oppressed nations 
there is, at all times, a huge under- or permanently un-employed ur
ban "fringe" population and enormous wasted (unutilizable} labor 
in the countryside. 

133 Many of these marginalized workers are driven onto the bottom rungs of the 
metropolitan working classes as immigrant or so·called " illegal" workers. The 
United States is the world's largest de facto employer of foreign labor. In 1975, the 
share of foreign workers within the total labor force of Austria, France, West Ger· 
many, the Netherlands, Switzerland, and Sweden was slightly more than 10 percent. 
See Philip L. Martin and Alan Richards, "International migration of labor: boon or 
bane," and Ayse Kudat and Mine Sabuncuoglu, "The changing composition of 
Europe's guestworker population," Monthly Labor Review, Vol. 103, No. 10 (October 
1980), pp. 5, 10. 
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With respect to this basic division in the world, three essential 
observations can be made. First, while accumulation proceeds on a 

orld scale, as part of a single unfolding of the fundamental contra
;. ction and within one highly integrated framework, this unity is 
:ructurally differentiated. Second, though surplus value is accu
~ulated in the oppressed countries (with capital exp?rt actual~y 
promoti?g fairly r~p.id development in some of the~, given cert.ain 
international conditions}, and though these countries are not with
out their internal contradictions and motion, their structural evolu
tion is warped by and serves the needs of the dominant metropol
itan centers. Breakneck and tumultuous urbanization in ma~y neo
colonial countries, the coexistence of advanced productive en
claves with backwater modes, and the differ.entiation of the Third 
World itself are necessary complements to and outcomes of im
perialist accumulation. Finally, t~e reciproc~l relations .betw~en 
the colonial and dependent countries on one side and the imperial
ist metropoles on the other constitute an active dialectic: this pro
cess of imperialist expansion and concentratJs>n produces barriers 
in both the oppressor and the oppressed nations that ultimately im-
pede and undermine accumulation on a world sc?le. . . 

Certain misconceptions cloud this understanding. Imperiahsm 
is not quintessentially defined by the theft of riches from the Third 
World; it is not merely the seizure of wealth per se. It is, rather, an 
internationalized mode of production subsuming oth·ers, a mode of 
production governed by real and dynamic value relations, whose 
expansion demands specific allocations of capital and concrete 
transformations of production relations which turn into their oppo
site, widening disparities and imbalances. This active dialectic is 
complex, but it operates so that at a certain point the center ends up 
lacking the stimulus from and the ability to continue pushing for
ward disarticulated development in the periphery. These distor
tions, then, do not arise out of malevolence or short-sightedness on 
the part of the imperialists, but flow from their objective need to 
overcome, or try to overcome at any given moment in time, bar
riers to profitable expansion. And, within a certain i~ternatio.nal 
framework, these relations and mechanisms are functional to im-
perialist capital. . . . 

The export of capital is the necessary catalyst of imperiahst ac-
cumulation. But in conjunction with the financial network, it also 
intertwines the economies of different countries, transmitting and 
amplifying the tendencies of capital to crisis, which are aggravated 
by disarticulation in the oppressed nations and the parasitic struc-
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ture and 11 costs of empire'' of the economies of the advanced coun
tries. The interknittedness and flexibility of finance capital enables 
it to spread risks and withstand pressures, but only by raising 
overall tension and explosive potential. The uneven development 
of countries and regions, arising from the laws of accumulation, 
creates flash points and weak links, not unlike the difficulties 
associated with. different units of capital within a nation dropping 
out of the circuit and thereby endangering others. In the imperialist 
era and in the world arena, however, these units are far more 
massive and interconnected. It is, moreover, now a question of 
more precariously perched national circuits jolting highly in
tegrated imperialist empires and blocs. 

What this suggests, then, is that while the tendential laws of 
capital force their way through the process of accumulation, in
cluding, for instance, the tendential decline in profitability of inter
nationalized capitals, it is the anarchy of a single global reproduc
tive process which drives imperialism into crisis, exactly because 
accumulation depends in a qualitatively new and greater way on 
the functioning of interdependent and international links which 
are drawn more tightly by finance capital. However, and this point 
will be systematically addressed shortly, this occurs in the frame
work of the ever-changing balance of economic, political, and 
military forces in the world. The interaction between individual 
imperialists and their colonies and neocolonies or, more generally, 
between imperialism and the oppressed nations, is not self
contained, but is interpenetrated and linked with the other major 
aspects and contradictions of this epoch in their specific motion and 
development. 

In t~is international system of domination and exploitation, the 
separation of th.e forces controlling production from the actual pro
cess of production takes extreme form. Lenin wrote: 

Further, imperialism is an immense accumulation of money 
capital in a few countries .... The export of capital, one of the most 
essential economic bases of imperialism, still more completely 
isolates the rentiers from production and sets the seal of parasitism 
on the whole country that lives by exploiting the labor of several 
overseas countries and colonies .... 134 

134 Imperialism, pp. 120-21 (LCW, 22, p. 277). 
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The export of capital, especially to the Third World, enables some 
countries to live off others. One might, in this connection, ponder 
the following statistics. By the 1960s, U.S. enterprises abroad con
stituted in the aggregate, on the basis of the gross value of their out
put, the third largest' 'economy'' in the world - behind the United 
States and the Soviet Union. 135 Or, more than 10 percent of both 
Chase Manhattan's and Citibank's total income in 1979 came from 
Brazil alone. 136 Parasitism fundamentally rests on a process of accu
mulation that takes place in a world divided into oppressor nations 
and oppressed nations. All the imperialist countries thrive on 
superexploitation in the colonial and dependent regions of the 
world, whether it be through direct or more convoluted means. If 
particular imperialist countries have been hemmed in or cut out 
from a sufficient share of this booty, they must find the ways to get it. 

That the advanced countries export capital to other parts of the 
world and in particular draw tribute from the oppressed nations 
has peculiar domestic effee!s: notably the relative displacement of 
both agricultural and manufiipturing production (with much of this 
shifted to overseas enterprise), the growth of unproductive layers 
of the labor force, and the increasing weight of speculative activity. 
More generally, finance capital's mode of operation is reflected in 
the enormous commitment of resources to financial , circulatory, 
political, and military superstructures which serve the main
tenance and extension of its international activities. Not only do 
tributaries and canals feed into the structure and process of im
perialist capital, but massive sums are deducted and drained from 
it which make for further particularities and distortions of accu
mulation and crisis. 

Let us pause for a moment to review some of the main points we 
have made thus far about the international framework of ac
cumulation and the objective existence of a single world process. 
The growth of the productive forces on a world scale, specifically 
the development of means of transport, means of communication 
and other infrastructure, and the relative saturation of capital in the 
advanced countries have facilitated and, what is more fundamen
tal, have compelled the international flow of capital. A new global 

135 Leo Model, "The Politics of Private Foreign Investment," Foreign Affairs, 
Vol. 45, No. 4 Uuly 1967), pp. 640-41. 

136 " Brazil Reins In Its Economy," New York Times , 8 December 1980, Sec. 2, 
Midwestern ed. This figure is for total income before securities transactions. 
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matrix of reproduction has emerged, accelerating the process of ac
cumulation in countries of different types and at varying levels of 
development, while exacerbating uneven development within and 
between ~hem. The internationalization of capital and the struggle 
among different national imperialist capitals has drawn the col
onial and dependent countries into the swirl of international rela
tions and integrated them into the·world capitalist order in a way 
that trade and premonopoly colonialism did not. The pace and 
scope of economic development and of the transformation of social 
relations now reflects and is conditioned by their structured 
relationship to imperialism and by the important fact that it is in 
these colonial and dependent regions that superprofits can be 
massively generated. 

VIII 

Capital implies many capitals; this is a basic truth of Marxist 
political ec~r:omy. But what of monopoly, does it alter things such 
that the driving force of anarchy can no longer be considered cen
tral? And what of the imperialist state, in what relation does it stand 
to the many c~pitals and th~ir antagonisms? It is necessary to return 
to the analysis begun earlier concerning competition and rivalry 
under imperialism. 
. ~a.rge vertically and horizontally integrated units of capital 

significantly affect market structures. Collusion between them 
does indeed exist; its material basis lies in the dominance of a few 
gi?nt mo~?P~lies and ~heir mutual self-interest in preserving acer
tain equihb~~um,. which may take form in "orderly marketing 
agreements, for instance. At the same time - and this is related to 
the nature and necessity of finance capital - the mammoth scale of 
key inv:st~ent ve?tures and infrastructure development (the 
Alaska pip~hn~, for inst~ce) elicits the pooling of risks and agreed 
upon distribution of spoils. The intertwining of different financial 
groups is manifested in the practice of joint ventures, syndicated 
loans, etc. 

Such systems of alliances and cartel-like agreements extend into 
the global arena. Here, too, market shares are apportioned and a 
~;a?1.ework of control established. "The capitalists," Lenin wrote, 

divide the world, not out of any particular malice, but because the 
degree of concentration which has been reached forces them to 
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b . f' II 137 A d 1 1 adopt this method in order to o ta1n pro its. t a eeper eve , 
however, these agreements must be understood as only truces -
sometimes extended ones, but truces nevertheless - in the basic 
antagonism among capitals. Lenin, who treated monopoly in a 
rigorously Marxist framework~ unders~ored that. it grows out of 
and intensifies the inner dynamic of capital, but with features par-

ticular to the epoch. 
Within various national markets, different financial groups con-

front each other, angling for advantage and position. The struggle is 
played out both in terms of overall strategy an~ in partic~lar con
stellations of activity. A Chrysler Corporation, for instance, 
becomes a battleground for different strategic orientations of con
tending financial groups. And even the organization of a unified 
and integrated monopoly in "or?inary" times refl~c~s the cen
trifugal tendencies of capital. For instance, ITT or a similarly large 
conglomerate will draw up a bu~g~t ~nd plan .to. :nsure that the 
company, with all its many subsidiaries and divisions, earns the 
maximum profit possible. T~/espective management groups to 
whom money is budgeted are then expected to obtain the max
imum return (although sometimes they will be forced to operate 
suboptimally or at a loss in the "general interests" of the con
glomerate) and will even enter into competition with other divi-

sions. 138 

Under imperialism, the compulsion to transform capital values 
is modified; in fact, technical innovation may be deliberately retard
ed or its diffusion blocked in particular branches for a time. Thus 
Lenin spoke of a tendency towards stagnation and decay ~oexisting 
with the growth and further development of the productive forces: 

Certainly, the possibility of redu~ing ~ost of production and in~reas
ing profits by introducing technical improve~ents operates in ~he 
direction of change. But the tendency to stagnation and decay, which 
is characteristic of monopoly, continues to operate, and in certain 
branches of industry, in certain countries, for certain periods of 
. . . th h d 139 

time, it gains e upper an . 

In other words, under imperialism the capitalists, as mentioned 
earlier, have recourse to means other than technical innovation and 

137 Imperialism, p. 88 (LCW, 22, P· 253). 
13" A similar process takes place in the Soviet production associations. 

139 Imperialism, p. 119 (LCW, 22, P· 276). 
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cost reduction to maintain and extend advantage. The waste and 
extravagance of styling changes and advertising in the U.S. auto in
dustry, against a backdrop of sluggish process innovation, have 
been lavishly documented by muckrakers. The competitive edge 
and international privileges of U.S. capital rendered cost-efficient 
energy investments temporarily unnecessary in the domestic U.S. 
economy. From control of distribution networks and credit to the 
purchase of patents, finance capital possesses a vast array of 
weaponry with which to garner and distribute spoils, and this finds 
expression in the phenomenon of price-fixing or, as is more cus
tomary in the U.S., in the practice of price "leadership." The point 
is that under conditions of relative stability, the compulsion to in
vest in new production technique diminishes. 

Nevertheless, as Lenin emphasized, this is only a tendency. 
Cost considerations are by no means irrelevant within cartels; 
there is a certain minimal efficiency which, along with other fac
tors, girds the monopolistic position of their component firms. 
Alliances give rise to rifts and realignments, and this often involves 
competitive investments. Monopoly can only restrict competition, 
it cannot overcome it, and this restriction is only partial and more 
than offset overall by heightened rivalry. Monopolistic advantages 
erode and finance capital cannot, as spoken to earlier, allow its pro
ductive foundation to so deteriorate as to undermine its overall 
position. The motion, then, is for cartels to form and, as crisis devel
ops, to break down. That is, centrifugal forces arising out of the 
anarchy of social production tear away at the stability of cartels: the 
battle for the cheapening of commodities asserts itself, although, as 
we shall see, these processes are conditioned by overall inter
national relations. 

The pace and scope of technical change (excluding the more 
continuously ''innovative'' military and allied sectors) is deter
mined by the balance of strength among the monopolies and, most 
important, the relative strengths of different national capitals. For 
example, during long stretches of the postwar period, the so-called 
high growth or "high-tech" industries, like computer manufacture, 
have been more technologically vigorous and price competitive 
than basic industry. The outcome of World War 2 for a country like 
Japan (both in terms of the more widespread destruction to its pro
ductive base and its less privileged international position) forced its 
steel industry into a more technically innovative stance than its 
U.S. counterpart. Under favorable - or compelling - conditions, 
finance capital can, by mobilizing the resources at its disposal, ac-
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celerate technical progress. New investment possibilities may re
quire technological breakthroughs, while "outsiders" may over
come barriers to entry on the basis of massive technological 
assaults. Given the already advanced level of development of the 
productive forces, innovation will, therefore, have potentially £ar
ranging impact, even if its introduction is artificially delayed. 

It is obvious that technical change has been enormous in the im
perialist era; it has been slow only in relation to its possibilities (for 
instance, the large-scale development of solar power is feasible in 
the world today), but surely not in relation to the pace of the 
premonopoly era. Monopoly can restrict technical progress, but 
the expand-or-die urging of capital makes it impossible for the 
bourgeoisie to carry this too far and certainly to embrace an 
ideology that liquidates science as such. The further development 
of the productive forces calls forth more socialized forms of scien
tific research and development (state-subsidized research, etc.). 
Capital presses science and technology into its service as weapons 
in the competitive struggle~, quite literally, as weapons to insure 
its domination. The systematic application of science is part of the 
increasing socialization of the productive forces, which comes into 
increasing conflict with capitalist production relations; it is a mov
ing, intensifying contradiction. 140 The distinguishing feature of 
capital (and technical) transformation in this era is its uneven and 
spasmodic character - over time and among different capitals, 
within different spheres of the national economy, as well as among 
different national economies. 

Monopolistic agreements and arrangements are inherently 
unstable. The barriers impeding the mobility of capital are neither 
permanent nor absolute: new entrants appear, certain zones of ex
pansion may be more ''up for grabs'' than others, merger and diver
sification activity may leave things unchanged in one sector but 
strengthen the hand of one financial group overall. Different units 
of national capital enter into competition with foreign capitals: auto 
firms, steel companies, banks, etc. Not only, then, is the kind of col
lusion described earlier temporary, but, in the final analysis, it 
serves the cause of contention. 

As emphasized, imperialism cannot free itself from its founda
tion in commodity production and competition. Every level of the 
world economy enveloped by the capitalist mode of production is, 

.'
40 This anticipates a line of argument against the theory of "general crisis," which 

will be taken up in the third chapter. 
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so to speak, awash in the contradictoriness of capitalist expansion 
Thus, discrete and separable capitals anarchically interact withi · 
and between both the groupings and alliances established by th~ 
agreement of particular capitals and the political boundaries and 
configurations established by th.e force and diktat of imperialism. 
In whatever way and to whatever degree domestic and inter
national arrangements facilitate growth over a given period, the 
very process of expansion brings the ''many capitals'' into conflict 
with each other and ultimately dictates that they do battle to create 
a viable basis for continued expansion. In other words, what im
perialism cannot eliminate - what it, in fact, heightens - is the 
compulsion of particular ~nits (or coalitions) of capital to outstrip, 
outflank, and defeat their opponents: the long-term survival of 
some depends on the demise or obliteration of others. But this is not 
the end of the matter. 

In. A~ti-Duhring, . E~gels made the point that the anarchy/ 
organ1zat1on contrad1ct1on, which leads to conflicts among local 
producers, also leads to conflicts among national capitals. In a foot
note in Volume III of Capital, he further explained: 

[C]ompetition in the domestic market recedes before the cartels and 
tru.sts, while in the foreign market it is restricted by protective 
tariffs .... But these protective tariffs are nothing but preparations 
for the ultimate general industrial war, which shall decide who has 
supremacy on the world market. 141 

It was Lenin, however, who systematized an understanding that 
went beyond such observations which, insightful and suggestive as 
they were, could not anticipate a new stage of capitalist develop
ment. ~he~e is indeed, Lenin pointed out, a struggle among monop
oly cap1tahsts over the economic division of the world; this is a 
struggle which involves the interaction of cartels and other eco
nomic groupings whose agreements break down. But the main 
~i~alry is ~ot betwe~n t?is or that firm and its foreign counterpart -
It is that rivalry which is fought out in the realm of the superstruc
ture amo~g ~ational ca1;1itals as represented by their respective 
states. This rivalry, Lenin stressed, ultimately develops into the 
struggle for a new political division of the world, which subsumes 
the struggle over economic division. 

There is a world imperialist system, but this is not tantamount to 

1
•

1 Capital, III, p. 489, note by Engels. 
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the existence of a single capital formation coterminous with it. The 
irnperialist system is not, therefore, th.e same as a.n.individual cap!
talist country in the premonopoly period. A specific feature of this 
world system that differentiates it from the capitalist mode of pro
duction in particular countries before the rise of imperialism is that 
it is composed of discrete national capital formations. These na
tional formations are not merely larger-scale versions of individual 
capitals; they are geopolitical complexes with distinct supe:struc
tures, and their existence and character play an extremely impor
tant role in the process of internationalized accumulation. That fi
nance capital's moorings happen to be national ones is a result of 
the historical evolution of capitalism. 

A particular capitalist can perhaps insinuate himself into another 
national market, but as a class the bourgeoisie cannot. It cannot eas
ily dislodge another national imperialist capitaJ..frgm its home base. 
And, in dialectical relation, finance capital tannot, for politico
strategic and economic reasons, afford to lose power where it is. 
American capital in a country like Indonesia is concerned about 
stability in that country, but not to the same degree as it is about the 
stability of its home front (without which it loses, among other 
things, its capacity to be in Indonesia, as well as other places). 
There must, in short, be a state to back up economic interests. The 
process of internationalization might appear to undermine nation
ality. In fact, by intensifying and concentrating the contradictions 
of accumulation in the international arena and spurring inter
imperialist conflict, internationalization actually compels the 
violent assertion of nationality, the defense and extension of 
specifiable and common national interests. Capital must have the 
means as well to short-circuit and suppress the resistance it pro
vokes from the oppressed of the world. 

The military functions of the imperialist state impact enor
mously on the physiognomy of advanced capitalism. War and the 
production of weapons have, of course, played a major role in 
human history. The use of organized violence to extend markets 
and the interaction between arms production and industrialization 
have also been major factors in the development of capitalism. But 
with the rise of imperialism, arms production and military expen
diture in general take mind-boggling leaps, both as ongoing shares 
of economic activity and in the extraordinary dimensions they 
reach during periods of international conflict. The major capitalist 
states doubled their annual military expenditures between the 
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mid-1870s and 1908. 142 The management of war-induced 
·li · anct 

m1 tary-assoc1ated debt has been a decisive object of fiscal a d 
monetary policy in the twentieth century. The military sector hn 
also preempted a large fraction of human and technical resources ?

5 

th~ ad.vanced cou~tries. In the ~ni~ed States about one-third of ~~ 
sc1ent1sts. and engineers (and this is a conservative estimate) are 
engaged in defense-related work, while two-thirds of total feder I 
?udge~ ?bligations for research and development were channele~ 
into military and space programs during the 1970s 14

3 In the So · u · d · . , · viet 
nion uring the m~d- 70s military uses absorbed, according to 

U.S. ~overn.m~nt estimates, about one-third of the output of the 
mach1ne-b~il~i?g an~ metalworking industries, while a critic of 
th~ . U .S: military-industrial complex" estimates that Soviet 
military i~dustry uses a work force numbering 4.8 million. 144 

There is a mate:ial and political unity of interest, a unitariness 
(as ~ell as ~ontradicto~ine~s) of a n~tional capital, stemming from 
t?e u~peratives and objective coordinates of imperialist accumula
tion, i.nterpenetrated by the class contradiction in its various mani
festatio~s. A J~panese. multinational corporation, for example, can 
eco~omicallr Jeopardize and subvert an American multinational, 
but. i~ today s ~~rid they rarely enter into combat alone. There is 
pol~tical and mihta.ry power, concentrated in the national state, 
which both galvanizes and defends national capital. This is one 
rea~on that the forces binding cartels made up of different national 
capitals are less durable than those binding national capitals. In the 
world, then, there are objective social formations, each of which 
boasts an army and political apparatus, culture, etc., which consti
tute the superstructure. But if political power grows out of the bar
rel o~ a gun, guns must be produced - there must be a base, and a 
relatively se~ure on~, underlying and supporting the superstructure. 

Economically, finance capital is still grouped around national 

142 Ri h d K h p. 
40

. c ar root , Arms and Empire (Santa Barbara: Harvest Publishers, 1980), 

143 Lloyd J .. ~umas, ''Military Spending and Economic Decay,'' in Lloyd]. Dumas, 
ed., The Polztzcal Economy of Anns Reduction (Boulder: Westview Press, 1982), 
pp. 7, 11. 
(~44 U.S. g~vernment data cited in Abraham S. Becker, The Burden of Soviet Defense 
Ec;~~!1~nlca: Rand.,;.981), P· 18; Seymour 1'.-1.elman, "The Conversion of Military 

Y· The USSR, 1n Dumas, ed., The Polztzcal Economy of Arms Reduction p 90 
note 1. ' · ' 

http://www.dztsg.net/doc 

Political Economy: Imperialism and Revolution 119 

markets. 145 There are national circuits with articulated relations 
(though not without contradiction) between department 1 (the sec
tor producing the means of production) and department 2 (the sec
tor producing means of consumption), furnishing and cheapening 
the necessary elements of constant and variable capital. There are 
strategic concerns which must be propped up - not only the mili
tary industry, but other pivotal segments of the economy. There is 
an extraordinary build-up of fixed capital that cannot, in its great 
mass, be profitably liquidated or just physically dismantled and 
shipped abroad. Finally, the biggest hunk of surplus value pro
duced by these capitals still issues from this domestic base . In short, 
finance capital cannot profitably and safely extricate itself from its 
national base. Of course, national boundaries are not inviolate -
they have been and will continue to be changed by force of arms. 
Nevertheless, there are objective interrelations and levels of in
tegration of capital to which correspond a national market and class 
formation. And there is a real , powerful tendeI?ef for these par
ticular interrelationships, for these national social formations, to 

assert themselves. 146 

We have stressed that the nationality of capital acquires 
cohesiveness precisely in antagonistic relation to other imperialist 
capitals. The inexorable logic of capital mandates that individual capi
tals unite with others . .. but only for the purpose of struggling with yet 
others. This results in combines, trusts, and trading blocs. But in a 
world dominated by the capitalist mode of production, the only 
way that national capitals can decisively confront and overcome 
their adversaries - a concrete imperative posed at certain turning 
points of world history - is through military means. This move
ment and logic of capitalist accumulation culminates in imperialist 

145 The term national market as applied to a multinational state denotes a certain 
level of coherence of production and exchange relations. It should not be taken to 
mean that there are not separate nations within the confines of these states. 

146 This is one reason that the victorious powers of the last two world wars did ::iot 
simply absorb those they vanquished. To be sure, there were both important 
political factors associated with securing internal stability and strategic international 
considerations influencing the treatment of the defeated bourgeoisies. But to 
swallow these national markets would require an exceptionally high degree of in
tegration and centralization - far beyond, for instance, what is embodied in the 
International Monetary Fund (which in no way obliterates national capitals I - and a 
kind of international division of labor presupposing a sharp break with the histori
cally evolved interrelationships within the structure of national capitals. A United 
States of Europe is not inconceivable in a future period, but it would require enor
mous changes, not only in the economic base but also in the superstructure. 
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wars. And the antagonisms of capital, in all their different dimen
sions, will tend eventually toward the bipolarization of imperialist 
relations, toward the formation of two war blocs comprising dif
ferent national capitals - each bloc defined in relation to its oppo
site and arrayed against its opposite. 147 The highest expression of 
the organization/anarchy contradiction is that the political and mili
tary representatives of imperialist capitals, that is, national states, 
must fight the political and military representative& of others. 

Hence, it is the policies of the imperialist state and not those of 
particular enterprises or monopoly groups which are most deci
sive. Yet the latter are hardly irrelevant. These are links and com
ponent parts of accumulation on a world scale; their motion and 
interaction cannot but build up tension and conflict in the inter
national arena. Contradictions are neither eradicated at these lower 
levels nor are they somehow displaced or simply "dumped" into 
the world market. The international arena is at once a concentra
tion point of the contradictions of capital as capital and the consum
mate battleground where these contradictions are fought out to 
their provisional resolution through the medium of national states 
and by repartitioning the world. The idea that cartels can abolish 
crisis was properly scorned by Lenin as a "fable." 148 

Exactly because of the centrality of international connections, 
the imperialist state functions, on the basis of its all-around main
tenance of internal class rule, as the key instrument deployed by 
imperialist capital to secure its environment. In general, the in
creasing socialization of the productive forces and the inherent dif
ficulties of imperialist accumulation (and the necessity of offsetting 
the disturbances arising out of it) implicate the state far more 
widely in the reproductive process than was the case in the 
premonopoly period. This also has its peculiar expression in the 
Third World where the state, especially in its financial provision 
for and share of investment in gross fixed capital formation, has 
been central to accumulation in countries as diverse as Brazil and 

147 The exact character of such bipolar configurations is a function of specific 
political and economic factors. Further, imperialism may face the necessity to bloc as 
a whole against a socialist state or system of states. An important particularity of the 
present period - in contrast to the pre-World War 1 and pre-World War 2 situations 
- is that political-military blocs are coextensive with the existing economic blocs. 
The United States forged a highly integrated economic and political alliance in op
position to the socialist camp at the end of World War 2, an alliance which faces a 
rival bloc headed by a now imperialist Soviet Union. 

148 Imperialism, p. 28 (LCW, 22, p. 208). 
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Iraq. In the social-imperialist countries, the state is the main lever 
of accumulation (the bourgeoisie controls the principal means of 
production through it. and appro~riates surplus value P.re.pon
derantly at this level); m the countries of the U.S .. -led bl~c it is, to 
varying degrees, a major vehicle for restructuring capital, ?oth 
directly (nationalization) and indirectly (~onetary .and ~is~al 
policy). Still, in both blocs the principa~ ~unction of t?e i~periahst 
state is not explicitly economic, but political - to maintain the rule 
of the bourgeoisie and to preserve the social and production rela
tions of capital. At the same time a~d direct~y r.elated, th.estate.must 
organize the national capital and fight for its interests in the inter-
national arena. 149 

The state is the institutional embodiment and expression of the 
total national capital. However, the national capital is not literally a 
single capital. The imperialist state collectively represents . the 
many capitals composing the national cap~tal; they do n?t f~s~ into 
one (not even in the Soviet Union) and this repres~ntation is i~s~lf 
fraught with contradiction and conflict. But th.e s~te has the a?1hty 
to forcibly mitigate conflicts between fractions of the nat~onal 
capital. And since there is that unitariness of int~re~ts of a nat~onal 
capital with an objective mooring, anarchy w1t~in the. national 
capital is restricted. It is restricted, however, only in :elation t~ the 
joint rivalry of all its components with other national c~pitals 
(which itself has been conditioned historically by and subord1~ated 
to the rivalry between different coalitions or blocs of national 
capitals), and as a function of the crisis and conflict which grow out 
of the anarchy of "many capitals" in the international arena. 

In this connection, an historical aside becomes quite relevant. 
Nikolai Bukharin, who by 1929 had emerged as leader of the right 
wing of the Communist Party of the Soviet Union, had earl~er .sug
gested in several studies that in developing toward state cap1tahsm, 
capital was basically transforming itself into a single national trust 

• • • 150 
capable of surmounting intra-class strife and econ~~ic cri~is. 
Bukharin argued that stable, self-regulating, and stat1fied national 
capitals would find their limits in the international arena, where 

149 This function is revealed in the elaboration of national economic policy, ex~ort 
promotion, the use of diplomacy, protection of vital sea routes and ra:vv maten~ls 
sources, colonial policy (from propping up particular regimes to waging colonial 
wars) , and mobilization for and prosecution of world war. 

•so In fact , Bukharin saw in the state's regulative and integrative capabilities the 
basic carapace of socialist organization. 
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they would confront each other.151 But Bukharin ignored, or 
seriously downplayed, the basic fact that as long as capital remains 
capital (resting on its material foundation of commodity produc
tion), it will always divide into many capitals; the organization 
aspect of the organization/anarchy contradiction embodied in the 
national imperialist state is relative. Lenin chastised Bukharin for 
sundering imperialism from its capitalist foundation. 152 It is impor
tant to note that Lenin also included among the chief characteristics 
of imperialism the economic division of the world by different 
monopolies, although the political division was more powerful and 
ultimately subsumed it. This emphasizes again how internal anar
chy is not overcome, but canalized. Moreover, Lenin stressed 
throughout his writings on imperialism that partial organization 
and planning in the long run intensify the anarchy of capitalist pro
duction as a whole. Bukharin situated the key conflicts in the inter
national arena, but he metaphysically separated these conflicts 
from the contradictory motion and anarchic nature of capital in 
general. A national capital, though cohesive, is highly striated, and 
composed of elements of varied efficiency and profitability; there 
is anarchy and competition among them. 

The rivalry among different national capitals foists a new calcu
lus on the capitalists. The world is transformed into a chessboard 
on which investments, loans, and aid have become elements of 
broader strategic consideration. Such strategic considerations 
range from denying adversaries access to certain raw materials to 
shoring up whole countries for geopolitical reasons (these countries 
might even be only of marginal importance in terms of productive 
investment). Capital exports do not simply gravitate directly to the 
highest rate of profit; actually, preventing rivals from securing im
portant markets or raw materials may result in short-term losses. 
The search for greater profitability interacts continually with the 
exercise of domination and control. 

Profit is the soul and commander of the imperialist formations. 
But the whole international framework within which capital ac
cumulates and the intensification of its contradictions qualitatively 
heighten the significance of political and military struggles, both in or· 

151 See Nikolai Bukharin , The Politics and &onomics of the Transition Period, edited 
with an introduction by Kenneth S. Tarbuck (London: Routledge and Kegan Paul, 
1979), pp. 57-63, 73-79. 

152 See " Report on the Party Programme" (Eighth Congress of the R.C.P.[B. ], 18-23 
March 1919), LCW, 29, pp. 165-69. 
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dinary and extraordinary times. Indeed, in the imperialist era the 
very process of accumulation is highly intertwined with politics. 153 

The political role of the state must be seen in this light. 
That the imperialist state collectively represents a multiplicity 

of capitals produces a certain imperialist " largeness of mind." The 
warfare and welfare functions of the imperialist state are pre
eminently political. The war in Vietnam was not, for instance, car
ried out by the U.S. principally to gain profits in Vietnam. The 
military costs far outweighed any such potential. 154 Likewise, the 
poverty program in the United States was not undertaken. to tur? 
profits for individual firms, nor did it reflect some hybrid capi
talism which had grown socially constructive. Both of these 
policies served the needs of empire more broadly, through force on 
the one hand, and concessionary pacification ~n the other. The 
state must also undertake investment projects (like the seeding of 
strategic new industries and infrastructure development) and bail
out operations which are not necessarily profitable in themselves 
but which, nonetheless, are essential to the reproduction and over
all profitability and stability of the national capital. In all the im
perialist countries, the technical-educational and military sectors 
are highly subsidized through various mechanisms. 

All this flows from the objective need of imperialism to secure 
the general political and economic conditions within which capital 
can successfully accumulate. Price regulation and the mobilization 
and transfer of surplus value to enterprises or activities which may 
be unprofitable or unproductive of surplus value represent, there
fore a modification by the state of the operation of the law of 
val~e . i55 But the ability of the imperialist state, by means of direct 
investment and fiscal and monetary authority, to centralize and re
distribute surplus value in accordance with political priority (as 
against simple profitability) is anchored in the real production of 
values internationally - and state expenditure reacts back upon ac-

153 The economic structure of society ultimately determines political, 1:1i~ita:r, and 
ideological lines and policies - this is basic to Ma~xism - . but t~ese pohc1.es in turn 
react back upon the economic structure - and this, too, 1s basic to Marxism. 

15~ Similarly, Israel and Cuba are kept ~float by the U.S. and Soviet im~erialists, 
respectively, for political, strategic, and 1deol~g1cal reas~~s. Evaluated simply as 
economic investments, they are very much losing propositions. 

155 These state activities and functions are analytically distinct from, though they 
overlap with, productive state-run enterprises and industries jas exist in the Western 
imperialist bloc), and the generalized extraction of surplus value through a system of 
state enterprises jas exists in the social-imperialist bloc) . 
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cumulation, generating new contradictions. Moreover, even if· 
the imp~rialist era .the l~~ of val~e is mediated through compl~~ 
m:chan1sms, .and 1f poht1cs continually and powerfully interact 
with eco~omics, these iml?erialist politics are still ultimately 
grounded in the expand-or-die nature of capital, and in the regulat
ing role of the law of value. 

IX 

The capitalist mo?e ?f production has become dominant through
~ut the world. Within the oppressed countries, precapitalist rela
tions and modes are increasingly shaped by and subordinated to 
the needs of the expanding capitalist sector. Further, and more im
por~an~, these countries taken as a whole - including their 
capitalist sector - are dominated by imperialism, whatever the 
level of their internal transformation. This represents one crucial 
aspect of the change in world relations that has occurred. On the 
other hand, each grouping of imperialists and colonies must take 
account of and can only expand in relation to and ultimately at the 
expense of others. The further unification of the world market - in 
particular the higher forms of global integration associated with 
and generated by capital export - and the territorial division of the 
world fix capital in a world dynamic that is both economic and 
political. Accumulation now proceeds in this context. What 
distinguishes imperialism is the qualitative dominance on a world 
scale of the fundamental contradiction of the bourgeois epoch be
tween socialized production and private appropriation. 

~he fundamental ~ontradiction develops through two forms of 
mo:ion. T~e antagonism between different (national} imperialist 
capitals chiefly grows out of, extends, and, further, is a qualitative 
development of the contradiction between organization at the 
enterprise level and the anarchy of social production. But this fun
damental contradiction is also manifested in class terms. The con
tradiction between the proletariat and the bourgeoisie in the im
~erialist ~ountr~es! the contradiction between the oppressed na
tions and imperialism, and the contradiction between the socialist 
ca~p and the imperialist camp (when socialist countries exist) are 
chiefly products and expressions of this second form of motion, the 
clas~ co~tradi~ti~n of capitalism. These three contradictions plus 
the 1nter1mperiahst contradiction form the main content of the de
velopment of the fundamental contradiction in the contemporary 
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era; they arise from and are integrated into the overall process of 
transition from the bourgeois epoch to the communist epoch. 

These contradictions do not develop as metaphysical isolates. 
They continually interact with each other and react back upon the 
totality of this process (along with other contradictions which play 
exceedingly important roles at times) . Moreover, one or another of 
these major contradictions may, in any period, be principal, that is, 
influence the overall development of the others more than it in turn 
is influenced by them, and thus most determine how the funda
mental contradiction will develop at a given stage. Their inter
relationships, however, are fluid; even as they reach certain rela
tive limits in their own development, these contradictions trans
form one another. At particular turning points a formerly principal 
contradiction achieves a certain degree of r~lution (or mitigation) 
and is superseded by a new principal contradiction. But, to stress 
the point again, movement compelled by anarchy is the principal 
form of motion of the contradiction between socialized production 
and private appropriation. This form of motion - the qualitative 
impact of the contradictions of world accumulation and the conse
quent role of wars of redivision - is more determining of the overall 
process by which these other contradictions unfold, at least so long 
as the bourgeois mode of production is dominant in the world. 

The internationalization of capital has profound repercussions 
on revolutionary class struggles. Imperialism violently draws the 
masses of the colonial regions into the maelstrom of world history. 
At the same time, the export of capital creates new legions of grave
diggers of imperialism. The resistance of the masses in those 
regions now takes place on the stage of a single international pro
cess and assumes a tremendously important role in this process. 
The contradiction between the proletariat and the bourgeoisie 
within the imperialist countries and that between the oppressed 
nations and imperialism become intertwined, and their character 
and relation with each other change. Imperialism opens new pros
pects for the subjective factor, for the dynamic political role played 
by the masses. Indeed, it was only in this era that the proletar\at 
ever seized and successfully consolidated political power. 

If such prospects are enhanced and if the various manifestations 
of class contradiction may principally shape- the course of world 
events over any given period of time, might it not be argued, then, 
that the press and propulsion of mass struggles is actually more 
determining of the overall process by which imperialism is headed 
towards its extinction? Certainly, as Marxism affirms, the funda-



126 America In Decline 

mental contradiction can only be resolved through protracted and 
all-around r~volutiona:y struggl~. However, it. is the underlying 
expand-or-die compulsion of capital, not the various expressions of 
the class antagonism, that chiefly confronts the imperialists with 
the repeated need to redivide the world, and it is movement com
pelled by anarchy that sets the overall terms for these other contra
dictions and ultimately determines the parameters and possibilities 
of the class struggle. This does not contradict the fact that the funda
mental contradiction can only be resolved in the political sphere. 
The terrain on which the class struggle is fought is not merely a 
given - just "there," as some static platform consisting of the 
capitalist mode of production. The concrete development of the 
anarchy/organization contradiction lends necessity and freedom to 
~oth t~e bourgeoisie an? p~oletariat and, at certain times, qualita
tively increases the objective freedom of the international pro
letariat to act decisively in its world-historic interests. 
. To approach the question from another angle: the Great Depres

sion of the 1930s was not the outcome of mass political upsurges in 
the world nor was it overcome, in a country like Germany, for in
stance, through economic assaults on or the political dismember
ment of the German working class. World War 2 was not the cumu
lative response to blows inflicted against imperialism in the Third 
World, nor was its main and immediate purpose to suppress and 
contain the masses in these 9ountries. (Similarly, while contradic
tions between individual imperialist countries and the Third World 
are factors that increase the antagonism between the two im
perialist blocs in the world today, these are not the main cause of 
the conflict between the two blocs, nor have struggles in the Third 
World had the effect of overriding or mitigating that antagonism; 
they have not, for example, foisted on the imperialist blocs the 
necessity to overcome their divisions and unite against these strug
gle~.) .on t.h~ other hand, the historical factors conditioning im
perialist cr1s1s and war are interwoven with and inseparable from 
the class contradiction. And precisely during such critical moments 
of global dislocation, the scope for revolutionary initiative and 
stru~g~e .. increases vastly, and with this, qualitatively greater 
poss1b1ht1es emerge for accelerating the worldwide destruction of 
imperialism. The intensification and internationalization of the 
c~ntradict~ons o~ ~apit~list accumulation have everything to do 
with why 1mper1ahsm is the era of proletarian revolution. 
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x 
We have treated the concept of the fundamental contradiction 
mainly in terms of its dominance on a world scale and the resulting 
integration of particular development processes into a single world 
process through which this fundamental contradiction in~ensifi~s 
and is ultimately resolved in the passage to world communism. It is 
now possible to introduce and elaborate on a second major thesis of 
this work, concerning the particular motion and development of 
the fundamental contradiction in the imperialist era. Again, what 
must be grasped is the relationship between the specificity of im
perialism, on the one hand, and its roots in the economic laws and 
contradictory character of c~pital, on t}\e oth~r. Capital cannot exi~t 
without constantly developing the pro{j_µctive forces. As a condi
tion for this, it must, within the framework of private appropria
tion, reorganize its relations of production. Yet owing to the 
anarchy of this mode of production, such a process leads, by way of 
its internal contradictions, to sharp and radical interruptions of ac
cumulation - to crises which, by destroying inefficient capitals 
and altering the relations among capitals, actually lay the basis for 
renewed and profitable accumulation. What emerges is a distinc
tive cyclical movement; the process of accumulation develops 
through expansion and crisis. Exactly because capital grows more 
concentrated, each forward thrust creates the conditions for more 
devastating crisis. 

The basic laws of accumulation are modified when capitalism 
develops into imperialist-capitalism. But capitalism can neither 
overcome its inner compulsion to expand nor prevent its inner con
tradictions from exploding: it is still a dynamic mode of production. 
In fact, in important ways, under imperialism these basic laws 
assert themselves more intensely, but within the context of inter
national relations and of the changes within them. The laws of ac
cumulation interact with the division of the world and inter
national political struggles. Although there has never been, nor 
could there ever be, an economic process (or cycle) dissociated 
from political phenomena, in the imperialist era a far more com
plex dialectic linking politics with economics now operates, with 
politics itself assuming greater importance than ever before. 

We have reached a critical point in our analysis. The argument 
is this: with the rise of · imperialism a new structural dynamic 
begins to govern the development of world history, and as long as 
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the bourgeois mode of production remains dominant it will con
tinue to govern that development. If we consider the course and the 
major turning points of the twentieth century, it is possible to dis
cern certain striking features which suggest the existence of just 
such a dynamic. First, interimperialist wars have played the princi
pal role in temporarily resolving the political conflicts and antago
nisms among imperialist capitals which became concentrated in 
open military confrontation between rival imperialist blocs. Sec
ond, the two world wars have also been accompanied by major 
revolutionary upheavals, the Bolshevik and Chinese Revolutions 
standing as the most significant examples. Third, as a general ten
dency, interimperialist wars, in their preparation, prosecution, and 
outcome have played the principal role in restructuring capital, the 
result of which has been the temporary economic revitalization of 
imperialism. Fourth, the specific outcome of each of the two world 
wars and accompanying revolutionary outbursts has lent a distinct 
political and economic character to each of the extended periods of 
peace (that is, absence of world war) which have followed. Finally, 
these intervening periods have been just that - periods of move
ment toward yet another explosion. For the imperialists, these in
terim years have always seen the various alignments, transforma
tions, advances, etc., produced by the preceding war period, turned 
into their opposite. That so much of the social, political, and eco
nomic history of the twentieth century is chronologized and 
categorized in terms of ''prewar'' or ''postwar' ' periods is not 
without objective significance. 

We have spoken already of spiral motion as a general character
istic of historical development. But we have also chosen to employ 
this term spiral in a specific historical sense. By spiral we mean a 
definite stage or period in the development of the contradiction be
tween socialized production and private appropriation during the 
imperialist epoch. Historically, the stages in the development of the 
imperialist system have been punctuated by imperialist world 
wars for redivision. These wars have been at once products of 
distinct and historically determined political and economic con
tradictions and also more general expressions of the fundamental 
laws governing the accumulation process in the imperialist era. 
Hence, world wars in the imperialist era are not simply individual 
events but must be understood as demarcating one spiral from 
another, resolving the particular set of contradictions of one period 
while, at the same time, beginning to set the stage for the next 
period. This does not mean that only such wars could have been or 
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rnust in the future be the turning points in a spiral - major revolu
tionary initiatives or upheavals could play that role. 

Thus far in the history of imperialism, each new stage of 
development - or spiral - has been set in motion by t~e nev: d~vi
sion of the world and changes in alignments among the imperialists 
achieved as a result of war's outcome, on the one hand, and by the 
degree of revolutionary advance, consolid~tion, an.d the P?t.ential 
for further advance achieved in periods of international crisis and 
war on the other. A spiral is colored by particular contradictions 
arising from these changes while incorporating new contradictions 
that will play a greater or lesser role in its unfolding. The contem
porary era has seen two complete spirals. The first began with t?e 
rise of imperialism and ended wi~ World 'W_ar. 1. That w~r and its 
outcome initiated a new spiral, tntt contradictions of which were 
resolved through World War 2. We are presently entering into a 
resolution phase of the spiral set in motion by World War 2. How 
this third spiral ultimately ends will of course be determined by the 
actual events of history. 

There is tremendous complexity, particularity, and contingency 
here. We live in an epoch of transition. Capitalism is in its highest 
and final stage, but its decline and overthrow will be a drawn-out 
process and the proletarian revolution is itself in its infancy. It is 
possible, however, to uncover certain .bas.ic fea~ures .of. these 
spirals, traceable to the laws of accumulation in the imperia:ist :ra, 
and to generalize from their historical dev~lopment. 1:- spiral .is a 
structured process: a structure of international relations which, 
precisely because it is internally contradic~orx and condi.tion.ed by 
the laws of capital, is a process whose motion is towards its violent 
transformation. Imperialism is heading towards its extinction through 
spirals, which operate on an international level, and whose turning 
points are world-historic conjunctures. This spiral/conjuncture mo
tion is the structural dynamic of the imperialist era. 

Major turns in the political econo:ny of im~eriali~~ do not de
velop out of the periodic overproduction of capital (arising from the 
contradictions in the accumulation process) within different coun
tries taken by themselves, as was the case with the cyclical crises of 
competitive capitalism. Under imperialis~ , cyclical motio? be
comes part of and subordinate to the motion of a larger, in~er
national process involving the balance of power among the im
perialists and the forces ranged against imperialism. (For example, 
whether competitive pressures dissolve cartels depends on a global 
framework including not simply economic rivalry but political con-
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figurations and ultimately war blocs. 156
) The centrRlity of the world 

arena to the process of accumulation thus does not hinge on inter
national relations or a world market in the abstract, but on concrete 
economic processes, on the concrete alignments and struggles of 
rival imperialists, and on class and national struggles in their con
crete development. Politics, world events, major changes in the 
balance of world forces decisively influence how particular spirals 
unfold. A spiral, in the sense that we are now speaking, is not static; 
it expresses from start to finish the transformation of the world 
through the struggle of opposites and the interpenetration of con
tradictions. 

The basic laws of capitalist accumulation continue to assert 
themselves, then, in the framework of the relation of forces in the 
world in which interimperialist wars have been nodal points. The 
division of the world through such wars creates a certain context 
for and has a profound impact on each new spiral. For instance, the 
concrete relations between victors and vanquished at the end of 
World War 2, in particular the dominant and orchestrating role 
won by U.S. imperialism through that war, and the more thorough 
redistribution of colonies (as compared with that of World War 1) 
were major factors setting the stage for the development of the fun
damental contradiction in the present spiral. 

This is a fundamental reason for the very different scope and 
duration of expansion following World War 2 relative to that fol
lowing World War 1. Why certain sectors of the U.S. economy 
were modernized while others atrophied in the postwar period can 
only be understood in terms of the prerogatives and necessities of 
empire flowing from the outcome of World War 2. The inter
national position of U.S. imperialism dictated that it maintain and 
expand an immense and highly advanced military sector; at the 
same time, the establishment of specific political and financial 
arrangements strengthened its ability to garner surplus value 
internationally and enabled it to profitably delay the retooling of 
some basic industry. 

The path these spirals take is also influenced by the long-term 
development of imperialism. For example, the various "land re
form" programs sponsored by U.S. imperialism in the Third World 

156 Hence, there is renewed and predatory price competition within the U.S. bloc 
at the same time as efforts are made to maintain more stability and cooperation in 
order to confront the adversary bloc. However, such competition would be far more 
destructive were there not this common political necessity to strengthen a war bloc. 
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during the present spiral could not have been carried out in the pre
World War 2 period, even had there been the resources to carry 
them out. These "reforms" presupposed a certain degree of in
frastructure development and capitalist penetration of the cou.ntry
side that had been achieved during the two preceding spirals. 

Yet there is no predetermined course to which these spirals will 
hew; they are complex and variegated, involving th~ con~in:ial 
interaction of political and economic factors. The U.S. imper1ahsts 
had to consolidate, defend, and extend the spoils of World War 2, 
and this inevitably gave rise to and intensified contradictions and 
resistance. It was no accident that U.S. imperialism was the main 
target of the national liberation struggles in the. p~stwar period. B.ut 
it was not ''written on a rock'' that U.S. imperialism would face its 
most severe trial of strength in Vietnam, that it would meet defeat 
there, or that this defeat would mclrk a major turning point in the 
development of imperialist crisis.'By the same token, the restora
tion of capitalism in the Soviet Union was not inherent in the out
come of World War 2. This certainly had its historical roots in and 
was conditioned by the international situation, but such a revers~l 
for the international proletariat constituted a major new factor in 
the spiral. Why the downturn of 1958 was experien~ed in depth. in 
the major imperialist countries and yet overc?me ~1thout a 1?a~or 
explosion can only be understood in connection ~1th a cer~a1n in
ternational constellation of forces, central to which was this very 
reversal in the Soviet Union. 

The sharpening of contradictions on a world scale gives rise to 
struggles and upheavals which profoundly inf.luence ~he course 
and structure of accumulation, as well as the international class 
struggle. This has been touched on alrea.dy, but ~equires furt~er 
discussion. Lenin wrote that ''the awakening of Asia and the begin
ning of the struggle for power by the advanced proletariat of 
Europe are a symbol of the new phase in world history that began 
early this century.'' 157 Indeed, Lenin conceptualized ~his era ~s one 
of revolutionary storms. This was not mere exhortation or wishful 
thinking. The revolution that Lenin led radicall~ alter~d ~he cour~e 
of world history, both in its direct challenge to imper1ahsm and in 
the inspiration, example, and support it gave to the oppressed 
throughout the world. Mao Tsetung, through the course ~f the 
Chinese Revolution after World War 2, led the struggle of the inter-

157 "The Awakening of Asia," LCW, 19, p. 86. 
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national proletariat to its highest pinnacle thus far. That struggle for 
the future - as exemplified by the slogan ''it is right to rebel against 
reaction'' which rang out during the Cultural Revolution - sent 
shockwaves throughout the imperialist-controlled world, and it 
raised the sights of hundreds of millions of oppressed across the 
planet. During this century the imperialists have had to continually 
contend with major revolutionary struggles and with the prospect 
of losing control in various regions of the world. 158 

The division of the world between, on one side, a handful of ad
vanced capitalist countries and, on the other, a great number of op
pressed nations embracing the largest part of the world's territory 
and population and figuring integrally and indispensably into the 
process of imperialist accumulation, underlies the existence of two 
great forces of the revolutionary struggle against imperialism in the 
world: the proletarian-socialist revolution in the capitalist-im
perialist countries and the anti-imperialist democratic revolution in 
the colonial (or neocolonial) and dependent countries, which holds 
the potential for socialism if led by the proletariat. Of great 
historical moment - and very much related to the lopsidedness 
analyzed earlier - is the fact that the focal point of revolution since 
the Bolshevik Revolution has shifted from the advanced countries 
to the colonial and neocolonial regions of the world. These have in
deed become storm centers of revolution, particularly since World 
War 2, while the same period has seen a certain retarding of the 
revolutionary movement among the working class in the advanced 
countries. Although the stabilization in the advanced countries has 
complicated the world-historic process of proletarian revolution, 
whatever degree of stability has been or might be established in any 
particular country (or even region) is always relative to and deeply 
affected by the existence of revolutionary class and national libera
tion struggles in the rest of the world. 

The multifarious effects of the Vietnamese national liberation 
struggle underscore the important role played by revolution in the 
working out of spirals. Here was a struggle that pounded the great 
military colossus of the imperialist world. What began as a surgical 
"police" action on the part of the U.S. imperialists grew into a ma-

158 Had there been a significant revolutionary advance in the earlier part of the 
present spiral or a world war involving the then socialist Soviet Union and China 
together against imperialism, a major shift, perhaps one of qu.alitative proportions, in 
the relations of strength between the international proletariat and imperialism might 
have resulted. 
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jor war of aggression requiri~g ma~sive co~mitm~~t of financial 
and military resources and incurri~g a high political , ~ost: The 
world was far from quiet during a period of robust expansion in the 
West. The Vietnamese resistance sparked other struggles, particu-

larly in Asia· and in the imperialist countries themselves, this war 
I I , 

ignited and fueled powerful mass movements. At the same time, 
the war jarred the dollar/gold standard and opened certain opportu
nities for the other imperialists in the U.S.-led bloc to angle for mo
mentary advantage. The weakening of the U.S. and the. conco1:11i
tant necessity to cut its losses also allowed the Soviet social
imperialists to make new inroads in various parts of the world. 

The present spiral is replete with examples of how such con
flicts, struggles, and revolutions influence the freedo~ and neces
sity of the imperialists: the specific route ~o reconstruction taken by 
West Germany was closely linked witlYU.S.-bloc encirclement of 
the Soviet Union; the structure and int'ernal contradictions of the 
South Korean economy in the postwar period cannot be·understood 
apart from the existence of the Chinese Revolution; the Alliance for 
Progress, with all its imperialist "social reform" and infrastructure 
development, is inexplicable without reference to the Cuba~ Re~o
lution. The Cultural Revolution in China had far-reaching in
fluence on both the international class struggle and the constraints 
acting on imperialism and social-imperialism; its long-term ideo
logical impact will bear directly on the ou~come of th~s spiral. 

159 

Politics and class struggle are not exceptional or ancillary events; 
they affect - at certain times, decisively so -. the cour~e ~nd reso
lution of imperialist spirals. Mass revolutio~ary s~i~rings ~nd 
upheavals challenge the imperialist order, rend its polit~cal, social, 
and ideological fabric, and contribute to the destruction of that 
order. These struggles are truly of world-historic significance. 

160 

159 To emphasize the centrality of the international context, that the Cultural 
Revolution had to be launched and could be conducted in_ the fashion it was had 
everything to do with the struggles and alignment of forces in the w~rld at that pa~
ticular time. It, too, was part of a single world process. See_ Bob Avakian, Th_e ~ss zn 
China and The Revolutionary Legacy of Mao Tsetung (Chicago: RCP Pubhcahons, 
1978), especially pp. 53-55. 

160 Such an understanding clashes with various economis! notions of class and ?a
tional struggle. These typically focus narrowly on a ~erta1n sph~re_ of prod~ction 
relations and their reform. This may assume its classic trade-unionist form in the 
struggle for improved terms of the sale and conditions of .employ~ent of labor power 
or turn on the quest of neocolonial and dependent regimes fo~ impr_ov_ed t~rms ~~ 
trade. Whether such strategies are presented as means to make imp~nah~m work 
or to bring it to its knees, they w~l do ~either , but only help prolong its existence and 
in the long run reinforce the misery it produces. 
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Yet f~r all these .di.verse, interweaving, and contingent factors, 
th~r: is a v_ery de~inite, though dynamic, international framework 
within ~hich capital accumulates. And, again, at least so long as the 
bourgeois mode of production is qualitatively dominant in the 
~orld, the asse~ion of the capitalist laws of accumulation, par
ticularly the motive force of anarchy, will overall set the terms and 
parameters of these spirals. 

To return to the example of the Soviet Union: the restoration of 
capitalism in the Soviet Union expanded the maneuvering room of 
the Western imperialist bloc - in the 1960s in particular when for 
instan~e, the Soviet Union was encouraging restraint and acc~m
modation on the part of national liberation forces. But this reversal 
could not create a wholly new set of circumstances such that im
perialism could ~u~mount its basic contradictions. The develop
ments towards crisis and world war growing out of the fundamen
tal ~o~tradic.ti~n, a process into which the exigencies of the now 
social-imperialist Soviet Union were integrated, continued to exert 
them~elves .. similarly, the loss of proletarian power in China in 
19:6 is a maJOr new factor in the relation of forces internationally. 
This loss, while not preordained, was completely bound up with 
the developments toward world crisis and war and by itself is not 
enough to outweigh the crisis of the world economy or to increase 
the leverage and opportunities open to imperialism in a way com
parable to the ~ffe.ct of the earl~er Soviet reversal. The primacy of 
the laws .of capit~hst accumulation has everything to do with why, 
thus far in the history of imperialism, interimperialist wars have 
been concentration, or nodal, points of these spirals. 
. Th~ international ?e~elopment of what we have called spirals, 
involving th~ dyn~mic interplay between economics and politics 
and the relationship between the two forms of motion of the funda
me.ntal contradiction, provides a basis for analyzing world events. 
This framewor~ also ~n~bles us to more fully understand an impor
tant feature of imperialist accumulation which arises from and in
fluences the laws of motion of capital, specifically, the modifica
tions ~n the role and character of the cycle. 

I~ is of more than passing interest that Lenin did not dwell on 
cyclical movements within the accumulation process, though this 
was by no means extraneous or unimportant to what he described 
and analyzed in his study of imperialism. To a certain extent his 
wo~k did not focus on this question and, in another sense, th~ ex
perief';ce. he sum~e~ up centered on both the formative stages of 
imperialism and its first cataclysmic eruption; it was not possible to 
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S
wer every question posed by the emergence of this new 

an . L . , . t f 
framework of capitalist accumulation. But enin s po1n o em-
phasis, even if all its implication.s were not fully drawn out (as only 
further experience would permit), was a.pr.ofound one .. He a:gued 

werfully that the underlying contradictions of the first fifteen 
~~ars of the twentieth century could only be mitigat~d .f~r any par
ticular imperialist power through a favorable ~edivision of the 
world - not by a more "efficient" cycle ~r ~eries of c~c~es. But 
what is the status of the cycle under imperialism, what is its rela
tion to the international spirals referred to? and to what extent are 
these spirals really analogues to the cycle. 

The cyclical character of accumulation. persists and cannot be 
eliminated under imperialism. Ac~.umulation proceeds unevenly, 
by way of expansion and contraction, because ~f the an~rchy of 
social production. At the same time, as. e~pha.sized earhe~, par
ticular national capitals do not lose their identity or mel~ into a 
single cycle of a single world capital formation; accun:ulati~n on. a 
world scale proceeds through national and bloc configurations in 
interaction with each other. However, the cycle i~ greatly dist?rted 
as a result of both the internationalization of capit~l a~d the inte~
vention of the imperialist state, that is,. the cush~oning yet ulti
mately exacerbating effect of internation~l ~apital fl?ws a~d 
countercyclical measures. Insofar as cartehzation permit~ i:na~n
tenance of excess capacity (to limit output) and seeks to .minin:ize 
predatory price conflicts among monopolies, thus kee~ing prices 
higher, the existence of monopoly distorts the cycle still. further. 
The duration and frequency of these cycles grow more irregu~ar 
and they are stamped with peculiar features (such ~s perverse price 
movements).161 More important, the regular motion of the ac~u
mulation cycle no longer fundament~ll~ determi?es th.e :ssential 
structural and performance characteristics of the im~~riahst econ
omies. Cyclical motion is subordinated to an.d ~o1':dit.ioned by the 
international framework and the changes within it; in f~ct, mo:e 
protracted and gripping international crises ~nvelop cyclical oscil
lations. International relations and connections ar~ more . deter
minant of the phases and trend-lines of accumulation, of ~nv~st
ment patterns, waves of technological innovation, the constitution -

•~• Lenin it should be noted, observed that contemporary crises of overpro~uction 
occurred ,;at more lengthy and less definite intervals" than they had dunng the 
earlier stages of capitalism ("Karl Marx," LCW, 21, P· 64). 
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and reconstitution of cartels, and even the weight and significance 
of cyclical turns, than are cyclical movements themselves. 

With respect to economic trends of the postwar period, a dis
tinct pattern of development can be traced throughout the U.S.-led 
bloc. In simplified terms, there was a period of stabilization and 
growth in the 1950s, the most vigorous and sustained expansion in 
the 1960s, and heightened instability and precipitous decline in the 
1970s setting the stage for the present decade. Prior to the world 
downturn of 1973-75, recessions in most of the Western imperialist 
countries (including Japan) were milder and shorter than in the pre
World War 2 period. In West Germany, there was no classical 
cyclical downturn to speak of until 1966-67. 162 Clearly, cyclical 
movements - muted or otherwise - can explain neither the 
growth of the 1950s and 1960s, nor the generalized crisis of the 
present period. 

As for the Third World, by stimulating the growth of a capitalist 
sector, the export of capital also imparts a cyclical motion to these 
economies. Given their external dependency and internal disarti
culation, however, the cycles which they experience are even less 
autonomous and determinant. Which parts of these economies 
grow, which do not, and which get pinched in crisis, or why some 
of these economies can only be "bled" with caution by the im
perialists during crisis (since critical weak links could destabilize 
the entire edifice), is completely bound up with international rela
tions. External conditions actually become internal to individual 
countries. 

!o be sure, the pattern of cyclical motion in the premonopoly 
period was also hardly invariant, and this cyclical movement was 
itself part of the historical development of capitalism to a higher 
level. But the spirals of the twentieth century pivot on a more multi
di~e17sional dialectic of economics (with all the complexity of im
perialism as a world system) and politics (in which revolution plays 
a central role). In general, these spirals possess certain common 
features associated with the convulsive redivision of the world, and 
particular spirals are marked by more dominant and determining 
~lements, lending a distinct contour to their development. But this 
is not an extended cycle. There is no characteristic shape or time
frame, i.e., so many years of upward and downward phases of ac-

A 

162 ~hilipEA. Kl~in, Bu~iness Cycles in the Postwar World (Washington, D.C.: 
mencan nterpnse Institute for Public Policy Research, 1976), pp. 21-27. 
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cumulation to each spiral. 163We are dealing with ~he vi.olent 
recasting of international relations and the transformation of ~nter
elated factors into their opposites on a global plane. Such is. the 
~undamental process through which capit~l exp~nds, ~u17ges into 
crisis, and undergoes stark reorganization in the imperiahst era. 

XI 

Uneven development is a general law of capitalism. - in fact, of 
society (and nature) generally - butit ~ssumes particular~y acu~e 
form under imperialism. "Finance °iapital. and the t~usts, Lenin 

rote 11 do not diminish but increas(the differences in the rate of 
;owth of the various parts of the world ec~n.omy.".164 The glo?al 
effect of the mobility and centralizing capacities of .fi~ance c~pital 
is to heighten and create new imbalan~es, .even if in particular 
countries and for particular periods capital is mar.shaled to o~er
come such imbalances. With respect to the colonie~ and the im
perialist-sponsored international division of la?or '.this has already 
been addressed: the characteristic disarticulation in the oppressed 
nations and lopsidedness internationally. Further, the level of ~e
velopment and growth rates within different sectors.of the c~l~nial 
economies and among the colonies show marked differentiation. 

Within the imperialist countries, investment tren~s and rates of 
growth vary among individual firms and.branches of i~dustry. The 
sluggish modernization of the U.S. steel industry relat1:re to that ?f 
the information industry, for instance, offers an obvious case in 

163 Our conception of the spiral differs radically from th~ highly deter~inistic 
"long-wave" theory which does indeed incorporate and project elements~ an ~x; 
tended c cle, though by no means a cycle in the sense that ~~rx analyzed. ts po~n 
of de arfure is usually some variant of technological determ1~1sm whereby massive 
tech~cal changes or innovations first induce a pro~racted penod of f.owt? b~~ the~ 
gradually exhaust themselves. Ostensibly accounting f~r long~term 1~ton~a ~vet 

t d urporting to examine economic trends 1n an 1nternat1ona con ex , 
?.f ~:~w=~e" ~heory blurs the distinction between the competitive and m_onopo:ft 
epochs of capitalism (and between social systems in some ~ases) a~d tr;e30to 
diverse henomena into a procrustean bed of regular and predictable 5 ·or -ye~r 
waves. Kasically, it suggests that as long as capitali~m can ek~ out a n~w tech~ology it 
enjoys indefinite staying power. Despite it~ so~etimes Mar~1st trappings, t~~s theo~~ 
is rooted neither in the imperatives of cap1tahst accumulation nor in. a rea b ynam t 
of international relations. The question will be more fully addressed in a su sequen 

volume. 
164 Imperialism, p. 116 (LCW, 22, p. 274). 
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point. Gaps between the conditions of reproduction in the mono _ 
o~y and nonmonopoly sectors will ultimately widen. These are ob
vio~sly ~he?omena of capitalism per se, but the imperialist inter
nat~on~hzat1on of capita.I and the whole mechanism of capital cen
tralization and reallocation .accentuate differences, particularly as 
these proce~ses c:a~e to stimulate production in the same way. 
Among the imperialist economies, some are more dynamic than 
others, and diff~rent powers are more or less successful in politi
c~lly and strategically advancing their international interests vis-a
v1s others, th~t is, i1: maintaining or challenging the existing 
framework of international power relations. 

o? this last point, there looms an important dialectic between 
the victors and vanquished in interimperialist wars. It will tend to 
~e t? ~he advant~ge of the ':'ictors to massively export capital, and a 
s1gn1f1c~nt portion of this exported capital may flow to the 
e~onom1es of the ~efeated imperialist powers. Compared with the 
v_ictors, the .vanquished are more compelled to invest domestically 
since, ~rec1sely because of their defeat, their ability to invest 
abroad is more re~tr~cted. Finance capital may reap greater profits 
t?ro~gh m.onopohst1c control and concentrated investments out
side its national basin - and it is exactly a favorable division of the 
world which perr:1its th~s ':'olume and direction of capital export. 16s 

As~ result, tho~e imp:riahst economies which are the recipients of 
capital export, including especially the previously vanquished _ 
although they, too, carry on international investments - may ac
tually grow faster t.han the principal capital exporters. On the other 
hand, the economies of the major capital-exporting countries ex
pand 1:1ore .than th:y w?uld without the stimulus coming from the 
new s1tua.hon. This stimulus may operate in a different way, 
however, in these countries, spurring overall growth but more in 
th~. shape of the rapid expansion of the financial, luxury, and 
~ruhta~ sectors than in modernization of more bedrock and basic 
industries. 

Thus, there a~~ exigencies and prerogatives stemming from the 
monopoly of political power, and such a division of the world also 

1

~
5 

To take on.e e~ample'. it redounded to the advantage of U.S. finance capital for a 
penod to have its fingers in .the :econstruction of the productive bases of the Euro
pean and Japan~se economies (tf through highly complex financial interrelations} 
r~ther .t~an to simply retool ~.S. industry. Although this involved important par
hc~l~nties of the postwar penod, especially in relation to the previously mentioned 
po.h~1cal concerns: there also exist certain general features associated with the 
pnv1leges of the victors. 
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impacts on the defeated imperialists. Again, there are no inviolate 
patterns of growth: among the winners there are those who win 
more than others, there are long-term historical factors which play 
their part, as well as contingent political factors. Most important, 
the dialectics of the situation, with initial advantages and stimuli 
turning into their opposites, will be asserted. The impetus given ac
cumulation in those economies which are largely recipients of capi
tal export tends to immediately forestall yet ultimately compound 
crisis, within these countries as well as internationally. The 
drawbacks of particular disfigurations, warpings, and inefficien
cies of the domestic base of those powers enjoying certain inter
national privileges tend to grow more manifest and serious as, by 
way of its contradictions, expansion leads to crisis. The point is that 
these individual national economi~ form elements of an interna
tional dynamic; collectively, in intebiction with one another, they 
contribute to overproduction in a larger international setting, and it 
is the international framework which is the limiting factor against 
which they collectively strain. 

Capitalism is characterized by highly developed productive 
forces which undergo rapid change. In its later, imperialist stage, 
the changes capitalism stimulates are far more convulsive. Growth 
in particular sectors and countries is more spasmodic, while decay 
and ruination in others is more pervasive, all of which fundamen
tally weakens the imperialist system. In sum, uneven development 
under capitalism is a specific manifestation of the anarchy of social 
production and a factor which, especially in the imperialist era, 
compounds its destructive expression. 

Before turning to the question of interimperialist war in its own 
right, a few additional points about uneven development (and the 
tendentious interpretations of this phenomenon) must be raised 
which relate directly to that discussion. If the specific treatment of 
this law by Lenin has a sharp polemical edge, it is because he was 
challenging and refuting a sophisticated theory of organized 
capitalism (as applied to the international arena) promulgated by 
the man who was perhaps the most influential "Marxist" of his 
day, Karl Kautsky of the German Social-Democratic Party. Kautsky 
argued that imperialism represented a certain policy of a certain 
fraction of the bourgeoisie and was not a structural, economic 
necessity. In fact, Ka\,ltsky posited that the resort 'to force, which he 
alleged to be the essence of imperialist expansion, was counter
productive to capital. He further suggested that the same processes 
which produced monopoly could theoretically induce capitalism to 



140 America In Decline 

evolve in a more rational and less bellicose direction: 

From the purely economic point of view it is not impossible that 
capitalism will yet go through a new phase, that of the extension of 
the policy of the cartels to foreign policy, the phase of ultra
imperialism .... 

Cannot the present imperialist policy be supplanted by a new, 
ultraimperialist policy, which will introduce the joint exploitation of 
the world by internationally united finance capital in place of the 
mutual rivalries of national finance capitals? Such a new phase of 
capitalism is at any rate conceivable. 166 

Lenin's critique, spelled out in Imperialism, The Highest Stage of 
Capitalism and other writings of the war period, showed, on the one 
hand, that Kautsky detached the politics of imperialism from its 
economics and, on the other, that his was an attempt to substitute 
abstract economic trends and possibilities (the evolution toward a 
single world trust) for the real concrete development of society and 
the world, development fraught not only with economic an
tagonisms but political contradictions and conflicts as well, all of 
which grow more intense in this era. 167 Kautsky papered over the 
explosive qualities intrinsic to imperialism and denied the quali
tative leaps (revolutions) necessary to transform it. ''Ultra
imperialism'' was nothing less than an opportunistic pipe dream. 

Imperialism is a dynamic system, and the correlations of 
strength within it change continually. Were it actually the case that 
patterns and rates of growth of the various imperialist powers were 
always and everywhere in lockstep and the distribution of colonies 
among them such that minor reshuffling and trade-offs were all 
that was required to satisfy their needs of expansion and 
reorganization, then Kautsky' s conceit of an imperial order capable 
of peacefully resolving differences among contending international 
interests would only be half wrong. The imperialists could then, as 
they now only do at certain stages of their rivalry, negotiate orderly 
marketing agreements and political treaties and either accept the 
existing division of the world as a permanent framework within 
which to iron out differences or peaceably adjust that framework. 

IM Quoted in Imperialism, pp. 112, 142 jLCW, 22, pp. 271, 293); an English transla· 
tion of Kautsky's most infamous article on "ultra-imperialism" can be found in New 
Left Review, No. 59 Uanuary-February 1970), pp. 41-46. 

1
h

7 See, for instance, "Preface to N. Bukharin's Pamphlet, Imperialism and the 
World Economy," LCW, 22, p. 107. 
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t capital develops unevenly, the more so under imperialism .. This 
~ut ue at any level of its existence: financial group, cartel, national 
is r · ul · al · tal · f ml 'tal bloc etc. And even if partic ar nation capi s urn or Y capi , , ul . . t. all 

ountered the same obstacles to accum ation intema ion y, 
ehnc would still face the necessity to expand or die at each other's 
t ey bli h d · · 

ense. Like monopolistic agreements, the esta s e partition 
exp d h · · l' t · of the world is inherently unstable, an t e imperia is s are .in-
evitably compelled to go over from a relatively peaceful reshu~~mg 
(of gains here and losses there) .to armed ~truggle for the repartition
. g of colonies and spheres of influence in tote. In short, the neces
:ry ~edivision can be effected neither piecemeal nor ~eacefully: 

Lenin's emphasis on uneven development flo~s from ~is em~hasis 
on the anarchy of capitalist rlr?duction. It was in .the hei~hterui:g .of 
this anarchy-and the inten;i'ft.ed rivalry ~on~ different in:iperialist 
powers, which is a concentra~e? expression of it-that Lerun ~ought 
an explanation for the volatility of the m.od~rn. e.ra. (He did ~ot 
narrowly focus on cyclical developments in mdividu.al countri~s, 
nor did he look principally to the aggregate global profit rate, t? ~is
cover the cause and form of world crisis.) Because of the d~~vmg 
force of anarchy, imperialism cannot be permanently sta?~zed. 
And the law of uneven development helps explain why this is not 
possible, whether through intensified exploitation, mutual respect 
for spheres of influence, trade protocols, or any other measure. 

Nevertheless, a great deal of confusion surrounds the concept ?f 
uneven development, especially its political implication~. Lenin 
did not reduce the compulsion to redivide the world to this law as 
such· for him it was but one very important manifestation of the 
mor~ fundamental and underlying anarchy of social production. At 
the same time, Lenin stressed, political and superstructural.f~ctors 
play a very crucial role in the actual constellation and co~hsion of 
international forces. The law of uneven development neither ad
duces an archetypal scenario of how imperialist powers array 
themselves in the drive towards war, nor does it lead to the proposi
tion that some powers face greater necessity - or justification - to 
seek out a redivision than do others. 

There is a tradition that actually runs counter to Leninism, and 
that twists the law of uneven development into a mechanistic and 
economist rendering of world events. In the aftermath of World 
War 1, for instance, the international communist movement pr.e
dicted military conflict between th~ United S~ates ~d Great Brit
ain, based on the differences and divergence in their growth. rates 
and economic development. This distortion has also been linked 
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historically with attempts to extract from the law of uneven devel
opment a rationale for politically expedient and self-serving 
policies. During the 1930s and 1940s - at those times when the 
Soviet Union was working for and entering into alliance with the 
Allies - it was argued that the fascist powers posed more of a 
danger to the people of the world than did their democratic 
counterparts and stood more to blame for the outbreak of World 
War 2. This notion that some imperialist powers have more ag
gressive designs on the world, based on some confection of 
political-military strength and economic weakness (or vice versa), 
has been a philosopher's stone for outright social-chauvinism. In 
the name of a "greater fascist danger," the Communist Parties in 
the Allied imperialist countries pursued policies that objectively 
aided the conquests by their own bourgeoisies. In the name of a 
"greater" Soviet danger, the "three worlds theory" propagated by 
the Chinese revisionists, headed by Deng Xiaoping, sanctifies 
capitulation to the Western bloc (a position which could easily flip 
to capitulation to the Soviet Union since it is predicated on a "main 
danger"). With the accumulation of further experience and under
standing, it becomes necessary and possible to build on Lenin's 
scientific and internationalist explanation of the underlying cause 
and class character of interimperialist war. 

Let us begin with the role of superstructural influences and the 
relation between political and economic factors. The principal and 
decisive rivalries in a particular spiral are not merely extensions of 
economic competition, and war does not invariably break out 
when a major change occurs in the balance of economic strength 
between vying imperialist powers. Many other developments in 
the political and economic realm occur which shape particular 
alignments and which may precipitate the actual escalation to 
military conflict. 168 We mentioned the erroneous conclusions 
drawn by the Comintern from the real economic combat between 
the two strongest industrial powers in the 1920s. Similarly, there is 
today intense economic competition between Japan and other im
perialists in the U.S.-led bloc, including the U.S. but even more so 
the various West European powers - indeed, this may well be the 
sharpest economic competition raging in the world - and yet these 

168 The political division of the world also includes as a major element the strength 
and actual disposition of forces of the international proletariat. This was one very im
portant factor that helped weld together the imperialist bloc headed by the U.S. at the 
end of World War 2. 
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owers are not preparing to assault each other ~ilitarily. They are, 
P fact lining up in the same war bloc, for the time being at least, 
in d e;en should they end up in opposing blocs as a result of some 
~'~witching of sides, 11 that would not be a direct outcome of the 

nomic competition between them, but a product of overall 
eco · f d' · · world relations and the overall intensification o contr_a ictions, in 

articular among the imperialists. Rivalry expresses t?e unde:lyf ng economic contradictions of capital, but not as a direct or im-
mediate correlate. . . 

This phenomenon of "lining up" is of necessity mainly a matter 
of political and military strength; in the context of the P.res~nt 
spiral, the United States and the ~o_v~et Union ~~e the two ma3or im
perialist powers capable of >pob~hzing .~he mih.tary resources and 
marshaling the political stre~th in the international aren~ to fo~ge 
and lead war blocs. In fact, the United States and the Soviet Union 
have not been mainly engaged in an economic contest that has sud
denly become military. Their interactio.n has not princ~pally taken 
the form of outproducing and out-trading each other in t~e s~me 
markets, nor have they been busily invading ai;id muscling int? 
each other's markets. Essentially, their contention on a strategzc 
level has subsumed and conditioned economic conflicts. 

The ability of each imperialist count:y t~ contend in.ternation
ally depends on its aggregate power, which is not reduc~ble to the 
size of its GNP or the volume of industrial output. In this connec-
tion Lenin noted: 

(S]trength varies with the degree of econ~mic and ~o~itical develop
ment. In order to understand what is taking place, it is necessary to 
know what questions are settled by the changes in strength .. The 
question as to whether these changes are ''purel~'' econo~ic or 
noneconomic (e.g., military) is a secondary one, which cannot in the 
least affect the fundamental views on the latest epoch of 
capitalism. 169 

Quite obviously, for instance, the political strength of the .soviet 
Union is far greater than what its economic base, pure and simple, 
would suggest. Although its clout is hardly unrel~ted to ~h~t 
economic strength - which is indeed important - by itself, this is 
secondary. 

Now Lenin's application of the concept of uneven development 

1 6~ Imperialism, p. 89 (LCW, 22, p. 253). 
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to the relations between nation-states - i.e. , that different imperi
alist powers at any given time experience unequal rates of growth 
and occupy different positions in the structure of international rela
tions - has been invoked by various opportunists to support na
tional defensism. This is the notion that the cause of interimperial
ist war resides in a certain disequilibrium between, on the one side, 
those advanced powers which enjoy political hegemony in the 
world (over colonies, well-developed trade and currency zones, 
etc.) and yet whose economic strength is no longer commensurate 
with such spoils and, on the other side, the parvenus whose 
economic dynamism is constrained by the political muscle of the 
"privileged" powers. Depending on the imperialist loyalties of the 
particular theorists, one side or the other is the culprit. The' 'under
dogs" who had been "pushed around" and denied their "rightful" 
place in world affairs by the more established powers have no 
choice but to regain or assert their national rights and even to 
''liberate'' the oppressed in countries dominated by their rivals; or, 
alternately, these upstarts, who are more aggressive, bellicose, and 
the real instigators of war, force the dominant powers to "defend" 
a " legitimate" status quo and to "protect" those under their jack
boot from the onset of worse horrors. Such arguments were flung 
about and canonized during the last two world wars; they were per
nicious and self-serving then and are every bit as wrong and 
chauvinist today. 

Is it true that some imperialist powers are ''hungrier'' than 
others? Is the root cause of interimperialist war the disparity origi
nating in the outcome of previous wars between the victors and 
vanquished or between imperialist "haves" and "have-nots"? 
Scientific analysis proves otherwise. We are dealing with the com
plex modalities of internationalized capitals. These nodal points in 
t~e dev~lopment of a spiral, which world wars have to date signi
fied, arise when the structure of capital on a world scale and the 
structure of international power relations compel the imperialist 
powers to seek a new, more favorable division of the world. With 
respect to the current spiral, the Soviet Union has not surpassed the 
U.S. in overall economic strength or grown faster than Japan; yet it 
requires a larger sphere of influence than it now has to resolve the 
crisis within its bloc. The United States, on the other hand, has not 
completely lost its economic preeminence, yet it no less desper
ately needs a redivision of the world. All imperialisms must re
structure on the basis of expansion. Not only this, but each must 
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prevent the other from obtaining a more favorable division of the 
orld. i10 

w That the "lesser" imperialists of this spiral must " line up" with 
either the U.S. or the Soviet imperialists scarcely lets them ''off the 
hook." They are no less subject to these objective laws and, actually, 
uneven development among the U.S. and its European and Japa
nese allies is one factor inducing these '' lesser '' imperialists them
selves to seek a more favorable division of the world, although, 
paradoxically, they can only do this by allying with the United 
States (or switching to a comparable "junior slot" in the opposing 
Soviet-led bloc). And, so, while superstructural factors interpene
trate with economic laws - in this case, strategic necessity mutes 
the anarchy and uneveiµ developme.nt among the imperialists 
within one bloc - anarcH¥and rivalry in the world as a whole can
not be overcome. The contradictions arising from the accumulation 
process within one bloc cannot be permanently contained. Rather, 
they are desperately channeled into antagonistic confrontation 
with another bloc (although contention will continue within these 
blocs). Thus, there is necessity on both sides and within both blocs. 

The only way that the requisite recasting can be effected is 
through war. At a certain point, particular national capitals (or 
blocs of such capitals) emerge as direct and immediate barriers to 
each other. What transforms a particular international framework 
into an obstacle to the continued expansion and reorganization of 
capital is the dialectical interaction of economic crisis, developing 
out of a specific dynamic of internationalized accumulation, with 
the political challenge of rival imperialist powers - all of which is 
affected as well by revolutionary struggles in various countries 
(and the class struggle, on one level or another, within all 
countries). 

In this context we must examine how relatively separate im-
perialist capitals codetermine the barriers each confronts. We have 
spoken of internationalized capital flows, yet these are deformed 
and broken up by monopoly, national states, blocs, and colonial 
systems. In the previous spiral, there was a specifiable sterling 
zone, a franc zone, etc., and in this spiral there are two relatively in
dependent blocs. As a result , varied but definite patterns of ac-

110 Here it might also be pointed out that in World War 1 and World ~ar 2, i~
perialist powers lacking a favorable division of the world and beset with maJor 
weaknesses could be found on both sides. 
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cumulation can be discerned in individual countries and blocs and 
a rather clear bloc-wide dynamic of crisis can be mapped in the 
U.S. and Soviet blocs, respectively; in the U.S.-led bloc, this 
dynamic found concentrated expression in the synchronized 
downturn of 1973-75 which was linked with an ensemble of histor
ical factors, including capital flow patterns among the imperialists, 
the Vietnam War, and other phenomena. However, particular na
tional and bloc formations are indissolubly part of a single, world 
imperialist economy. They are mutually determined and in
tegrated into a single process of world accumulation. 

In essence, division into countries and blocs is relative and con
ditional. Capital tends to flow, albeit unevenly, to the maximum ex
tent permitted by the bounds of a specific political division. Within 
the whole of the imperialist-dominated world, imperialist capitals 
act reciprocally on each other, exactly because capital accumulates 
internationally and exactly because capital remains profoundly na
tional. That is, they interact as rivals in a world that can only be 
redivided among them. In short, these discrete elements taken 
together constitute and are integrated into a single process, a pro
cess which reacts back through these boundaries and divisions. 
Whatever particular configuration political alliances and boun
daries, currency and trade zones may take, there is but one world to 
be divided. Hence, the thrust of accumulation in particular coun
tries and blocs must bear on others. 

On the most obvious level, capital flows tend to penetrate bar
riers erected by other imperialist states (or blocs), if initially as a 
trickle. In this spiral, for instance, the two blocs have been more 
isolated from each other than were the opposing groups of im
perialist capital in the pre-World War 2 period (although the world 
as a whole is far more integrated). Nevertheless, an increasing 
degree of interpenetration could be observed through the 1970s 
and early 1980s. This is especially true in the neocolonies, like In
dia, but is also of some moment in Western and Eastern Europe, 
with Poland, perhaps, the most striking example. Clearly, such 
flows are connected with the economic crisis in the Western 
alliance (and earlier attempts to expand investment opportunities) 
and with certain long-term structural weaknesses and deforma
tions in the Eastern bloc. But these capital movements have also 
had distinctive political and strategic overtones. This emphasizes 
the role of rivalry in establishing contact points and transmission 
belts of crisis between such blocs (although these flows have not 
eroded the structure or obliterated the dynamics of bloc-wide 
development). 

http://www.dztsg.net/doc 

Political Economy: Imperialism and Revolution 147 

Indeed, as emphasized, rivalry is inseparably linked with the 
· nternationalization of capital. Yet the impact of rivalry is not redu
~ible to the sheer magnitude of inter-bloc capital flows nor is recip
rocal influence tantamount to the possible "echo" effects of crisis 
in one bloc on conditions in another. Some further illustrations 
from the current spiral will help clarify the .fact that imperialist 
capitals, by dint of their internationalized mode of existence in a 
world completely divided up, mutually condition each other. 

In the early and mid-1960s, particularly after the Cuban missile 
crisis, there was no military confrontation between the United 
States and the Soviet Union; in many parts of the world they ac
tually colluded with each other.Nevertheless, the United States did 
not at this time simply exp~ capital on the basis of where it could 
obtain the highest rate of return. The U.S. imperialists took into ac
count the position of the Soviet Union as a potential global adver
sary. Even though the Alliance For Progress was carried out mainly 
to restructure capital and to derail mass struggles in Latin America, 
it was also formulated with an eye towards countering Soviet in
fluence, or, more precisely, preserving the upper hand for U.S. im
perialism in the context of U.S.-Soviet collusion. The Soviets, 
needless to say, also made similar calculations. Yet more striking, 
perhaps, is how such rivalry, even when it is not filtered through 
such capital flows, still has important economic repercussions. 

One of the major expressions of uneven development between 
the two blocs is the extremely unbalanced structure of the Soviet 
economy, specifically a bloated, resource-draining military and an 
associated heavy industrial sector, which lends a peculiar complex
ion to crisis in that country and its bloc. But this can hardly be 
separated from the necessity faced by the Soviets to respond to the 
United States on the international plane. When the Soviet Union 
emerged as an imperialist power in the 1950s, it confronted a 
previously determined division of the world, largely reflecting the 
dominance of U.S. imperialism, which influenced how and to what 
degree the Soviet social-imperialists mobilized and allocated 
capital. The prevailing division of the world, coupled with a com
plex of international economic relations and political struggles, 
reacted upon the internal necessity of the Soviet Union to expand 
and ultimately to recast this very division of the world. 171 

111 If the Soviet Union faces in the United States a stronger imperialism, with a 
more developed international network, it is also the case that the Soviet Union has 
not "come out of nowhere." It was able to pull an entire part of the world, notably 
large sections of Eastern Europe which had been in various stages of political transi-
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This international framework and rivalry, interacting with the 
historical foundation upon which capitalism was restored in the 
Soviet Union (a highly centralized, planned economy) and with revi
sionist ideology itself, has resulted in a massively bureaucratized and 
militarized economy that is at once an Achilles' heel and a source of 
strength. In one context, then, the Soviet bloc's economic problems 
are external to those of the West; in another, broader context they 
mutually and reciprocally interpenetrate with Western problems 
- and only by dealing with its global antagonist can the Soviet bloc 
overcome its crisis. 

XII 

Thus far in the history of imperialism, world war has constituted a 
nodal point in the transition from one spiral to the next; objectively, 
these have been war-to-war spirals. Indeed, one of the most crucial 
features of the imperialist epoch is the purgative function world 
war plays in the accumulation process. World war is mainly a prod
uct of the anarchy/organization contradiction. Polarization into and 
the confrontation between two political-military blocs is a concen
trated expression of the struggle among "many capitals" and the 
underlying necessity of capital to reorganize its conditions of ex
istence. Not until imperialism is overthrown can such wars be 
eliminated; their basis lies in the very requirements of this mode of 
production. 

In the imperialist era, the appearance of crisis signifies that cer
tain economic contradictions and political conflicts have arisen in 
the context of the existing division of the world and, yet, cannot be 
overcome within it , thrusting the world imperialist system into 
convulsions. This is distinct from premonopoly crisis which arose 
mainly from within a national framework. To be sure, classical crises 
were never ''purely economic'' affairs. But the preconditions for 

tion, into its imperialist orbit, based on the leadership it previously exercised over 
them in the socialist camp, on a critical mass of military strength, and on the forms of 
economic integration previously established. This, along with its ability to also 
transform its relations with some Third World countries relatively quickly, provided 
it with certain reserves useful to its interests. Though not so significant a factor as the 
division of the world it faced, the fact that it could begin to forge its own international 
division of labor also influenced the internal structure of its economy and imposed 
new requirements on it. 
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he resolution of imperialist crisis are more emphatically and 
~ecisively situat~d i~ the real~ of ~he superstructure. ~he destruc
tion and reorganization of capital is now bound up with and ulti
rnately hinges on the political-military defeat of some imperialisms 
by others. War and its outcome create a new structure for the world 
economy and establish an environment within which it becomes 
possible to do certain things. A new division of the world is the 
rnain determinant, apart from the limiting factor of revolution, of 
capital's ability to reorganize its international coordinates. So, if 
one were to ask what catapulted the United States to the top of the 
imperialist hierarchy, the answer is World War 2, not the gradual 
economic or technological overtaking of others. To account for the 
twenty-five year period giylative stability and expansion in the 
U.S. bloc after World War 2, one must start with the economic and 
political changes wrought by that war, the total reorganization of 
capital, and the redistribution of colonies and spheres of influence 
its outcome entailed. These were what enabled the U.S. im
perialists to restructure the world capitalist order, in a manner 
favorable not only to their own interests but to the accumulation 
process in general. 112 

We have stressed that imperialist capital is anchored to national 
markets and states at the same time that it must function as inter
nationalized capital. With the accumulation and sharpening of con
tradictions in the international arena, a threshold is reached when 
only the establishment of new power relations, by and to the ad
vantage of particular imperialists, will permit the institution of new 
economic relations adequate to the global needs of imperialist 
capital. Things are not simply put back to where they were before 
the outbreak of war; the same capitals are not born again out of the 
ashes. The violent recasting of the international framework 
~hrough war represents a leap in the organization of international
ized capital: the structure and allocation of capital, within national 
formations and on a world scale, is transformed. Crisis is the teal 
concentration and forcible adjustment of the contradictions of 
bourgeois economy. In the imperialist epoch interimperialist war is 
the only substantial "adjustment" of these contradictions that can occur, 
that is, outside their worldwide revolutionary resolution. 

112 
That the other imperialists were "dealt in" to the postwar arrangements was 

connected to the confrontation with the socialist camp, and that such an order was 
est~bl~shed was connected to the overwhelmingly dominant position of U.S. im
penahsm. 
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War, however, is not an economic phenomenon, like merger, al
though war mobilization has important economic effects which 
will be discussed shortly. The imperialists do not consciously go to 
war to restructure capital; they wage war because they must defeat 
global rivals and redivide the world. Interimperialist rivalry cul
minating in the violent collision of imperialist national capitals is 
not, therefore, the same as economic competition or simply a re
sponse to economic pressures; interimperialist rivalry and war 
have their own internal logic. More specifically, the intensification 
of contradictions in a particular spiral reaches a point past which a 
major strategic gain by either side can no longer occur without rup
turing the whole framework. Any change of such magnitude in the 
international equation might embolden the immediate beneficiary 
to launch a bid for decisive advantage and supremacy or precipitate 
a massive, preemptive response from the other. Given these condi
tions, a major revolutionary upsurge or economic jolt in one or 
several countries or within a bloc would seriously affect the 
balance of strength and perhaps decisively influence the whole 
matrix and the imperialists' whole calculus. In any case, an in
herently unstable and mutually threatening situation must be over
come - one side must prevail over the other. 

War, then, has its own dialectic. The imperialists do not go to 
war to escape depression or only after economic crisis has 
deteriorated to a predetermined breaking point. World War 1, for 
example, did not occur amidst a worldwide depression, yet World 
War 2 did. And the Depression of the 1930s was not the key mo
ment of that spiral; the war itself was. The destruction and carnage 
of that war was not somehow a direct function of the preceding 
level of unemployment or decline in industrial output. It was 
linked with the intensity and scope of interimperialist rivalry 
(which was entwined with but not reducible to economic crisis), 
further developments in military technology (weapons, transport, 
and delivery systems), and the whole motion of imperialism 
towards further integration of the world and the intensification of 
its major contradictions. In the present spiral, there may be a 
depression like that of the 1930s prior to the outbreak of world wa~, 
but the imperialists may well have to go to war (unless this war is 
prevented by revolution) before the world economy reaches such a 
pass. Nevertheless, imperialism is today confronted with its most 
serious crisis. 

Still, if war has its own logic, that logic and the resultant destruc
tion are a continuation of a certain class politics, serve specific class 
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d and grow out of the environment of commodity production. 
en s, f . . . l' k d the transformations and outcome o inter1mper1a 1st war ma e 
~n ossible and necessary for the victorious capitals to put things 
it pk together on the most favorable footing, in accordance with the 
baC d . h . . l' laws of capitalist ~ccum.ul~tion as expresse in .t e u~peria ist 

ch. Again, the 1mper1ahsts cannot escape their environment 
ep~ capital cannot simply maintain itself and its international inter
anlations as they have been. The contradictory process of the 
~~struction and restructuring of capital - which is at the heart of 
capitalist accumulation - is heightened in this era. 

The immediate object of interimperialist war is to knock down 
rivals, to qualitatively enhance and bolster the global leverage and 
freedom of expansion of some imperialist capitals at the expense of 
others. Whether or not the imperialists subjectively recognize this, 
the economic factor objectively compelling world war is the inabili
ty of capital to adequately reorganize its overall relat~ons of produc
tion, its general international framework. Yet war is more than a 
singular concentration of the contradictions of accumulation and 
the struggle between imperialist rivals. The intensification of 
rivalry and the murmurings of upheaval in the colonies a~d ad
vanced countries, or the potential for and the actual eruption of 
really cataclysmic revolutionary struggles, are all dialectically 
related. As contradictions gather force and become more explo
sively concentrated in the international arena, the imperialists 
recognize that their entire order - and their own place in it - is at 
stake; which is to say, they must deal with economic dislocations, 
global adversaries, and the oppressed people in a more conclusive 
fashion. Put differently, world war becomes, for the imperialists, 
the only way out of this kind of all-consuming and multidimen
sional crisis. 

If they are to temporarily resolve any of the major contradic
tions they face, the imperialists must go to war and carve out a new 
division of spoils. Again, not to risk war is to guarantee losing con
trol over everything, since the contradictions can only grow more 
intense and the contagion of political and economic crisis will 
spread. These pressures and constraints are transmuted into the 
drive for global power and supremacy. Consider the situ~~ior: of 
Nazi Germany. Suppression of the masses and war mobilization 
were quite obviously related to economic crisis and rivalry, in par
ticular, to satisfying the international requirements of German 
c.apital. But the temporary stabilization associated with mobil~z~
hon and, more important and fundamental, the struggle for red1v1-
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sion and its fruits were also essential towards combating the 
reemergence and exacerbation of the very conditions that bred in
surrection and threatened the very rule of German capital in the 
post-World War 1 period. This is not to say that the imperialists 
specifically launch war to forestall revolution, or that it is only 
under revolutionary pressure that they will pursue this form of 
conflict. Rather, it is to underscore both the omnibus crisis condi
tions which engulf them and the limited number of actual options 
at hand. 

In a certain sense, the metaphor "window of vulnerability" (or 
"opportunity") that has been bandied about by the U.S. imperial
ists captures the reality of their situation. If the Soviets do not act 
against the U.S. within a certain time frame - and the U.S. im
perialists also apply this logic from their perspective - then, given 
the overall situation, they may suffer a catastrophic defeat. For 
both blocs, there exists the danger of unraveling and crumbling on 
many different fronts, economic and political, including revolu
tions in the Brazils or Indias and the possibility of social-political 
crises in the imperialist citadels themselves leading to revolu
tionary initiatives, perhaps even successful revolutions. Indeed, 
countering this pervasive vulnerability - even at the cost of wiping 
out much of human civilization - is part of the underlying, if 
obscene, logic of imperialist war. 

The redistribution and concentration of political power among 
the imperialists is the fundamental condition for recomposing the 
international interrelations of capital in a manner favorable to re
newed accumulation. One or the other antagonist must be knocked 
down and subordinated. 173 Capitalism's ability to overcome global 
crisis hinges on the wholesale reorganization of the imperialist
dominated world, within which the reallocation of colonial ter
ritories plays a pivotal role. That many of the most crucial battles 
during the last two world wars were fought in Europe is not at odds 

173 Consequently, while the imperialists might factor the preservation of some pro
ductive forces into their military calculations - in the choice, for instance, of 
military or population versus industrial targets - this is secondary to and overridden 
by the need to cripple the war-making capacity of an adversary. The basic law of 
warfare holds: to preserve oneself it is necessary to destroy one's enemy. On the 
other hand, it is not always possible - or necessarily desirable - for some imperial
ists to fully vanquish their rivals. Rather, they seek the most favorable terms of vic
tory given the actual military course of war and the various political factors that 
come to bear on its resolution, including domestic morale and revolutionary ad
vances in various parts of the world. 
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•th the fact that the most decisive areas into which imperialist 
wt ital must expand are the colonies. 
cap The object of the struggle for world supremacy is not the plun
der of the domestic imperialist economies; the previous two world 
wars have not resulted in the wholesale colonization of some im-

erialisms by others. Of course, the exigencies of war dictate inva
~ions and occupations; moreover, the victorious imperialists will 
(or can, for that matter) hardly reorganize things on the basis of 
equality among imp.erialisms. ~ut previous ~nterimperialist oc
cupations have, despite the practice of annexation and the redraw
ing of boundaries, been largely temporary and selective (the parti
tion of Germany and the deployment of NATO troops in West Ger
many is inseparable from the ''containment'' of the Soviet Union), 
and the bourgeoisies of these countries have generally neither lost 
their independence nor ceased being imperialists, although im
perialism can certainly create new states (as it did out of the Austro
Hungarian empire, for example). 

It is, above all, the redistribution and more thoroughgoing pene
tration and subordination of already oppressed nations for which 
the imperialists fight, and, in the aftermath of war, the social struc
tures and political economies of the oppressed nations reflect 
this. 174 To the victors goes the fundamental right and privilege of 

174 The very cohesiveness of the imperialist social formations presents obstacles to 
long-term external control of these countries and the deracination of a national im
perialist bourgeoisie. Their social and historical development militates against 
wholesale domination by other imperialisms. Germany, for instance, was divided at 
the end of World War 2, but it was not annexed or turned into a French department 
like Algeria. The imperialists require a modicum of allegiance, or at least passivity, 
from the metropolitan working classes; they also face the task of forging new inter
imperialist alliances. Hence, there are political imperatives which impede the "colo
nization" of the advanced countries and which preserve the distinction between the 
oppressor and oppressed nations (even where some of the former have been 
defeated in war). The working class can be put on rations in the imperialist countries, 
but this itself bespeaks an objective necessity to attend to the maintenance of a work 
force. In the oppressed nations, where traditional, subsistence modes of production 
persist to varying degrees and where there is a huge surplus layer of the work force, 
the imperialists need not concern themselves to the same extent with the reproduc
tion and sustenance of a local proletariat. With respect to the colonies, the territorial 
division of the world need not assume the form of open colonization or formal 
agreements and condominiums. It is bound up with the overall exercise of political, 
economic, and military control - thus the widespread practice of neocolonialism, 
especially since the end of World War 2. Rarely are colonial preserves or national 
~arkets in general wholly protected from other capitals, although the preponderant 
influence of one or allied powers over particular markets and regions establishes the 
objective basis for spheres of influence and blocs. 
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becoming the dominant exploiters of the colonies: this is the foun
dation of a new imperial order. Still, the determining element 
overall is the international framework as a whole, not the colonies 
taken by themselves. With the establishment of new imperialist 
power relations and a new structure of capital it becomes possible 
to exploit the colonies on terms and in a context which pushes ac
cumulation qualitatively forward. 175 

But even the restructuring of the entire imperialist order can 
only be partial and temporary; the convergence and intensification 
of world contradictions also propel major revolutionary advances, 
and the outcome of these wars ultimately intensifies the fundamen
tal contradiction of the bourgeois epoch. In this light, let us turn to 
the question of restructuring. 

Classical overproduction crises resolved themselves, it will be 
recalled, through the destruction of a portion of the total capital; out 
of the struggle for survival emerged not only larger, but more effi
cient units of capital. The restructuring of a critical segment of the 
total capital altered the overall value composition and structure of 
capital, thereby restoring conditions of profitability. In the imperi
alist stage, world war objectively performs a similar purgative 
function. The purgative thrust of world war interacts with other 
political factors and the crisis tendencies of capital. In the dynamic 
of events and transformations leading up to war, and still more in 
its prosecution and aftermath, a complex process of destructive 
renewal and reorganization takes place. This results in more efficient 
capitals within the imperialist countries, that is, a more efficient 
mass of national capital, predicated on modernization and capital's 
distribution in new proportions. And it can effect the establishment 
of a more efficient international division of labor. 

175 This means that even the opening of a vast new market in the colonies may not, 
at a given point in a spiral, substantially push forward accumulation. That China, for 
instance, has thrown itself open to Western capital - its capitulation at least now 
taking the form of moving into the orbit of the Western bloc - has had no significant 
leavening effect on crisis, nor has it obviated the need for total redivision, visions of a 
one-billion person consumer market notwithstanding. The depth of the world 
economic crisis, from which China is now hardly immune, sets limits to the tapping 
of these possibilities and the intensity of interimperialist rivalry imposes additional 
constraints on the viability of piecemeal restructuring. The primacy of the interna
tional framework does not mean, then , that with some switches by particular coun
tries from one bloc to another the international conditions will thereby ripen for ac
cumulation - it is precisely this entire framework as such that must be altered as the 
necessary condition for thoroughly exploiting such areas of investment and markets. 
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Crisis continues to play a purgative role in the imperialist era. 
There is still a process of ''weeding out'' and ''eating up'' going on, 
nd it is raised to a higher level, with the very big absorbing the 

a ery big. In the monopoly stage of capitalism, however, the maneu
~ering room of the bourgeoisie, as concentrated in the countercrisis 
measures of the imperialist state (the scope of which depends on 
international reserves and political necessity), increases for a time, 
only to turn into its opposite and impose far greater necessity. 
These attemptsito broadly counteract disruptive trends and to 
forestall the collapse of large monopolized capitals, with its poten
tially devastating consequences, are particular to the development 
and unfolding of imperialist crisis. But at a deeper level, counter
crisis initiatives are a manifestation of the heightening of the con
tradiction between organization and anarchy - because they only 
make for a more explosive situation. 176 

Hence, if the destructive force of crisis is temporarily attenu
ated, eventually it will assert itself more powerfully. Yet exactly 
because capital functions in an international framework~ntral to 
which is imperialist (nation-state) rivalry, this dynamic is linked 
with and becomes part of an even more violent struggle for the 
' 'survival of the fittest'' - interimperialist war. The economic pro
cesses associated with crisis do not in themselves, either in in
dividual countries or aggregately, generate the requisite conditions 
for the successful renewal of accumulation, for the qualitative 
recasting that is objectively demanded. 

The centralized mobilization of human, technical, and financial 
resources is the sine qua non of total war. The organization of war 
production is founded on unprecedented rationalization, the con
crete forms of which vary according to historical circumstances. 
The state must intervene more forcefully , mandating and presiding 
over merger and financial restructuring, and the selective disburse
ment of war contracts promotes further centralization. 

War production in general elicits expansion and facilitates econ
omies of scale, while raw materials must be husbanded and waste 
reduced, and labor discipline must be exacted more ruthlessly. At 

11
" Indeed, the unprecedented seriousness of the current crisis stems in part from 

the ''pressure-cooker'' atmosphere as the imperialists have tried to keep so many dif
ferent components of internationalized accumulation intact. Another sign of-the in
creased anarchy of capitalism is that more powerfully situated monopolies may 
Weed out more efficient nonmonopolies and more efficient, but "lesser," 
monopolies; in this sense, the purgative function is also distorted. 
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the level of productive technique, new or previously unprofitable 
technologies are tapped and pressed into service, even spawning 
new industries. For example, the fundamental impetus for large
scale airplane manufacture came from World War 1, and various 
synthetic materials and the modern electronics industry were 
basically products of the Second World War. The "eating up" of 
less efficient capital by more efficient capital and the rechanneling 
of resources as part of war-related investment spur higher levels of 
productivity. Although such measures are temporary, their effects 
are long-term. 177 And on the heels of war, an initial stimulus to pro
duction comes from the reconversion needs associated with pent
up demand and reconstruction. 

If the imperialists can embark on such rationalization, then why 
do they not continue with such domestic restructuring instead of 
going to war? Simply because they can do this only for so long. The 
allocation and absorption of resources required by an enlarged 
military sector create massive imbalances, result in the severe 
restriction of consumer goods production (with all the political 
fallout that entails), and lead to the erosion of the very base on 
which the military rests. Without a redivision of the world, 
militarization only aggravates the dynamic of crisis and actually ac
celerates the drive toward war precisely because it throws the 
economy even more off-balance and cannot be profitably sus
tained. A war economy, then, is itself not the fundamental solution 
to crisis, but only a means to obtain and protect the spoils of con
quest. Lacking this, it loses not only its raison d'etre, but the means 
to continue. 178 

177 For. a. consi?erable period during World Wars 1 and 2, capital was operating 
more eff1c1ently 1n all the adversary economies. In the immediate aftermath of these 
wars the surviving mass of imperialist capital was still on the whole newer, relative 
to prewar productive capacity. 

•rn One hackneyed social-reformist argument holds that war is in essence a plot by 
the munitions makers (or, less crudely put, that war production simply makes for 
profitab~e business). The imperialists go to war, it is argued, to rev up their flagging 
economies. This denies both the reality of interimperialist rivalry, stemming from 
real material conflicts, and the very character of armaments production. In the final 
a~alys~s , without an international base of surplus value to support it, military expen
diture 1s a drag on the reproductive process, as essential as it is to the demands of em
pire. (The political economy of military expenditure will be analyzed in a subsequent 
volume.) The corollary proposition, i.e., that the imperialists should be building 
schools and hospitals instead of tanks and missiles, masks the fact that profit rules 
production and that the imperialists must at certain points redivide the world 
through war, which means they must prepare for it, and that they must have 
massive military strength for "lesser wars" and for the purpose of intimidating ac
tual or potential rivals as well as oppressed masses. 
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Nor does physical destruction in itself render capital more 
profitable. If this were all that was required, the capitalists could 
just as well blow up their own factories and burn down their cities 
_ a veritable orgy of self-destruction as a basis for reconstruction. 
Certainly, a considerable portion of the productive forces is 
physical~y wiped ou.t by war, but wh~t f~cilitates re~ov:ry and e~
pansio~ is not the simple act of. rebu1~ding. The polnt is that this 
rebuilding can now be accomplished in a more concentrated and 
centralized way and on a new political basis, that is, in the context 
of new international alignments and division of colonies. 

All these economic changes - through crisis, war production, 
and reconstruction - are secondary to and only become operative 
as more or less stimulative factors in ~onnection with the concrete 
shift in international political relations achieved through war and 
the reorganization of production relations made possible on the 
basis of its outcome. This process of reorganization goes on all the 
time, but it now. t.akes a q~a~it~tive leap. What)is ~he relations~ip 
between the politics of redivision and the econbmics of a massive 
and global restructuring of capital? The key link in this process is 
the triumph of some imperialist powers over others and the degree 
to which they can stave off revolutionary advances in various parts 
of the world. 

Crisis grows out of the interaction of many capitals in the inter
national arena. This driving force of accumulation is conditioned 
by the general features of the epoch - the modus operandi of 
finance capital, the structural differences between the oppressor 
and oppressed nations, etc. - and by the particularities of each 
spiral, such as the political alignments defining a specific ''oper
ating fraternity'' of imperialist capitals and the various political and 
revolutionary struggles in the world. The accentuated anarchy to 
which this gives rise can only be overcome by the victory of some 
over others. This is principal. Secondarily, within all these coun
tries, the weaker (and often less efficient) capitals, as we have seen, 
are absorbed or eliminated in the centralizing tendencies which 
gather momentum through crisis and war preparations. The defeat 
and subordination of certain imperialist powers diminishes for a 
while the intensity of global antagonism among the imperialists. 
The economic base from which and the international network 
through which the defeated powers formerly pursued their im
perial ambitions at cross-purposes with the ambitions of others, 
a.re shattered or greatly weakened. As a consequence, the victo
rious powers obtain a new degree of flexibility and maneuver
ability in the world. But pounding a rival into submission and 
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rest~ucturing capital are, of course, not one and the same thing. 
While dependent on the former, the latter is a distinct process and 
its substance requires closer·examination. 

One aspect of reorganization is its impact on the international 
division of labor, the specific range of which is established by the 
concrete relations between victors and vanquished among the im
perialists and by the scope of revolutionary advance (the im
perialists must maintain their rule over the masses in their citadels 
and maintain their hold over as many of the colonies as possible). 
The international division of labor involves the allocation of social 
labor towards.the production of specific material elements entering 
the reproductive process. The enlargement or contraction of inter
natio.n~l spheres of influence and their overall level of integration 
cond1t1on the nature and forms of international specialization of 
production of particular use values. And this bears directly on the 
degree to which the comparative productivity advantages of par
ticular national units of capital can be brought into play. 

Where capital is exported, which industries are expanded over
seas relative to their previous domestic concentration, and, in 
general, what is developed and where, are all principally deter
mined through the international restructuring of capital. Within a 
new imperialist hierarchy the possibilities for a new and more ra
tional distribution of productive efficiencies are enhanced. 
Through World War 2 the victorious imperialists lifted various 
trade and investment barriers in order to facilitate more extensive 
capital flows, access to raw materials, etc. Some illustrations may 
be useful. Post-World War 2 West Germany did not rebuild its 
economy or trade patterns along the model of Germany's prewar 
structure. As it had now become part of a more integrated bloc, this 
national capital could, for instance, rely on other imperialists for 
certain inputs which previously it produced domestically, though 
less efficiently. Consequently, investment resources were directed 
into other areas. Moreover, since much of the rebuilding was from 
the ground up, the new capital formed was more technically ad
vanced than its counterpart in some other imperialist countries, 
and this in turn contributed to the overall productivity of the 
bloc. 179 And since West Germany and Japan were dealt in to the 

11
'
1 The victors reorganize on the basis of spoils; they do not face the same necessity 

(as the vanquished have) to largely build from scratch to catch up and eventually 
overta~e. H~re the questi?n of which use values are produced in which proportions 
dovetails with the question of the internal expansion of parasitic sectors in the 
economies of the victors as a function of their international position. 
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new intra-bloc arrangements (indeed, Germany's historical pattern 
of trade with the primary producers of Eastern Europe was radi
cally altered as a result of the new political situation), they could, 
for example, receive cheap oil from the Middle East, which also in
fluenced both the allocation and profitability of the mass of West 
German and of Japanese capitals. 

Yet another example of the transformation of the international 
structure and efficiency of capital can be seen in the colonies. In the 
oppressed nations, the utilization of land and allocation of capital 
are, in the aftermath of war, fixed by a whole new international ar
rangement. Where previously, perhaps, the expansion of certain 
industries, raw materials exploitatfun, or the amount of land in cul
tivation was limited by the particular configuration of existing im
perialist relations to which the oppressed nations were subordi
nated, their integration into a new imperial order recasts all of this. 

Capitalism cannot exist without continually modifying its pro
duction relations, ·and the redistribution and concentration of poli
tical power enable the imperialists, especially the victorious ones, 
to carry this out in a more thoroughgoing way. This is completely 
bound up with new opportunities for expansion, and embraces 
both quantitative and qualitative transformations. In the advanced 
countries, capital grows more concentrated and centralized 
through the press of events; these are mainly quantitative changes 
that continue as new production possibilities open up. However, 
qualitative changes occur as well - during the postwar period in 
Italy and Japan, for instance, the continued transformation of 
handicrafts production and peasant agriculture had as its counter
part a huge influx of rural inhabitants into modern industry. Con
centration also has a direct international thrust. The financial order 
set up under the baton of the U.S. imperialists, for instance, served, 
on the one hand, to facilitate retooling and reorganization through
out the bloc and, on the other, as a means through which, especially 
in the face of recessionary pressures, the U .S. imperialists gained 
control of productive resources and further concentrated capital on 
an international scale. Concomitant with this concentration are the 
deeper penetration of imperialist capital into the oppressed nations 
and the transformation of some precapitalist relations of production. 

In the current spiral, this phenomenon has found significant ex
pression in certain parts of the Third World, and the expansion of 
the postwar period is inseparable from it. It is not merely a matter 
of which crops, for instance, can be grown on previously un- or 
under-utilized land, but of the installation of new production rela-
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tions. Such changes, particularly in the countryside, have been of 
great moment in the process of imperialist accumulation during 
this spiral, and they have interacted with tremendous quantitative 
changes as well: the further concentration of capital and the strik
ing and unprecedented expansion of the already existing industrial 
urban centers in the oppressed nations under the domination of im
perialist capital. These changes react back upon a new inter
national structure of capital as a source of superprofits. 

The most fundamental product of the new totality of inter
national connections and internal interrelations established 
through war is the radical transformation of value relations and the 
constitution of conditions which permit profitable expansion in its 
international dimensions. The new political alignment sets the 
general framework within which occur the interrelated processes 
that have been described. The expansion of production in the colo
nies as part of their integration into a new order and the breaking 
up of some (and generally not all) precapitalist relations; the estab
lishment of a new international division of labor and new intra
imperialist investment and trade patterns; the further concentra
tion of capital - these will result in a general cheapening of the ele
ments entering into the reproduction process, both as constant and 
variable capital. Centralization and access to more open and in
tegrated markets facilitate economies of scale and the profitable 
and extensive application of new technologies. West European and 
Japanese expansion and modernization, for example, involved 
huge and costly fixed-capital investments. The existence of vast 
and interrelated export markets and the continuity and scale of pro
duction they afforded made it possible, along with other factors, to 
recoup and make good on these investments. Similarly, U.S. capital 
could spread its huge research and development outlays over a 
large total output (much of which is produced overseas) , thereby 
reducing such outlays per sales dollar. 

However, overcoming barriers to accumulation is not simply a 
matter of altering the aggregate composition of capital. We have 
stressed that the aggregate capital, on the national or the bloc level, 
is composed of discrete and competing capitals which develop 
unevenly. The other side to this question of value relations is the 
recomposition of relations within this total capital, that is, the 
transformation of the interrelations among particular units of 
capital nationally and internationally such that they stand in a more 
proportional and articulated relation to each other. Objectively, 
these units form part of the international division of labor and 
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. 'bution of capital, of a highly socialized and interdependent 
d1str1 · f · 1 · · d' 'd t d · t of capital. But, again, this mass o capita is in ivi ua e 1n o 
rnass · · · h' h d t d'f discrete capitals of different compos1t1on w ic repro uc~ a i -

· g rates and levels of efficiency. Towards the end of a spiral, the 
f er1n . . . f h 11 't 1 11 • t n 'fi' c global d1stribut1on o t e many capi a s comes in o co -
speci 1 · C · 1 · · d flict with the general requireme.nts of accumu. at1on .. ap1ta i~ tie 

where it is not needed while sectors or industries crucial to 
up nteracting declining profitability are undercapitalized and 
chourefore frequently fail to keep pace with the needs of others. All 
t e hif: d .. these are major elements of anarc& ~n cr1s1s. . 

War clears the ground, so to speak, to start anew. Through h-
uidation, new international investment, state subsidies, joint ven
~res in infrastructure development, etc. , this situation. is tempo
rarily overcome. The imperialists eff ec~ a new p~op~~t1onal a~lo
cation of capital so that the forward motion of the individual units, 
elements, and circuits of capital corresponds more to the overall 
needs and contributes more to the overall profitability of inter
nationalized imperialist capital. But what this represents is a higher 
degree of order within disorder. Exactly becau~e ~api~al cannot 
consciously organize itself as a totality, such a redistribution of cap
ital must inevitably lead again to crisis and explosive antagonism. 

To sum up: the establishment of a new global complex of accu
mulation, the various links of which stand in a definite relation to 
and are conditioned by this complex, gives impetus to accumula
tion on a world scale. It is effectuated by a process of destruction -
the defeat of rivals, the dismantling of old empires, and the annihi
lation of weaker capitals. But just as there is no predetermin~~ ~at
tern to the spirals of imperialism, there is no archetypal red1v1s1on 
of the world. The struggle for world supremacy and the class 
contradiction mutually condition each other. Each redivision 
reflects contingent political factors and will be inv.ested wit~ 
specific properties. There is no law which says that a single domi
nant power must emerge out of world war and there is no deter
mined line of development, for instance, toward larger blocs or a 
more comprehensive international division of labor. 180 A more in-

rno Had the division of the world following World War 2 been nlore like that. fol
lowing World War 1, it is very unlikely that agriculture would have ~een m~d~rn1~ed 
lo the degree and in the way it was in the United States or that 1nd~stn~hza~1on 
Wo.uld have gone so far in Brazil , to take two significant develop~ents in this .spiral. 
~his emphasizes again how international conditions are the basis for change in par· 
hcular countries. 
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tegrated pre-World War 1 global financial network, organized 
around the pound, gave way after that war to fragmented (and 
ultimately fractious) currency and trade blocs, given the specific 
outcome of that war. The highly integrated dollar-based inter
national monetary order, established as a result of the massive U.S. 
victory after World War 2, and the related extension of inter
national credit facilitated the more rapid international turnover of 
capital and its expansion. Further, since interimperialist world 
wars are, after all, military contests fought through to lesser or 
greater victory, their immediate outcome may not, in some impor
tant aspects, correspond to the economic requirements of durable 
expansion (even though such wars objectively recompose the con
ditions for renewed accumulation). But whatever the specific 
terms of redivision and reorganization, leaps are made in organiza
tion at the level of individual and national capital - and in the 
dissolution of precapitalist relations throughout the world. There 
are factors inherent in the accumulation process which make larger 
and more integrated international for ms of organization a desider
atum of growth and expansion. Yet capital is locked into modes of 
private appropriation and grounded in national markets. In the im
perialist epoch, both aspects of the contradiction between organization 
and anarchy intensify. Capitalism is in violent transition to some
thing higher. 

XIII 

The outcome of interimperialist war engenders a new spiral of de
velopment, marked by new contradictions and the emergence of 
new forces. For the imperialists, war is a specific kind of resolution 
of contradictions, but the reorganization this dictates and makes 
possible will, over the actual course of a spiral, lead to an increase 
in international disorder. The transformations and thrusts forward 
actuated by redivision turn into their opposite. And this is inter
penetrated by and interconnected with diverse political and revo
lutionary struggles which themselves sharpen as crisis and inter
imperialist rivalry intensify. In other words, the same process 
bringing the imperialists into violent collision with each other ac
centuates the major contradictions of this era, including the various 
forms of expression of the class contradiction. In the modern epoch, 
the spiral motion on an international plane reaches a point of con
juncture at which the major contradictions of the spiral, mutually 
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t rmining and interpenetrating each other, are, as Stalin aptly 
de te it gathered into a "single knot" and thrown "on to the 
pu les'." 181 In such periods of conjuncture, developments towards 
sc:r and revolution are heightened. 
w The concept of conjuncture figures centrally in Lenin's political 

·tings. It lay at the very core of his strategic perspective of 
wr1 . . · h L · eparing for an eventual revolutionary situation w en, as enin 
pr werfully and graphically expressed it, days count for more than 
~~ years or scores of years in ''normal' ~ t;tn:s. 182 His~ory i~ a se.nse 
becomes telescoped during these relatively brief historical 
"moments," when sudden and dramatic leaps and changes in the 
objective situation take place, when quies~ent masses. are j~rr~d 
and jolted awake, when fissures and cracks i~ the worl~ imper1ah~t 
order widen into cleavages which threaten its very existence. It is 
this Leninist stress on preparation, on preparing especially for the 
heightened opportunities to storm the heavens in su~h histori~ ~on
junctures, that has been both revived and deepened in the wr1t1ngs 
of Bob Avakian: 

Actually it has always b~en a basic tenet of Marxism that, while the 
exploitation, oppression and all-around suffering of the masses, 
especially the masses of workers, is a consistent, inevitable and fun
damental condition of capitalist society, and while there will be in 
one form and on one level or another resistance to this on an ongoing 
basis, it is not all the time that it is possible to overthrow capitalism. 
Rather, it is only under certal.n conditions, particularly with the 
eruption of a profound crisis, that the objective possibilities for the 
revolutionary overthrow of capitalism emerge. The analysis of and 
emphasis given to the role of capitalist crisis in the Communist 
Manifesto is an expression of this. Further, Marxism has always 
stressed the relation between capitalism and the world market, the 
international character of capitalist production and exchange and 
the increase of this with the development of capitalism, and the rela
tion between international events and crises in specific coun
tries .... But with the development of capitalism into imperialism 
all this has assumed even more pronounced and profound impor
tance. And Lenin, as a key part of his overall analysis of imperialism 
and its relation to and effects upon prospects for proletarian revolu-

1
"

1 J. V. Stalin, The Foundations of Leninism (Peking: Foreign Languages Press, 
1970), p. 6. 

1
"

2 The Collapse of the Second International, LCW, 21, P· 254. 
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tion, recog~iz:d, emphasized and systematized the understanding 
of the qualitatively new and greater role of international relations 
and the development of world-historic conjunctures whose out
comes determine the direction of things ... for decades to come. 1e3 

Avakian has situated the concept of conjuncture in the political 
economy of imperialism and the spiral development of the world 
proletarian revolution. Conjunctural episodes represent the ex
tre~e concentration of the contradictions of imperialism and, in 
particular, :hose contradictions characteristic of a specific spiral. 
War, th~n, .1s ??t the end .~f crisis (or even of a particular spiral}; 
rather, it s1gn1f1es the boiling over of contradictions on a world 
scale. Some imperialists must win the war, redivide the world 
favora~ly, and at the same time prevent or significantly limit 
revolution leading to socialism in various parts of the world. In
~eed, while the imperialists may appear to be the strongest at these 
hme~, as ~hey spare no effort to launch their juggernauts, it is 
precisely in such periods of turmoil and desperation that they 
become most vulnerable to revolutionary assaults. Crises and wars 
are fil.led.with devastatio~ and horror, the daily horrors of capitalist 
explo1tat1?n and oppression raised exponentially. But they are also 
replete with unprecedented opportunities to rip away chunks of 
the world from the imperialist system and to hasten its doom. Such 
is the objective significance of world-historic conjunctures. 

Imperialisr_n is a web of international relationships. Many dif· 
ferent weak links emerge throughout the world imperialist net
work and there is a back-and-forth motion between tenuous indi
vidual elements and the system as a whole. As the system grows 
more exposed and fragile on many different fronts and flanks the 
situation is least in hand and under control for the imperialist;. In
deed, for both the imperialists and the masses, the stakes are raised 
as never before. The imperialists must put everything on the line to 
pres~rve their sy.stem, while the international proletariat, amidst 
all this madness, is challenged to enter into and wage battles which 
can prove .trull'.' decisive and historic. To be sure, these are highly 
co~plex s1tuat1ons whose exact features and outcome, especially 
their outcome, cannot be divined or assured in advance. However 
if there is, as has been repeatedly stressed, a dialectic between th~ 

1
"

3 
Avakian, "For Decades to Come - On a World Scale," Revolutionary Worker, 

No. 98 (27 March 1981). p. 10. 
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ration of capitalism's underlying laws of motion and the fact 
06~ these laws operate in historical contingency and through 
the crucible of class struggle, it is still true that these laws do indeed 
t ist and make certain developments inevitable ... notably such 
~~njunctures ~ith all the.ir acute ~nd unpredictable features. 

The point is that particular spirals cannot go on forever. They 
have a definite trajectory and are rooted in the basic anarchy of cap· 
ital; they unfold, in the final analysis, accprding to the basic laws of 
capital, as expressed in ways particula!_Jo this epoch. The contra· 
dictory development of internationalized accumulation, global 
rivalry, and class struggle is a process of the worldwide intensifica
tion and transmission of contradictions. It is exactly when contra
dictions reach a conjunctural point, a point of wild interaction, con
vergence, and explosion - reflecting the objective character and 
international dominance of the bourgeois mode of production -
that politics itself assumes even more profound importance. It is 
hardly happenstance that the Bolshevik and Chinese Revolutions, 
which were themselves crests of revolutionary waves, triumphed 
amidst the storm and stress of world wars and their aftermath. Fur
ther, and this takes us back to lopsidedness and the division of the 
world into oppressor and oppressed nations, the extended periods 
of relative political and economic stability that often characterize 
life in many of the imperialist countries are, with the emergence of 
such conjunctures, shattered by the dislocations of crisis and war. 
Rare opportunities, including the likely emergence of revolu
tionary situations in at least some of these countries, present 
themselves in such unique historical circumstances. (Of course, 
this is not to say that these are the only times that insurrectionary 
situations can possibly arise in these countries.} In the colonial 
countries, where the more desperate conditions of the masses lend 
themselves to more frequent outbursts, at conjunctural moments 
the prospects for revolution are vastly increased. And so, in a world 
that is quite literally "up for grabs," the conscious dynamic role of 
the masses can affect world history (as Avakian puts it, echoing 
Lenin) "for decades to come." 

In Capital, Marx wrote: "Capitalist production seeks continu
ally to overcome these immanent barriers, but overcomes them 
only by means which again place these barriers in its way and on a 
more formidable scale." 184 We have had occasion to return to this 

IH1 Ca . I Pila , III, p. 250. 
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~heme throughout the course of this exposition. It is only fitting that 
it frame the concluding summation. 

Capitalism is a dynamic mode of production which undergoes 
breakneck leaps through which it temporarily overcomes barriers. 
Accumulation is necessarily punctuated by destructive crises and 
periods of more open and critical class conflict. All this is height
ened a~ well as distorted in the imperialist epoch. Imperialism is 
throbbing and staggering capitalism which lurches forward into 
ever more severe crises and convulsions. Even during phases of ex
p~nsio~ an~ relative calm it faces conflicts, armed struggles, and 
crises in different parts of the world. During those historic 
"moments" of which we just spoke, the imperialist system is 
s~aken on a world scale by cataclysmic eruptions and revolu
tionary onslaughts of unparalleled ferocity. These conjunctures are 
not .fo~tuitous; their material basis lies in the specific nature of im
perialism. As we have argued, imperialism does not operate in the 
same way as co?1petitive capitalism and it actually supersedes 
many of the particular features of the earlier stage. Yet it rests on 
the ~ame fou~d.ation. What makes imperialism so explosive is 
p~ec1sely t.h~t it is a mode of production which is highly parasitic, 
~1ghly so~1~hzed, and marked by a high degree of internationaliza
t1oi:, y~t it is one that cannot transcend the limits of nationality of 
c.ap1tahsm and commodity production in general - anarchy con
t1.nues, and ever more forcefully, to assert itself. This is capitalism 
violently straining against its limits, which advances and develops 
only through massive fits and starts. 

Now the basic truth that Marx approached from many different 
angl~s and that is encapsulated in Engels' description of the "circle 
~hat is gradually narrowing" is this: the forward motion of capital 
itself p~ep~res the conditions for its own undoing. The advance of 
the capitalist mode of production resides in the perfection and ex
tension of the division of labor, in the intensive and extensive 
development of markets, in the continual commodification of 
social life a.nd the proletarianization of the masses throughout the 
wo~ld, and in.the further concentration and centralization of capital 
- in short, in the development of the productive forces in an 
overall ~e~se. But in so doing capitalism only intensifies its major 
contrad1ct1ons and strengthens the basis for its overthrow and 
destruction. 

In ~he imperialist era, capital is constantly confronted by the 
necessity to take ever more extraordinary measures to profitably 
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roduce and extend itself - and such measures, along with the 
re~bility and flexibility of finance capital in general, rebound ever 
Ill ore wrenchingly back on themselves. The imperialists do not 
~mply start all over in restructuring capital, they start each time 
:rom a world which is more capitalized. The struggle for redivision, 
as the necessity asserts itself, becomes more destructive and 
reorganization more complex. Tendencies towards greater concen
tration and socialization, towards deeper crisis, weaken the im
perialist system and drive it closer towards its efxtinction. 

But all this cannot be divorced from condciousness and ,the 
material force of revolutionary struggle. On the one hand, these 
form part of the necessity faced by imperialism. On the other hand, 
the destruction of imperialism does not await the approach of some 
abstract limit or state of crisis. Imperialism will never reach a point 
past which it will fall of its own and give way to a higher social 
order as a consequence of the operation of its economic laws pure 
and simple. These only provide the basis and offer opportunities -
especially at moments of conjuncture - for conscious struggle and 
action. The struggle for socialism and communism can only be the 
product of the fiercest and most conscious leaps to transform the 
world. The historical advance of proletarian revolution is itself a 
spiral-like development of victories and temporary setbacks, of 
massive surges forward and periods of retreat. Yet, through these 
twists and turns the international proletariat has accumulated ex
perience and understanding which increase its capacity to make 
such leaps. The objective motion of imperialism creates more 
favorable material conditions to do just that and, especially as con
junctural moments approach and unfold, to accelerate its final 
destruction as contradictions come to a head in the international 
arena. This, too, is part of the "narrowing circle." 

There is a definite dynamic of crisis, war, and revolution under 
imperialism , a general process which will continue for some time. 
In the era of imperialism, the contradiction between socialized pro
duction and private appropriation becomes the underlying con
tradiction in a single, overall world process of the advance from the 
bourgeois epoch to its replacement by the epoch of world com
munism. Capitalism in its highest and final stage is headed towards 
its extinction through a spiral/conjuncture motion. It is a protracted 
process and struggle which is at once punctuated and accelerated 
by major leaps and massive upheavals. 

Marx once described the condition of wage-labor as " the last 
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form of servitude assumed by human activity.'' 1115 The enslave
ment of one human being to another and the subordination of pro
ductive and creative activity to the imperatives of profit no longer 
correspond to the needs of advancing society. Humanity has 
reached an historic threshold: it can move· beyond the horizon of 
scarcity, which is the taproot of social antagonism, and can begin to 
overcome the divisions and inequalities of class society. For the 
first time it can collectively and consciously transform nature. This 
is the profound outcome of successive modes of production based 
on an exploitative division of labor and, in particular, the un
precedented technical and scientific achievements of capitalism, 
"achievements" resting on exploitation, plunder, and murder, the 
horror and scope of which far surpass that of any other epoch of 
human history. 

Capitalism has created the basis for a whole new and qualita
tively higher mode of social existence, and yet its social relations 
constitute the very obstacle to realizing it. This is the significance of 
the conflict between socialized production and private appropria
tion. In the imperialist era this conflict grows more intense and 
violent. The internationalization of the capitalist mode of produc
tion and the aggravation of its contradictions heighten revolu
tionary possibility. Lenin wrote the following passage during a 
period of acute crisis and world war out of which came a revolution 
that indeed shook the world. It remains quite relevant as we ap
proach another such world-historic conjuncture, one that may 
open the possibility for even more extraordinary breakthroughs: 

There had been an epoch of a comparatively ''peaceful capitalism,'' 
when it had overcome feudalism in the advanced countries of 
Europe and was in a position to develop comparatively tranquilly 
and harmoniously, "peacefully" spreading over tremendous areas 
of still unoccupied lands, and of countries not yet finally drawn into 
the capitalist vortex. Of course, even in that epoch, marked approx
imately by the years 1871 and 1914, "peaceful" capitalism created 
conditions of life that were very far from being really peaceful both 
in the military and in a general class sense. For nine-tenths of the 
population of the advanced countries, for hundreds of millions of 
peoples in the colonies and in the backward countries this epoch 

ms Grundrisse, p. 749. 
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was not one of "peace" but of oppression, tortures, horrors that 
seemed the more terrifying since they appeared to be without end. 
This epoch has gone forever. It has been followed by a new epoch, 
comparatively more impetuous, full of abrupt changes, catas
trophes, conflicts, an epoch that no longer appears to the toiling 
masses as horror without end but is an end full of horrors. ·1116 

•
1
" ' ' Lenin, "Introduction" to Nikolai Bukharin, Imperialism and World Economy, 

this translation taken from Monthly Review Press edition (New York: 1973), p. 10. 



-+<-<~~*~ http://www.dztsg.net/doc 

2 

Towards the 
American Century: 

The Rise of 
U.S. Imperialism 



God has ... made us the master organizers of the world to establish 
system where chaos reigns. He has given us the spirit of progress to 
overwhelm the forces of reaction throughout the earth. He has 
made us adepts in government that we may administer government 
among savage and senile peoples. Were it not for such a force as this 
the world would relapse into barbarism and night. And of all our 
race He has marked the American people as His chosen nation to 
finally lead in the regeneration of the world. This is the divine mis
sion of America, and it holds for us all the profit, all the glory, all the 
happiness possible to man .... 

That flag has never paused in its onward march. Who dares halt 
it now - now, when history's largest events are carrying it for
ward .... 

- from Senator Albert J. Beveridge's speech 
in the U.S. Senate, January 9, 1900' 

We have a record of conquest, colonization and expansion un
equalled by any people in the Nineteenth Century. We are not about 
to be curbed now. 

- Henry Cabot Lodge, 18952 

1 
Congressional Record, 56th Congress, 1st Session (Washington, D.C.: Govern

ment Printing Office [GPO], 1900), Volume XXXIII, Part I, p. 711. 
2 

Quoted in William Appleman Williams, The Contours of American History 
(Chicago: Quadrangle, 1966), p . 345. 
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Empires are forged through decades of economic expansion, 
geographic extension, and foreign plunder. Yet the antagonistic 
aims and requirements of rival imperialist empire-builders find 
their highest moment in world war. The idea of an American Cen
tury had obviously been gestating in the minds of America's rulers 
since at least the turn of the century. But the possibility of shaping 
and dominating a new global order was not within their reach until 
World War 2. This chapter surveys the ascension of U.S. im
perialism through these first two world wars. 

The central argument can be summarized briefly: the key gains 
and advances of U.S. imperialism were the product of the two ma
jor interimperialist conflicts. In each instance, the U.S. imperial
ists' peculiar relationship to these world wars allowed them to 
make far greater gains than did any other imperialist power. Not so 
directly embroiled in the intra-European contest during World War 
1, the U.S. imperialists could utilize vast internal reserves, espe
cially oppressed nationalities, and they could take advantage of 
their proximity to Latin America to bolster capitalist expansion. 
During the opening years of the war they were able to avoid direct 
military involvement, exploit the combatants' difficulties to ad
vance U.S. interests, and then finally enter the war on the winning 
side at the propitious moment to maximize their share of the spoils 
While minimizing political and economic losses. A similar pattern 
Was repeated in the second interimperialist war. But if in each of 
these wars the U.S. imperialists were "sitting on top of the moun
tain to watch the tigers fight, ' ' while benefiting from the mutual 
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weakening of the belligerents, they hardly remained passive. They 
fo~mulated clear w~r. aims and pursued them vigorously. And they 
~e1zed on opportun1t1es during and between the wars to angle for 
influence and control in the Third World, especially (though not ex
clusively) in Latin America and the Pacific. The relative hemi
spheric insularity of the U.S. was an important source of strength in 
U.S. imperialism's bid for world supremacy. 

The principal goal of America in Decline is to trace and interpret 
the course of the post-World War 2 imperialist spiral, which has 
been characterized by the worldwide dominance of U.S. imperial
ism, the eventual decline of U.S. power, and the growing challenge 
to that power as the spiral has entered its conjunctural phase. In 
subsequent volumes we shall simultaneously test and apply the 
general theoretical propositions expounded in the preceding 
chapter so as to both explain the roots of the current world crisis 
and examine its implications for revolutionary resolution. How
ever, at this point, in order to grapple with the theoretical issues 
raised by the expansion of the U.S. in the post-World War 2 period, 
some historical background is necessary. This chapter offers a 
pan?rama of the forces and events leading up to and underlying the 
a.c~1evement of a Pax Americana following World War 2, empha
s1z1ng the emergence of those factors that would eventually play a 
critical role in the unfolding of the current spiral. 

The U.S. Quest for Empire: 
The Early Decades and 
the First World War 

Capitalism became capitalist-imperialism around the turn of the 
century, and capitalism in the United States was certainly no ex
ception. Having attained a high degree of concentration and mo
nopoly, U.S. imperialism announced its arrival at the imperialist 
banquet table by displacing Spain, the last of the old feudal-based 
colonizers, as overlord of colonial subjects from Puerto Rico to the 
Philippines. By the century's turn, the world was completely 
dominated by and divided among a handful of capitalist powers. As 
the British imperialist ideologue Joseph Chamberlain declared in 
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l
go2: "The day of small nations has long passed away; the day of 

h 113 
Empires as come. 

During the final quarter of the nineteenth century, rapid econom-
. expansion hastened the concentration and centralization of capi
~~l. The process was perhaps most adv~nced ~n the U.S., where an 
xtraordinary merger wave took place, 1nvolv1ng at least 15 percent 

~fall plants and employees in manufacturing by the turn of the cen
tury. 4 This merger wave, along with the internal expan~n of those 
firms which had prevailed in the competitive struggle, cemented 
the foundations of a highly concentrated economy. A study con
ducted at the time found that of 92 large consolidations, 78 gained a 
market share of 50 percent or more and 26 gained control of at least 
80 percent. 5 By 1909, 43.8 percent of the total industrial output was 
produced by a mere 1.1 percent of all industrial enterprises. 6 

Closely linked to monopolization of production was the in
creased importance of capital export. U.S. overseas investments 
soared from $500 million in 1900 to $2.5 billion in 1914- a fivefold 
increase, as indicated in Table 2.1. According to the same set of 
figures, U.S. foreign investment rose from a negligible share of the 
total of the major capitalist countries in 1885 to 2 percent in 1900, to 
over 6 percent of the total by 1914. The rapid emergence of the U.S. 
as a foreign investor, however, did not mean that its internal 
sources of expansion were exhausted. On the contrary, the U.S. 
was able to exploit crucial internal reserves: the semifeudal Black 
Belt South, in particular the Black nation centered there; the far 
from completely tapped lands of the West, forcibly seized from the 
Native American and Mexican peoples, as well as the oppressed na
tionalities concentrated there, particularly th.e Mexicans and later 

3 Quoted in Dan Nabudere, The Political Economy of Imperialism: Its Theoretical 
and Polemical Treatment from Mercantilist to Multilateral Imperialism, 2nd ed. (Lon
don: Zed Press, 1978), p. 101. 

4 Historical data summarized by F. M. Scherer, Industrial Market Structure and 
Economic Performance, 2nd ed. (Chicago: Rand McNally, 1980), p. 119. 

s See Scherer, Industrial Market Structure, p. 121. 
6 V.I. Lenin , Imperialism, The Highest Stage of Capitalism (Peking: Foreign 

Languages Press, 1965), p. 14; also in Collected Works (LCW) (Moscow: Progress 
Publishers), 22, p. 197 (based on official U.S. government statistics). On the 
emergence of finance capital and the formation of the first financial groups, see Mat
thew Josephson, The Robber Barons (New York: Harcourt Brace Jovanovich, 1962) 
Which, despite its petty-bourgeois moralism, contains much useful information. See 
also Glenn Porter, The Rise of Big Business, 1860-1910 (Arlington Heights, 111.: 
Harland Davidson, 1973). 
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TABLE 2.1 

Growth of Foreign Investment of Selected Leading Capital 
Exporting Countries: 1870, 1885, 1900, 1914, and 1930 

(in millions of U.S. dollars to the nearest $100 million)• 

Country 1870 1885 1900 1914 1930 

United Kingdom $4,900 $7,800 $12,100 $19,500 $18,200 

France 2,500 3,500 5,200 8,600 3,500 

Germany 1,900 4,800 6,700 1,100 

Netherlands 500 1,000 1,100 1,200 2,300 

United States 500 2,500 14,700 

Canada 100 200 1,300 

•Not directly comparable with other figures in this chapter or with other figures in Woodruff, 
who bases this series on the comparability of Eugene Staley's figures for this time frame (see 
Staley, War and the Private Investor, A Study in the Relations of International Politics and Inter
national Private Investment [Garden City, New York: Doubleday, Doran, and Co., 1935]). 

Source: William Woodruff, Impact of Western Man, 2nd ed. (Washington, D.C.: University 
Press of America, 1982), Table IV/1, pp. 150-51. 

the Chinese; a large pool of immigrant labor; and uncommonly 
plentiful natural resources (compared with the old nations of 
Europe). At the same time, new acreage, unfettered by the con
straints of precapitalist landholding patterns, was brought into 
cultivation, a factor which contributed to the thriving U.S. agricul
tural export trade. But, as the substantial increase in foreign invest
ment during the early years of the century revealed, the U.S. im
perialists just as avidly pursued global interests and sought to ex
port capital with as much vigor as did their European counterparts. 

During the late nineteenth century, the major European powers 
were scrambling for control of colonies, as dramatically exempli
fied by the Berlin Conference in 1884-85 which divided Africa 
among the great powers. The United States, however, was not yet 
in a position to partake of the African depredations nor to enter many 
of the other contests among the European imperialists. Rather, it 
aimed at vying with these powers in Latin America, the Pacific rim, 
and China, as well as scooping up colonies from the crumbling 
Spanish empire. 
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Despite its self-serving anticolonial fables, the U.S. opposed 
S anish colonialism only to replace it with its own brand of im
p rialist domination. In the Philippines, after the U.S. defeat of the 

~;anish in a brief naval encounter in Manila Bay, the etitire thrust 
f U.S. operations in that country was directed towarcYthe bloody 

0
uppression of the Filipino people (the U.S. imperialists even 

:urned on the moderate leader Aguinaldo who had previously been 
brought back from <?hina in a U.S. warship to o~pose the ~pani.sh). 
The historians Morison and Commager described the situation: 
" ... the United States now found that it had purchased, for $20 
million [in payment to Spain for an armistice], a first-class Filipino 
insurrection .... [When] Aguinaldo's troops disregarded the com
mand of an American sentry to halt, the United States army under
took to 'civilize them with a Krag' [a standard-issue U.S. Army 
'fl ] II 7 r1 e . 

The Philippine insurgency was quelled with the aid of concen-
tration camps and water torture. Before it was over, hundreds of 
thousands of people, the overwhelming number of them Filipino, 
had been killed. As a result of the Spanish-American War, the U.S. 
also acquired Guam and Puerto Rico, along with the other ter
ritories "freed" from Spanish colonialism, while Cuba was also ef
fectively brought under U.S. domination with the same duplicity 
and violence. During this period, the U.S. imperialists also annexed 
the Hawaiian Islands, occupied Wake Island, divided the Samoan 
Islands with Germany and Britain, continued to struggle with the 
other imperialist powers over the partition of China, and expanded 
their influence in Latin America and the Caribbean. 8 

The main focus of the U.S. imperialists' efforts was in Latin 
America, where they sought to wrest as much as possible from 
long-established British economic and political control and to 
counter rising German imperialist influence. Their methods were 
none too subtle. When Colombia, for example, refused a U.S. ''pro
posal" to surrender control of land where the U.S. wanted to build 
a canal, Teddy Roosevelt simply "took the Canal Zone," to use his 
own words. The U.S. backed a motley group in declaring Panama's 

1 Samuel Eliot Morison and Henry Steele Commager, The Growth of the American 
Republic, 5th ed., Volume 2 (New York: Oxford Univ. Press, 1962), pp. 429-30. 

K Howard Zinn, A People's History of the United States !New York: Harper and 
~ow, 1980), pp. 303-13. The Philippines remained a U.S. colony until 1946 (at which 
hrne it gained its ''independence'' and became a neocolony of the U.S.); Puerto Rico, 
Guam, and the Virgin Islands remain under formal U.S. control to this day. 
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independence jaccorciing to one history, " the Panamanian 'revolu
tion' was announced in Washington practically before it broke 
out"), sent a warship to "show the flag ," and immediately 
recognized the " new, independent Republic of Panama," which 
promptly accepted Roosevelt's terms for a canal zone. 9 

In order to justify their rivalry with the other imperialists and 
their suppression of the Latin American masses, the U.S. rulers for
mulated the ''Roosevelt Corollary'' to the Monroe Doctrine; this 
completed the transformation of a policy aimed originally against 
European meddling into one justifying U.S. meddling - and, 
ultimately, U.S. domination. In the words of one Latin American 
scholar: ''just as President Polk had amended the Monroe Doctrine 
half a century earlier in order to 'legitimize' annexations like that of 
Texas, Theodore Roosevelt attempted to justify aggressions under 
his own administration and those which were to follow in country 
after country by adding what became known as the Roosevelt Cor
ollary. According to this new amendment proclaimed by Roosevelt 
in 1904, lack of order in any country called for the intervention of 
civilized states, 'and in the Western Hemisphere the adherence of 
the United States to the Monroe Doctrine may force the United 
States, however reluctantly .. . to the exercise of an international 
police power.' " 10 Some examples of the " reluctant" hemispheric 
policing activities that followed this edict include: the withdrawal 
of Germany from Venezuela in 1903 under the threat of force from 
the U.S.; the takeover, by executive action of President Roosevelt, 
of the customs houses in Santo Domingo in 1905; the arrival of a 
U.S. warship in Nicaraguan waters in 1908; and a treaty negotiated 
with Honduras in 1911, at the suggestion of New York bankers, 
which extended U.S. authority over that republic.11 

All of the advanced capitalist countries were involved in a 
breakneck chase to carve up portions of the globe previously un-

9 Alonso Aguilar, Pan-Americanism from Monroe to the Present (New York: 
Monthly Review Press, 1968}, pp. 47-49; John M. Blum et al., The National Ex
perience: A History of the United States (New York: Harcourt, Brace and World, 1963), 
p. 533. The construction of the Panama Canal was mainly guided by strategic con
siderations, in particular the need of the U.S. fleet to pass quickly between the Atlan
tic and Pacific Oceans, thereby undercutting British naval dominance in the 
hemisphere. Today the Canal Zone remains a critical outpost for the U.S. and is seat 
of the combined Army, Navy, and Air Force Southern Command. 

10 Aguilar, Pan-Americanism, pp. 50-51. 
11 Charles A. and Mary R. Beard, The Rise of American Civilization, Volume 2 (New 

York: Macmillan, 1931), pp. 502-3. 
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TABLE 2.2 

Colonial Possessions of the Great Powers 
(in millions of square kilometers and in millions of inhabitants) j 

Colonies 
Metropolitan 

countries Total 

1876 1914 1914 1914 
Area Pop. Area Pop. Area Pop. Area Pop. 

Great Britain 22.5 251.9 33.5 393.5 0.3 46.5 33.8 440.0 

Russia 17.0 15.9 17.4 33.2 5.4 136.2 22.8 169.4 

France 0.9 6.0 10.6 55.5 0.5 39.6 11.1 95.1 

Germany 2.9 12.3 0.5 64.9 3.4 77.2 

United States 0.3 9.7 9.4 97.0 9.7 106.7 

Japan 0.3 19.2 0.4 53.0 0.7 72.2 

Total for 6 
Great Powers 40.4 273.8 65.0 523.4 16.5 437.2 81.5 960.6 

Colonies of other powers (Belgium, Holland, etc.) . . . . . . . . 9.9 45.3 

Semicolonial countries (Persia, China, Turkey) .......... 14.5 361.2 

Other countries ................................... 28.0 289.9 

Total for the world .... .... ... ........... 133.9 1,657.0 

Source: V.I. Lenin, Imperialism, The Highest Stage of Capitalism, Collected Works (Moscow: 
Progress Publishers), 22, p. 258. 

claimed by capital. As can be seen in Table 2.2, between 1876 and 
1914 this small club of capitalist powers annexed almost 25 million 
square kilometers of territory in formal colonies jhalf a billion peo
ple now in thrall to formal empire) , not to mention the very con
siderable extension and consolidation in the way of neocolonies 
and semicolonies. Even Germany, which arrived late at the ban
quet, still managed to amass a not inconsiderable empire. 

This division of the world reflected the relative economic and 
Political strength of the various powers. Clearly, Britain had by far 
the most foreign investment and the largest empire. Because of 
British preeminence in industrial development and the immense 



,..,.... 

176 America In Decline 

TABLE 2.1 

Growth of Foreign Investment of Selected Leading Capital
Exporting Countries: 1870, 1885, 1900, 1914, and 1930 

(in millions of U.S. dollars to the nearest $100 million)• 

Country 1870 1885 1900 1914 1930 

United Kingdom $4,900 $7,800 $12,100 $19,500 $18,200 

France 2,500 3,500 5,200 8,600 3,500 

Germany 1,900 4,800 6,700 1,100 

Netherlands 500 1,000 1,100 1,200 2,300 

United States 500 2,500 14,700 

Canada 100 200 1,300 

•Not directly comparable with other figures in this chapter or with other figures in Woodruff, 
who bases this series on the comparability of Eugene Staley's figures for this time frame (see 
Staley, War and the Private Investor, A Study in the Relations of International Politics and Inter
national Private Investment [Garden City, New York: Doubleday, Doran, and Co. , 1935]). 

Source: William Woodruff, Impact of Western Man, 2nd ed. (Washington, D.C.: University 
Press of America, 1982), Table IV/1, pp. 150-51. 

the Chinese; a large pool of immigrant labor; and uncommonly 
plentiful natural resources (compared with the old nations of 
Europe). At the same time, new acreage, unfettered by the con
straints of precapitalist landholding patterns, was brought into 
cultivation, a factor which contributed to the thriving U.S. agricul
tural export trade. But, as the substantial increase in foreign invest
ment during the early years of the century revealed, the U.S. im
perialists just as avidly pursued global interests and sought to ex
port capital with as much vigor as did their European counterparts. 

During the late nineteenth century, the major European powers 
were scrambling for control of colonies, as dramatically exempli
fied by the Berlin Conference in 1884-85 which divided Africa 
among the great powers. The United States, however, was not yet 
in a position to partake of the African depredations nor to enter many 
of the other contests among the European imperialists. Rather, it 
aimed at vying with these powers in Latin America, the Pacific rim, 
and China, as well as scooping up colonies from the crumbling 
Spanish empire. 
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Despite its self-serving anticolon~al f~bl:s, the U.S. oppo~ed 

5 
anish colonialism only to replace it with its own brand of im

p · alist domination. In the Philippines, after the U.S. defeat of the 
~e~ish in a brief naval encounter in Manila Bay, the entire thrust f u .S. operations in that country was directed toward the bloody 
0 ppression of the Filipino people (the U.S. imperialists even 
:~rned on the moderate leader Aguinaldo .who had previously ~een 
brought back from China in a U.S. warship to o~pose the ~pan1.sh). 
The historians Morison and Commager described the s1tuat1on: 
" ... the United States now found that it had purchased, for $20 
million [in payment to Spain for an armistice], a first-class Filipino 
insurrection .... [When] Aguinaldo's troops disregarded the com
mand of an American sentry to halt, the United States army under
took to 'civilize them with a Krag' [a standard-issue U.S. Army 

rifle]." 7 

The Philippine insurgency was quelled with the aid of concen-
tration camps and water torture. Before it was over, hundreds of 
thousands of people, the overwhelming number of them Filipino, 
had been killed. As a result of the Spanish-American War, the U.S. 
also acquired Guam and Puerto Rico, along with the other ter
ritories "freed" from Spanish colonialism, while Cuba was also ef
fectively brought under U.S. domination with the same duplicity 
and violence. During this period, the U.S. imperialists also annexed 
the Hawaiian Islands, occupied Wake Island, divided the Samoan 
Islands with Germany and Britain, continued to struggle with the 
other imperialist powers over the partition of China, and expanded 
their influence in Latin America and the Caribbean. 11 

The main focus of the U.S. imperialists' efforts was in Latin 
America, where they sought to wrest as much as possible from 
long-established British economic and political control and to 
counter rising German imperialist influence. Their methods were 
none too subtle. When Colombia, for example, refused a U.S. ''pro
posal'' to surrender control of land where the U.S. wanted to build 
a canal, Teddy Roosevelt simply "took the Canal Zone," to use his 
own words. The U.S. backed a motley group in declaring Panama's 

7 Samuel Eliot Morison and Henry Steele Commager, The Growth of the American 
Republic, 5th ed., Volume 2 (New York: Oxford Univ. Press, 1962), pp. 429-30. 

" Howard Zinn, A People's History of the United States (New York: Harper and 
~ow, 1980). pp. 303-13. The Philippines remained a U.S. colony until 1946 jat which 
hme it gained its "independence" and became a neocolony of the U.S.); Puerto Rico, 
Guam, and the Virgin Islands remain under formal U.S. control to this day. 
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weakening of the belligerents, they hardly remained passive. They 
formulated clear war aims and pursued them vigorously. And they 
seized on opportunities during and between the wars to angle for 
influence and control in the Third World, especially (though not ex· 
elusively) in Latin America and the Pacific. The relative hemi· 
spheric insularity of the U.S. was an important source of strength in 
U.S. imperialism's bid for world supremacy. 

The principal goal of America in Decline is to trace and interpret 
the course of the post-World War 2 imperialist spiral, which has 
been characterized by the worldwide dominance of U.S. imperial
ism, the eventual decline of U.S. power, and the growing challenge 
to that power as the spiral has entered its conjunctural phase. In 
subsequent volumes we shall simultaneously test and apply the 
general theoretical propositions expounded in the preceding 
chapter so as to both explain the roots of the current world crisis 
and examine its implications for revolutionary resolution. How· 
ever, at this point, in order to grapple with the theoretical issues 
raised by the expansion of the U.S. in the post-World War 2 period, 
some historical background is necessary. This chapter offers a 
panorama of the forces and events leading up to and underlying the 
achievement of a Pax Americana following World War 2, empha
sizing the emergence of those factors that would eventually play a 
critical role in the unfolding of the current spiral. 

The U.S. Quest for Empire: 
The Early Decades and 
the First World War 

Capitalism became capitalist-imperialism around the turn of the 
century, and capitalism in the United States was certainly no ex
ception. Having attained a high degree of concentration and mo
nopoly, U.S. imperialism announced its arrival at the imperialist 
banquet table by displacing Spain, the last of the old feudal-based 
colonizers, as overlord of colonial subjects from Puerto Rico to the 
Philippines. By the century's turn, the world was completely 
dominated by and divided among a handful of capitalist powers. As 
the British imperialist ideologue Joseph Chamberlain declared in 
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1902: "The day of small nations has long passed away; the day of 
Empires has come." 3 

During the final quarter of the nineteenth century, rapid econom
ic expansion hastened the concentration and centralization of capi
tal. The process was perhaps most advanced in the U.S., where an 
extraordinary merger wave took place, involving at least 15 percent 
of all plants and employees in manufacturing by the turn of the cen
tury. 4 This merger wave 1 along with the internal expansion of those 
firms which had prevailed in the competitive struggle, cemented 
the foundations of a highly concentrated economy. A study con
ducted at the time found that of 92 large consolidations, 78 gained a 
market share of 50 percent or more and 26 gained control of at least 
80 percent. 5 By 1909, 43.8 percent of the total industrial output was 
produced by a mere 1.1 percent of all industrial enterprises. 6 

Closely linked to monopolization of production was the in
creased importance of capital export. U.S. overseas investments 
soared from $500 million in 1900 to $2.5 billion in 1914- a fivefold 
increase, as indicated in Table 2.1. According to the same set of 
figures, U.S. foreign investment rose from a negligible share of the 
total of the major capitalist countries in 1885 to 2 percent in 1900, to 
over 6 percent of the total by 1914. The rapid emergence of the U.S. 
as a foreign investor, however, did not mean that its internal 
sources of expansion were exhausted. On the contrary, the U.S. 
was able to exploit crucial internal reserves: the semifeudal Black 
Belt South, in particular the Black nation centered there; the far 
from completely tapped lands of the West, forcibly seized from the 
Native American and Mexican peoples, as well as the oppressed na
tionalities concentrated there, particularly the Mexicans and later 

3 Quoted in Dan Nabudere, The Political Economy of Imperialism: Its Theoretical 
and Polemical Treatment from Mercantilist to Multilateral Imperialism, 2nd ed. (Lon
don: Zed Press, 1978), p. 101. 

4 Historical data summarized by F. M. Scherer, Industrial Market Structure and 
Economic Performance, 2nd ed. (Chicago: Rand McNally, 1980), p. 119. 

5 See Scherer, Industrial Market Structure, p. 121. 
6 V.I. Lenin, Imperialism, The Highest Stage of Capitalism (Peking: Foreign 

Languages Press, 1965), p. 14; also in Collected Works (LCW) (Moscow: Progress 
Publishers), 22, p. 197 (based on official U.S. government statistics). On the 
emergence of finance capital and the formation of the first financial groups, see Mat
thew Josephson, The Robber Barons (New York: Harcourt Brace Jovanovich, 1962) 
Which, despite its petty-bourgeois moralism, contains much useful information. See 
also Glenn Porter, The Rise of Big Business, 1860-1910 (Arlington Heights, Ill.: 
Harland Davidson, 1973). 
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TABLE 2.1 

Growth of Foreign Investment of Selected Leading Capital -
Exporting Countries: 1870, 1885, 1900, 1914, and 1930 

!in millions of U.S. dollars to the nearest $100 million)* 

Country 

United Kingdom 

France 

Germany 

Netherlands 

United States 

Canada 

1870 

$4,900 

2,500 

500 

1885 

$7,800 

3,500 

1,900 

1,000 

1900 1914 

$12, 100 $19,500 

5,200 8,600 

4,800 6,700 

1,100 1,200 

500 2,500 

100 200 

1930 

$18,200 

3,500 

1,100 

2,300 

14,700 

1,300 

*Not directly comparable with other figures in this chapter or with other figures in Woodruff, 
who bases this series on the comparability of Eugene Staley's figures for this time frame (see 
Staley, War and the Private Investor, A Study in the Relations of International Politics and Inter· 
national Private Investment [Garden City, New York: Doubleday, Doran, and Co. , 1935]). 

Source: William Woodruff, Impact of Western Man, 2nd ed. (Washington, D.C.: University 
Press of America, 1982), Table IV/1, pp. 150·51. 

the Chinese; a large pool of immigrant labor; and uncommonly 
plentiful natural resources (compared with the old nations of 
Europe). At the same time, new acreage, unfettered by the con
straints of precapitalist landholding patterns, was brought into 
cultivation, a factor which contributed to the thriving U.S. agricul
tural export trade. But, as the substantial increase in foreign invest
ment during the early years of the century revealed, the U.S. im
perialists just as avidly pursued global interests and sought to ex
port capital with as much vigor as did their European counterparts. 

During the late nineteenth century, the major European powers 
were scrambling for control of colonies, as dramatically exempli
fied by the Berlin Conference in 1884-85 which divided Africa 
among the great powers. The United States, however, was not yet 
in a position to partake of the African depredations nor to enter many 
of the other contests among the European imperialists. Rather, it 
aimed at vying with these powers in Latin America, the Pacific rim, 
and China, as well as scooping up colonies from the crumbling 
Spanish empire. 
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Despite its self-serving anticolonial fables, the U.S. opposed 
Spanish colo1_1iali.sm only to r:~lac.e it with its own brand of im
perialist dom1nat1on. In the Ph1hpp~nes, af~er the U.S. def~at of the 
Spanish in a brief naval encounter in Manila Bay, the entire thrust 
of U.S. operations in that country was directed toward the bloody 
suppression of the Filipino people (the U.S. imperialists even 
turned on the moderate leader Aguinaldo who had previously been 
brought back from China in a U.S. warship to oppose the Spanish). 
The historians Morison and Commager described the situation: 
" ... the United States now found that it had purchased, for $20 
million [in payment to Spain for an armistice], a first-class Filipino 
insurrection .... [When] Aguinaldo's troops disregarded the com
mand of an American sentry to halt, the United States army under
took to 'civilize them with a Krag' [a standard-issue U.S. Army 
rifle]." 7 

The Philippine insurgency was quelled with the aid of concen
tration camps and water torture. Before it was over, hundreds of 
thousands of people, the overwhelming number of them Filipino, 
had been killed. As a result of the Spanish-American War, the U.S. 
also acquired Guam and Puerto Rico, along with the other ter
ritories ''freed'' from Spanish colonialism, while Cuba was also ef
fectively brought under U.S. domination with the same duplicity 
and violence. During this period, the U.S. imperialists also annexed 
the Hawaiian Islands, occupied Wake Island, divided the Samoan 
Islands with Germany and Britain, continued to struggle with the 
other imperialist powers over the partition of China, and expanded 
their influence in Latin America and the Caribbean. 11 

The main focus of the U.S. imperialists' efforts was in Latin 
America, where they sought to wrest as much as possible from 
long-established British economic and political control and to 
counter rising German imperialist influence. Their methods were 
none too subtle. When Colombia, for example, refused a U.S. ''pro
posal" to surrender control of land where the U.S. wanted to build 
a canal, Teddy Roosevelt simply "took the Canal Zone," to use his 
own words. The U.S. backed a motley group in declaring Panama's 

7 Samuel Eliot Morison and Henry Steele Commager, The Growth of the American 
Republic, 5th ed., Volume 2 (New York: Oxford Univ. Press, 1962), pp. 429·30. 

" Howard Zinn, A People's History of the United States (New York: Harper and 
~ow, 1980), pp. 303-13. The Philippines remained a U.S. colony until 1946 !at which 
hme it gained its "independence" and became a neocolony of the U.S.); Puerto Rico, 
Guam, and the Virgin Islands remain under formal U.S. control to this day. 
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independence (according to one history, "the Panamanian 'revolu
tion' was announced in Washington practically before it broke 
out"), sent a warship to "show the flag," and immediately 
recognized the "new, independent Republic of Panama," which 
promptly accepted Roosevelt's terms for a canal zone. 9 

In order to justify their rivalry with the other imperialists and 
their suppression of the Latin American masses, the U.S. rulers for
mulated the ''Roosevelt Corollary'' to the Monroe Doctrine; this 
completed the transformation of a policy aimed originally against 
European meddling into one justifying U.S. meddling - and, 
ultimately, U.S. domination. In the words of one Latin American 
scholar: ''just as President Polk had amended the Monroe Doctrine 
half a century earlier in order to 'legitimize' annexations like that of 
Texas, Theodore Roosevelt attempted to justify aggressions under 
his own administration and those which were to follow in country 
after country by adding what became known as the Roosevelt Cor
ollary. According to this new amendment proclaimed by Roosevelt 
in 1904, lack of order in any country called for the intervention of 
civilized states, 'and in the Western Hemisphere the adherence of 
the United States to the Monroe Doctrine may force the United 
States, however reluctantly ... to the exercise of an international 
police power.' " 10 Some examples of the "reluctant" hemispheric 
policing activities that followed this edict include: the withdrawal 
of Germany from Venezuela in 1903 under the threat of force from 
the U.S.; the takeover, by executive action of President Roosevelt, 
of the customs houses in Santo Domingo in 1905; the arrival of a 
U.S. warship in Nicaraguan waters in 1908; and a treaty negotiated 
with Honduras in 1911, at the suggestion of New York bankers, 
which extended U.S. authority over that republic. 11 

All of the advanced capitalist countries were involved in a 
breakneck chase to carve up portions of the globe previously un-

9 Alonso Aguilar, Pan-Americanism from Monroe to the Present (New York: 
Monthly Review Press, 1968), pp. 47-49; John M. Blum et al., The National Ex
perience: A History of the United States (New York: Harcourt, Brace and World, 1963), 
p. 533. The construction of the Panama Canal was mainly guided by strategic con
siderations, in particular the need of the U.S. fleet to pass quickly between the Atlan
tic and Pacific Oceans, thereby undercutting British naval dominance in the 
hemisphere. Today the Canal Zone remains a critical outpost for the U.S. and is seat 
of the combined Army, Navy, and Air Force Southern Command. 

10 Aguilar, Pan-Americanism, pp. 50-51. 
11 Charles A. and Mary R. Beard, The Rise of American Civilization, Volume 2 (New 

York: Macmillan, 1931), pp. 502-3. 
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TABLE 2.2 

Colonial Possessions of the Great Powers 
(in millions of square kilometers and in millions of inhabitants) 

Colonies 
Metropolitan 

countries Total 

1876 1914 1914 1914 
Area Pop. Area Pop. Area Pop. Area Pop. 

Great Britain 22.5 251.9 33.5 393.5 0.3 46.5 33.8 440.0 

Russia 17.0 15.9 17.4 33.2 5.4 136.2 22.8 169.4 

France 0.9 6.0 10.6 55.5 0.5 39.6 11.1 95.1 

Germany 2.9 12.3 0.5 64.9 3.4 77.2 

United States 0.3 9.7 9.4 97.0 9.7 106.7 

Japan 0.3 19.2 0.4 53.0 0.7 72.2 

Total for 6 
Great Powers 40.4 273.8 65.0 523.4 16.5 437.2 81.5 960.6 

Colonies of other powers (Belgium, Holland, etc.) . . . . . . . . 9.9 45.3 

Semicolonial countries (Persia, China, Turkey) .......... 14.5 361.2 

Other countries ................................... 28.0 289.9 

Total for the world ...................... 133.9 1,657.0 

Source: V.I. Lenin, Imperialism, The Highest Stage of Capitalism, Collected Works {Moscow: 
Progress Publishers), 22, p. 258. 

claimed by capital. As can be seen in Table 2.2, between 1876 and 
1914 this small club of capitalist powers annexed almost 25 million 
square kilometers of territory in formal colonies (half a billion peo
ple now in thrall to formal empire), not to mention the very con
siderable extension and consolidation in the way of neocolonies 
and semicolonies. Even Germany, which arrived late at the ban
quet, still managed to amass a not inconsiderable empire. 

This division of the world reflected the relative economic and 
political strength of the various powers. Clearly, Britain had by far 
the most foreign investment and the largest empire. Because of 
British preeminence in industrial development and the immense 
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advantages of the British empire, British commodities dominated 
world trade and the pound sterling functioned as the linchpin of the 
international monetary system. As one observer has described the 
situation: 

It was not simply that Britain provided the long-term and short-term 
capital necessary to keep the system going, but that the specific 
evolution of the world economy in the nineteenth century was in
tegrally related to Britain's own economic development. As the 
world's strongest industrial and mercantile power, Britain used its 
diplomacy and military strength to create a world economy that 
gave maximum freedom to trade and investment. The gold-standard 
mechanism assured freedom of trade and the security of foreign in
vestments. The use of sterling as the main international currency 
and the pivotal role of British bankers were, in turn, indications of 
the success of Britain in making the entire world its trading area. 12 

But once the other capitalist countries had developed to a point 
where they were both able to and compelled to challenge British 
supremacy, "free" trade - which reflected British economic and 
political predominance - gave way to protectionism and inten
sified economic and political rivalry. Tensions were mounting 
within a world order and during a period which saw the rise of the 
major imperialist powers. The configuration of rivalry which 
gradually emerged was complex, shaped by geopolitical and histor
ical factors, as well as the conflict of economic interests. On both 
the economic and political levels, the greatest potential challenges 
to British power came from the United States and Germany. As for 
the U.S., its more dynamic economy was on a collision course with 
British world preeminence. Between 1870 and the outbreak of 
World War 1, U.S. GNP grew at a rate more than twice that of Great 
Britain. 13 Yet in Latin America, for instance, the Monroe Doctrine 
notwithstanding, the U.S. could only secure a $1.65 billion invest
ment while the British could claim $3. 7 billion in 1914. 14 Neverthe
less, the specificity of the situation was such that Germany stood in 
a more desperate position vis-a-vis the existing international order. 

12 Fred L. Block, The Origins of International Economic Disorder: A Study of United 
States International Monetary Policy from Y\Orld War II to the Present (Berkeley: Univ. of 
California Press, 1977), pp. 12-13. 

13 U.S. Bureau of Economic Analysis, Long-Term Economic Growth, 1860-1970 
(GPO, 1973), Table 7, p. 99. 

14 See Table 2.3, p. 191. 
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The U.S., therefore, was not compelled to challenge the British 
.
11 

a direct, all-around way. On the one hand, the U.S. (and also 
1 
apan) stood .o~tsid~ tha~ framework of Eur~pean power po~~ics 
~hich imper1ahsm mher1ted from late feudalism and compet1t1ve 
capitalism. It was this framework which was shattered in the two 
world wars, creating a more appropriate global political frame
work for imperialist accumulation. On the other hand, unlike its 
European counterparts, U.S. imperialism could still concentrate on 
developing the vast territories it had recently annexed. Like all the 
imperialist powers, the U.S. was increasingly driven to expand out
ward. But even though they were quick to grab at the remnants of 
Spain's decrepit empire, the U.S. rulers could for the time being 
mainly rest content with a somewhat secondary role in the overall 
imperialist scram~le for power. (Where it did exert influence, as in 
China, the U.S. pushed for the maintenance of an "open door" to all 
national capitals. The assumption, of course, was that in such ''free 
competition '' for influence the U.S. would ultimately come out on 
top given its prodigious internal rate of growth and modernization. J 

To a considerable extent, imperialism emerged within an in
stitutional framework dominated by the European market and po
litical state system. The great powers were predominantly Euro
pean nation-states and world politics largely reflected the legacy of 
nineteenth-century European power politics. Partly for this reason, 
the principal challenge to British leadership came from Germany. 
As a leading chronicler of the economic history of Europe has em
phasized: "The rapid industrial expansion of a unified Germany 
was the most important development of the half-century that pre
ceded the First World War - more important even than the com
parable growth of the United States, simply because Germany was 
enmeshed in the European network of power and in this period the 
fate of the world was in Europe's hands.'' 15 Indeed, in the first 
decade of the twentieth century, Germany was relatively more 
dynamic, could boast of greater increases in productivity, and had a 
much higher rate of domestic capital formation than did Britain, 
Whose parasitism stood in striking contrast to German growth. 
Nevertheless, while German exports hammered at British control 
of foreign markets, German foreign investment was restricted by 

d 
15 

David S. Landes, The Unbound Prometheus: Technological change and industrial 
pevefopment in Western Europe from 1750 to the present (London: Cambridge Univ. 

ress, 1970), p. 326. 
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the unfavorable balance of political and military power. 
Thus, Germany needed a new division of the world and (unlike 

the U.S.) had to play a frontline role in attempting to achieve a 
favorable redivision, while for their part , the British imperialists 
needed both to defend the old division, which was favorable to 
them, and to expand further . The U.S. could continue to pursue the 
conquest of "its" newly a~quired West, consolidate its holdings in 
the Pacific and the Caribbean , and nibble at British commercial 
and financial control in Latin America - while the European 
powers were more immediately forced to gear up for a life-and
death struggle for empire. The hemispheric insularity of the U.S. 
afforded its leaders considerable maneuvering room in comparison 
with the other imperialists (who were also choked by the British
dominated world order). 

The not inconsequential domestic reserves of U.S. imperialism, 
along with its "extra-European" situation, help explain why U.S. 
interests were not as hemmed in by British dominance as were Ger
man interests. The U.S. , as a result, could deal with both Germany 
and Great Britain in ways that they could not deal with each other. 
True, in the prewar decades the United States was a rising dynamo. 
But, as emphasized in Chapter 1, there is no strict correlation be
tween indices of economic vitality and specific political alignments 
(and conflicts). The overall politics and economics of the inter
national situation dictated that Germany lead a direct challenge to 
the existing interimperialist relations. 16 

Lenin characterized the war that broke out: 

The first imperialist war of 1914-18 was the inevitable outcome of 
this partition of the whole world, of this domination by the capitalist 

lh A German historian, Fritz Fischer, has discovered that several years before the 
sta rt of the war the German government and high command had developed exten· 
sive plans for a far-reaching German empire, rivaling and similar to those later for· 
mulated by Hitler, including colonization of the Ukraine (see Fritz Fischer, 
Germany's War Aims in the First World War [New York: W.W. Norton , 1967]). This is 
understood by some as a refutation of the correct argument that the first irnperialist 
war was the responsibility of both groups of imperialist combatants, and as confir
mation that "German expansionism" was the sole cause of it. In point of fact, 
however, besides re flecting that Nazi expansionism was not something different 
from ''ordinary' ' imperialism, this merely shows that Germany was conscious of its 
role as imperialist challenger in the First (and Second) World War and , it would 
seem, confident of its ultimate success. The far-flung and already existing empires of 
Britain, France, and Tsarist Russia were no less founded on pillage, plunder, and ex
ploitation than the fledgling empire of the Germans. 
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monopolies, of this great power wielded by an insignificant number 
of very big banks - two, three, four or five in each country. This war 
was waged for the repartitioning of the whole world. It was waged in 
order to decide which of the small groups of the biggest states - the 
British or the German - was to obtain the opportunity and the right 
to rob, strangle, and exploit the whole world. You know that the war 
settled this question in favor of the British group. And as a result of 
this war, all capitalist contradictions have become immeasurably 
more acute. 11 

World War 1 was the first imperialist war for world redivision, 
the first mass slaughter of modern history. On the first day of the 
Battle of Somme in 1916, 60,000 people lost their lives. This 
monstrous conflict not only drove millions to an early grave, but 
also left most of Europe physically and economically devastated. In 
France alone, 2. 7 million people were left homeless; 285,000 
houses were destroyed and 411,000 damaged; 22,000 factories, 
4 800 kilometers of railroads, 1,600 kilometers of canals, 59,000 

I 

kilometers of roads, and 3.3 million hectares of arable land lay 
useless. 18 Currency inflation was astounding. In victorious Britain, 
prices in 1920 stood at three times their prewar levels. But the 
worst inflation by far was in the defeated countries of Central 
Europe. In Austria, prices rose to 14,000 times prewar levels; in 
Hungary, the multiple was 23,000; in Poland, 2,500,000. In Ger
many, by November 1923, the mark was worth one-trillionth of its 
prewar value. 19 

But, as a result of previously unimaginable death and destruc
tion, empires were recarved and capital restructured on an interna
tional scale. The German challenge to Britain was defeated - tem
porarily as it turned out - and German military, political, and eco
nomic might was significantly restricted. Germany lost its entire 
colonial empire and some minor portions of territory. The old semi
feudal Russian, Austro-Hungarian, and Turkish empires vanished 
from the stage of history. The spoils of war went to the victorious 
powers, but not all the winners emerged with greatly expanded 
strength. Italy, a lesser partner in the wartime alliance against Ger
many, gained virtually nothing for its efforts, as the British and 

11 "Report on the International Situation and the Fundamental Tasks of the Com· 
munist International" (19 July 1920), LCW, 31, pp. 216-17. 

1
" Nabudere, Political Economy of Imperialism, p. 131. 

19 Landes, Unbound Prometheus, pp. 361-62. 
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French were far from willing to cut Italy in on the spoils of war 
which hardly made up their own losses. France lost an estimated 23 
billion out of 45 billion francs in foreign investment, in part on ac
count of war expenditure needs, but mainly because several of her 
debtors defaulted. The French imperialists lost 12 billion francs (or 
one-quarter of their overseas holdings) in Russia alone, debts that 
the proletariat now in power was not about to pay back. 20 

Although Britain was generally successful in defending her 
share of the world, the war's aftermath saw the near total stagna
tion of her economy and the collapse of the sterling-based gold stan
dard. To finance the war, the British were forced to sell off £207 
million of £800-900 million in dollar-denominated investments, 
plus another £54 million of sterling-denominated investments. 2 1 

Britain's total foreign investment in 1929 was at no higher level 
than it was in 1913-14. 22 With France and Germany mainly tied 
down in Europe, Japan seized the opportunity to grab German col
onial holdings in the Far East and to consolidate a powerful position 
in China. 

Among the imperialist powers, the principal victor was the 
U.S., which emerged from the war in the most economically 
powerful position and whose gains will be documented below. 
Taking advantage of their geographic position, the U.S. rulers 
managed to remain largely aloof from the entanglements of prewar 
alliances, enabling them to implement the strategy (to again use 
Mao Tsetung's colorful description) of "sitting on top of the 
mountain to watch the tigers fight." U.S. troops accounted for 
only 2.4 percent of all Allied troop deaths in battle. 23 In the early 
stages of the war, the U.S. maintained a formal neutrality while 
supplying the combatants, mainly the British and French, with war 
materiel and financial backing. Once the tide had begun to turn, the 
Lusitania sinking became a convenient excuse for the cry to go up, 
''the Yanks are coming'' - to claim, of course, a full ''fair share'' of 
the spoils. 

While the U.S. imperialists sat out the early stages of the 
military conflict in Europe, they waged their own war against Latin 

20 Landes, Unbound Prometheus, p. 362. 
21 Landes, Unbound Prometheus, p. 362. 
22 United Nations, Department of Economic Affairs, International Capital 

Movements During the Inter-War Period (Lake Success, N.Y.: 1949), pp. 2, 29. 
23 Encyclopedia Americana (1983), s.v. "World War I: War Casualties." 
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America and the Caribbean. In 1914, U.S. Marines invaded Vera 
Cruz to protect considerable U.S. interests in Mexico. After some 
eight rebellions against U.S. domination rocked Haiti in less than 
four years, President Woodrow Wilson sent the Marines to occupy 
that country a second time, installing a puppet regime and then an
nexing the island outright as a U .S. protectorate in 1915. Troops 
were to stay there for nineteen years. In 1916, U.S. Marines simi
larly invaded and occupied the Dominican Republic for the fourth 
time (and kept troops there for eight years), and the U.S. Army 
went on a ''punitive expedition' ' to Mexico to go after revolu
tionary forces led by Pancho Villa. As Wilson explained, ''I am go
ing to teach the South American Republics to elect good men. 1124 

Smedley Butler, commandant of the U.S. Marines, later exposed 
the role of U.S. armed force during this time. After bluntly 
characterizing his function as that of ''a racketeer for capitalism,'' 
he went on: 

. .. I helped make Mexico and especially Tampico safe for American 
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· 
purify Nicaragua for the international banking house of Brown 
Brothers in 1909-12. I brought light to the Dominican Republic for 
American sugar interests in 1916. I helped make Honduras "right" 
for American fruit companies in 1903 .... 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. We Marines operated on 
three continents. 25 

From the standpoint of world history, the new interimperialist 
alignments were not the most important product of World War 1. 
With the First World War, the legitimacy of bourgeois rule was 
called into question as never before. In the immediate aftermath of 
the conflict, a tremendous leap forward in revolutionary con
sciousness and struggle swept through Europe and spread rapidly 
to the colonies and, to some extent, to the U.S. as well. The masses 
would not supinely return to the "peaceful" oppression of the 

21 Quoted in Ernest Gruening, Mexico and Its Heritage (New York: Century, 1928), 
p. 578. On the diplomacy of Woodrow Wilson , see also' 'The Sanctimonious Piffle of 
"".'oodrow Wilson," Revolutionary Worker, No. 158 (24 June 1982), p. 8; and V.G. 
Kiernan, America: The New Imperialism (London: Zed Press, 1978), pp. 134-35. 

2
!\ Quoted in Leo Huberman, We, the People, 2nd ed. (New York: Monthly Review 

Press, 1964), p. 253. 
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prewar period. The British Prime Minister Lloyd George cringed: 
''The whole of Europe is filled with the spirit of revolution. There is 
everywhere a deep sense not only of discontent, but of anger and 
revolt amongst the workmen against prewar conditions. The whole 
existing order in its political, social, and economic aspects is ques
tioned by the masses of the population from one end of Europe to 
the other .... Much of this unrest is unhealthy. " 26 For the im
perialists, unhealthy it surely was. And the "disease" was worst in 
Russia where, in October 1917, the Bolshevik Revolution removed 
most of the empire of the tsars not only from the war but from the 
imperialist system itself. 

The Russian Revolution was truly an earthshaking event. This 
establishment of the world's first proletarian state (excepting the 
Paris Commune of 1871 which lasted but a few months) ushered in 
the epoch of proletarian revolution. The new Soviet state inspired 
the working class and oppressed peoples both in the imperialist 
countries and in the colonies. 27 The existence of a socialist country 
even introduced radical new elements into world diplomacy - in 
all their actions, imperialist diplomats now had to reckon with the 

26 Quoted in Nabudere, Political Economy of Imperialism, p. 132. 
27 The revolutionary insurrections that broke out in Berlin, Munich, Vienna, and 

Budapest in the aftermath of World War 1 have been well documented, particularly 
the rise of workers' and soldiers' councils. But in the first few years after the October 
Revolution, the organization and influence of the proletariat in the oppressed nations 
also grew tremendously. The Second Congress of the newly formed Communist 
International in 1920 included in its ranks delegates from India, Turkey, Persia, 
China, Korea, Java, and the Soviet Asian peoples. By 1925, communist parties had 
been established in several oppressed nations: Indonesia, Palestine, Burma, and 
Malaya. Further, several underground parties and organizations were formed in the 
Middle East. Parties affiliated with the Third International were also founded in 
Argentina, Brazil, Chile, Cuba, Mexico, Uruguay, and elsewhere in Latin America. 
Close political relationships developed between the new proletarian dictatorship 
and the leading political representatives of the nationalist movements in countries 
such as Turkey, India , and China, sites of upheavals against foreign rule. The revolu
tionary outbursts in Afghanistan, Korea, Egypt, Iraq, and Mongolia in the 1919-1922 
period were all closely connected with the October Revolution. In Java and Sumatra, 
in the mid-1920s, communists led armed rebellion against Dutch rule (see William Z. 
Foster, History of the Three Internationals (New York: International Publishers, 1955], 
pp. 307-8; Foster, Outline Political History of the Americas [New York: International 
Publishers, 1951], pp. 378-79; and Harry Magdoff, Imperialism: From the Colonial Age 
to the Present [New York: Monthly Review Press, 1978], p. 65). The rise and develop· 
ment of the Chinese Communist Party is well known, as is Mao's classic statement of 
its origin: "The salvoes of the October Revolution brought us Marxism-Leninism" 
(Mao Tsetung, Selected Works [Peking: Foreign Languages Press, 1969), Volume 4, p. 
413). 
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· tence of Soviet power. Indeed, the shadow of the Bolshevik 
e"lS h II • • II h' h olution loomed large over t e peace negotiations w ic 
ReVught the war to a close. Woodrow Wilson's famous "Fourteen 
bfO • h • 1 • f 11 lf d t • t' 11 d 
P · nts'' and his r etorica promise o se - e ermina ion an a 

01 h' , ,. ust peace'' were in great measure a response tot is - one percep-

t.~e historian even titled the final chapter of his book on the 
1 

f h "W'l V L . " 28 diplomacy o t ese years i son ersus enin. 

The U.S. Extends Its Empire in 
the Wake of the First World War 

In 1918, the Armistice was signed. Germany, which suffered 
greatly in terms of ca~ualties. and.war dest:uction, als? paid a heavy 
price in the form of in?ustrial dispossession~ , colo:i1al. losses, and 
reparations as a vanquished power. Its colonial territories were ap
portioned among the winning power.s as mandates of the League .of 
Nations, as Wilson had urged. While the U.S. had furthered its 
characteristically neocolonial influence during the war years 
(especially in Latin America), it did not do as well with respect to 
the redistribution of formal colonies. At Versailles, the imperialists 
gave Britain control over German New Guinea, German Samoan 
Islands (through Australia and New Zealand, respectively) , Ger
man Southwest Africa (through the Union of South Africa), and 
German East Africa. France divided the Cameroons and Togoland 
with the British. Ruanda and Urundi were "allocated" to Belgium, 
the Portuguese also obtained some territory in Africa, and the 
Japanese imperialists "acquired" the Caroline, Marshall, and 
Mariana Islands (they had already seized Korea and the southern 
half of Sakhalin) and consolidated gains in China. 29 

But the dragooning of subject peoples into the imperialist ar
mies and the maraudings of these armies unleashed new actors on 
the stage of history in the colonial world. What the British historian 
Arnold Toynbee described about the French position in northern 
Africa has broader significance: "At the very moment .. . when 
France triumphed decisively over her Western rivals, the general 

211 Arno J. Mayer, Political Origins of the New Deal Diplomacy, 1917-1918 (New 
Haven: Yale Univ. Press, 1959), p. 368. 

29 See H.W.V. Temperley, ed., A History of the Peace Conference of Paris, Volume 6 
(London: Henry Frowde and Hodder and Stoughton, 1924), pp. 503-4. 
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ascendancy of the Western world over [northwest Africa] was chal
lenged - suddenly and unexpectedly - by the native peoples."3o 

A page from the history of the Middle East illustrates how the 
victorious imperialists dealt with the struggles of the oppressed in 
the countries they had "won'' in battle. During the war, the British 
and French promised the Arab peoples of the Ottoman Empire that 
Britain would guarantee their independence if they fought the Ot
toman Turks (allied with Germany). At the conclusion of the war, 
an agreement was hammered out at a European conference table: 
France would rule Syria and Lebanon while Britain would take 
charge of Palestine (divided a few years later into Palestine and 
Trans-Jordan) and Iraq. The decisions could only be enforced 
through massive suppression of indigenous forces demanding inde
pendence. The nationalist movement in Syria was quelled early, 
but the British met a serious challenge to their rule in Iraq, where 
aerial terror bombings of peasant villages figured prominently in 
the campaign to put down the resistance. In the early 1920s, Italy 
seized several islands in the Mediterranean and finally conquered 
Libya after more than a decade of struggle. It was not until 1926 
that the Riff zones of Morocco were finally subjugated by France 
and Spain. 31 

Among the imperialist powers, the United States was most 
favorably situated to expand internationally. Although it did not 
obtain significant new colonies through the Versailles Treaty, it 
was able, on the basis of the leverage it gained, to open up new in
vestment and trade opportunities, both in Latin America and in the 
colonies and neocolonies of the other imperialists. ''We have ad
vanced from the period of adventure,'' explained the American 
Director General of the Pan-American Union in 1928, "to the 
period of permanent investment in our relations with the nations of 
Latin America .... '' 32 Achieving such ''permanency'' required 
nothing less than ''gunboat diplomacy'' and, during the decade of 

30 Arnold Toynbee, Survey of International Affairs, Volume 1: The Islamic World 
Since the Peace Settlement (London: Oxford Univ. Press, 1927), p. 94. 

31 See Joe Stork, Middle East Oil and the Energy Crisis (New York: Monthly Review 
Press, 1975), p. 15; see also Temperley, ed., Peace Conference of Paris, Volume 6, pp. 
41-192; and Toynbee, The Islamic World, pp. 105-63. 

32 As stated by the Director General, Leo S. Rowe, in his foreword to Max Winkler, 
Investments of United States Capital in Latin America (Boston: World Peace Founda
tion, 1929). 
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the 1920s, naval forays into Central America continued to be com
monplace. All this was carried out in the "fraternal" spirit of the 
Monroe Doctrine. In 1920, the U.S. "fraternally aided" the people 
of Guatemala with U.S. naval armed force. The U.S. launched 
similar attacks on Honduras in 1924. Nicaragua was invaded, for 
the second time, in 1926. Such gunboat diplomacy produced a 
situation in which, at one point, U.S. officials directed the financial 
policies of eleven of the twenty Latin American countries - and 
U.S. banking agents in six of them were backed on the spot by U.S. 
troops. 33 Largely on the basis of its new share of the world, the inter
nal strength derived mainly from this, and such "gunboat 
diplomacy, " U.S. capital export continued to grow throughout the 
1920s. 

The dramatic rise of the U.S. as a major capital exporter also in
cluded substantial loan operations, particularly in Europe. The 
U.S. emerged from World War 1 as the world's main creditor na
tion, which had significant political and economic repercussions. 
The French were indebted to the U.S. bourgeoisie for some $4 bil
lion, lesser combatants for $3.2 billion. The British had themselves 
lent heavily to their allies but in turn were forced to borrow from 
the U.S. and, at the war's end, owed $4.7 billion. 34 

In the postwar period, the U.S. was the major international sup
plier of capital and New York began to supplant London as the 
world financial center. In 1924, the volume of U.S. foreign lending 
reached a new annual high of more than $900 million, and rose to a 
level of $1.25 billion in 192 7 and 1928. Between 1924 and 1929, the 
U.S. exported almost twice as much loan capital as did Britain, and 
much of this capital went into Europe.35 There, the influx of U.S. 
capital mainly took the form of short-term loans rather than long
term investment. In particular, U.S. financiers played an important 
role in funding German recovery, taking advantage of the favor-

33 Beard, The Rise of American Civilization, Volume 2, pp. 503-4; J. T. Whitaker, 
Americas to the South (New York: MacMillan, 1939), p. 3; and Zinn, People's History, 
p. 399. According to Zinn: "Between 1900 and 1933, the United States intervened in 
Cuba four times, in Nicaragua twice, in Panama six times, in Guatemala once, in 
Honduras seven times." See also James Cable, Gunboat Diplomacy (New York: 
Praeger, 1971), Appendix: " Fifty Years of Gunboat Diplomacy," pp. 175-229. 
~Charles P. Kindleberger, The World in Depression 1929-1939 (Berkeley: Univ. of 

California Press, 1973), p. 40. 
35 Kindleberger, World in Depression, pp. 54, 56. 
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able climate for foreign investment in Germany during the 1920s.a6 
U.S. loan capital enabled Germany to meet its reparations obliga
tions; both the Dawes Plan of 1924 and the Young Plan of 1929 
established payments schedules linked to international, mainly 
U.S., loans. 

The U.S. position on reparations and repayments, along with 
the mechanisms and arrangements worked out to finance them, 
very much influenced the economic and political struggles of the 
interwar period. Their fabled isolationism notwithstanding, the 
U.S. imperialists positioned themselves to play the major investor 
role in Germany and, linked with this, strengthened their hand vis
a-vis Great Britain and France as well. All told, the U.S. acquired 
considerable leverage over the other great powers, enabling it to as
cend the imperialist hierarchy. 

The expansion of the post-World War 1 period cannot be under
stood outside the new investment opportunities opened up in the 
Third World. The magnitude of colonial acquisitions is certainly 
not the only fact9r underlying growth potential - but it is decisive. 
The dialectics of international expansion and domestic growth can
not be treated here; besides the general discusson in the preceding 
chapter, the theoretical argumentation and concrete substantiation 
of this thesis is contained in a subsequent volume dealing with capi
tal accumulation in the post-World War 2 period. Yet that linkage 
must be underscored in the present narrative if we are to under
stand the relative buoyancy and prowess of the U.S. economy in 
the 1920s. 

Let us consider the international expansion of U.S. capital. U.S. 
foreign investment grew more than fivefold between 1914 and 

36 Despite the much ballyhooed "rape of Germany" via the Versailles Treaty, the 
facts show that while Germany was severely beaten, it was not destroyed as an im
perialist power. It suffered the loss of its colonies, restrictions were placed for a time 
on German freedom to act in the Rhineland and on the country's military capacity, 
and it was saddled with reparations payments (which proved largely unenforceable). 
Despite the loss of some domestic territory, however, the German imperialist in
dustrial base in the Ruhr and Silesia remained intact. As one historian perceptively 
noted: "Germany had only to secure a modification of the treaty, or to shake it off 
altogether; and she would emerge as strong, or almost as strong, as she had been in 
1914" (A.J.P. Taylor, The Origins of the Second World War, 2nd ed. [Greenwich, 
Conn.: Fawcett, 1966), p. 28). This situation did not stem mainly from the leniency of 
the victorious imperialists, but from the practical necessities of dealing with a 
defeated but still imperialist nation in the context of imperialist international rela
tions, both economic and politico-strategic. 
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TABLE2.4 

Stock of Foreign Investment"' 
of Leading Imperialist Powers: 

1900, 1914, 1930 
(percentage distribution) 

Country 1900 1914 

United States. . . . . . . . . . . 2.0 6.3 

United Kingdom . . . . . . . . 50.8 50.5 

France . . . . . . . . . . . . . . . . 21.8 22.3 

Germany . . . . . . . . . . . . . . 20.2 17.8 

Canada ............. . 0.5 

Netherlands . . . . . . . . . . . 4.0 3.1 

*distribution of all foreign investment, including portfolio. 

1930 

35.3 

43.8 

8.4 

2.6 

3.1 

5.5 

Som:ce: Richard S. Newfarmer and Willard F. Mueller, Multinational Corporations in Brazil and 
Mexz~o, Repo~t to the Subcommittee on Multinational Corporations of the Committee on Foreign 
Relations, United States Senate, August 1975. (Washington, D.C.: GPO, 1975}, page 3t 

1930. This co~pares dramatically with the investment positions of 
~he other maJor. powers - British, French, and German overseas 
investment ~echned during the same period (see Table 2.1). And, as 
can be se~n ~n ~abl: 2.3 (which shows the change in volume and 
?eograph1c d1str1but1on of the foreign assets of the leading imperial
ist powers from the outbreak of World War 1 to the eve of World 
W~r 2), the U:S. even raised its investment profile over fourfold in 
As~~ a?d Africa (taken together), regions which were more the 
ba.1hw1cks of the other imperial powers. The distribution of owner
ship of the aggregate stock of all foreign investment shifted radi
call~. As.can be seen in Table 2.4, the U.S. share of the total stock of 
foreign investment of the ~ix major Western capital-exporting 
powers was under 7 percent In 1914. Only twenty-five years later, 
in 1930, the U.S. share accounted for over 35 percent of the total! 

In th~ real-?1 of ~rade, the U.S. also scored impressive gains. In 
fact, d~r1n~ this period trade was the leading edge of U.S. economic 
expansion In many of the areas dominated by other imperialists. As 
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. the case today with Japan and West Germany, the vitality of the 
~ rnestic industrial base of the U.S. gave it commercial advantage. 

1°1913, U.S. exports to China stood at $26.1 million; by 1930, they 
:ad soared to $190 million. 37 The U.S. even made inroads into Bri
tain's rnost highly prized ~ol~nies. In 1930, the total value of U.S. 
exports to India, Egypt, N1ger1a, and Malaya reached 17 percent of 

. . , t t 1 38 Great Br1ta1n s o a . 
Still, in the majority of colonial regions in Asia, Africa, and the 

Middle East, Britain retained the upper hand politically. France, 
too, retained large colonial holdings, as did most of the other Euro
pean imperialist powers and Japan. Under monopoly capitalism, 
no less so than under earlier capitalist colonialism, the primary 
vehicle for securing economic advantage in a colony is political 
control of its state apparatus. Old-style colonialism, particularly as 
practiced by the European powers through the mid-twentieth cen
tury, centered on formal control of the oppressed nations through 
colonial administration and military occupation. Neocolonialism, 
particularly as perfected by the U.S. in the post-World War 2 period, 
revolves around very real control of formally independent'oppressed 
social formations through a variety of mechanisms, including puppet 
regimes and military pacts, as well as foreign investment, aid, and 
trade. 

It was principally in the Western hemisphere where the U.S., 
given the political control it exercised, made lhe greatest gains in 
overseas investments. U.S. investments in Latin America increased 
more than fourfold between 1913 and 1929.39 By 1929, its assets in 
the Caribbean, Mexico, and Central America far exceeded those of 
Britain. In South America, the British were mainly protecting and 
consolidating their holdings in Argentina, Brazil, and Uruguay, 

37 Williams, Contours of American History, p. 435. Viewing the movement of this 
trade from the other direction, between 1913 and 1931 the U.S. share of China's ex
ports rose from 9.3 percent to 13.2 percent of the total. By 1936, the U.S. was taking 
26.4 percent of China's exports. The increase in U.S. foreign investment in China, 
while impressive, lagged behind increases in the domain of trade. In 1914, the U.S. 
owned 3.1 percent of the total foreign investment in China. By 1931, its share had in· 
creased to 6.1 percent as compared with its 13.2 percent share of China's exports and 
22.2 percent share of China's imports (Albert Feuerwerker, The Chinese Economy, 
1912-1949, Michigan Papers in Chinese Studies, No. 1 (Ann Arbor: Univ. of Michigan 
Press, 1968], pp. 63-75). 

3
tt R. Palme Dutt, World Politics: 1918-1936 (New York: International Publishers, 

1936), pp. 196-97. 
39 Winkler, U.S. Capital in Latin America, p. 284. 
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bile U.S. investments were growing far more rapidly and displac
~ them everywhere else. U.S. investments in South America 
111~w l,226 percent from 1913 to 1929, compared with a 17 percent 
~r crease in British investments. 40 A further indication of increasing 
~.S. influence and economic advantage in Latin America is to be 
found in Table 2.5, which reveals the far greater ability of the U.S. 
·rnperialists, relative to the British, to expand trade in the region. 
1 

The sharp increase of its overseas investments and the general 
bolstering of its international position spurred overall growth for 
the U.S. An additional stimulus came from rationalization and re
structuring induced by the exigencies of war: new production tech
niques found widespread applicat,ion; scientific research expanded 
greatly; and the automobile complex emerged as a major compo
nent of the industrial structure. The liquidity of large firms in
creased as a result of war contracts, and new government-built fa
cilities passed into the hands of large corporations after the war . 
With its productive base undamaged by the conflict, the U.S. 
greatly increased an already substantial technological edge over the 
other imperialist powers and put it to competitive use. 

These advantages were reflected in the trajectory of the U.S. 
economy during the interwar period. After a brief inflationary 
boom in 1.919-20 and a severe but brief downturn in 1920-21 (attri
butable largely to short-term causes), the years 1922-29 saw rela
tively impressive growth. Between 1919 and 1929, capital per 
worker, which had shown practically no increase between 1909 
and 1919, grew at an impressive 3.2 percent annual rate. 41 The 
volume of manufacturing output in 1928-29 was 70 percent greater 
than prewar levels. 42 In the 1920s, a stupendous merger boom ac
companied and fed this expansion. Between 1913 and 1929, U.S. 
GNP grew at an average annual rate of 3.1 percent. Of the major 
capitalist powers, only Japan had a higher rate of growth (Japan, 
like the U.S., had been able to sit out, yet benefit from, the war). 43 

The 1920s were years of expansion throughout the imperialist 
countries, although its pace and scope was uneven. We have 
already chronicled the robust expansion of the big gainer in the 

10 Winkler, U.S. Capital in Latin America, pp. 284-85. 
41 David M. Gordon, et al., S?grnented Work, Divided Workers (New York: Cam

bridge Univ. Press, 1982), p. 104 . 
42 L andes, Unbound Prometheus, p. 368. 
43 U.S. Bureau of Economic Analysis, Long-Term Economic Growth 1860-1970 

(GPO, 1973), Part IV, Table 7, p. 99. 
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war, the U.S. Because Great Britain still held on to a considerable 
portion of its empire and because of the overall expansion in the im
perialist world, it was capable of sustaining a modicum of growth. 
New industries took root in the advanced countries: electrical 
power generation, synthetic chemicals, and motor transport were 
among the most prominent. Deprived of expanded international 
opportunities for accumulation, Germany, the big loser in the war, 
was forced to more radically restructure its domestic base {thus the 
extensive modernization of the steel sector), and this had a certain 
stimulating effect on its economy. France undertook a massive pro
gram of reconstruction and during the years 1921-29 could boast an 
average annual rate of increase of total real output of 7.8 percent. 
By the same measure, Japan showed a rate of increase of 4.8 per
cent {the same as that of the U.S.); on the other hand, Great Britain 
grew at a rate of only 2.5 percent. 44 

This economic performance can only be understood in light of 
the respective international positions of the great powers. Great 
Britain and France had successfully defended their colonial em
pires - but they were not to substantially enlarge them, notwith
standing gains in the Middle East. Japan expanded its colonial hold
ings and export markets through the war, while the war mobiliza
tion itself spurred industrialization (particularly in the iron and 
steel sectors) and led to big increases in concentration. Germany, of 
course, found itself hemmed in by the postwar arrangements; for 
example, the dissolution of the Austro-Hungarian empire seriously 
compromised its historical patterns of trade. The collapse of the 
tsarist empire represented a different kind of loss for all the im
perialist powers. The removal of a large part of the world from the 
imperialist orbit, especially in view of the historical role of the 
European market, compounded the difficulties of international 
restructuring. This was of some moment for France: many of 
Russia's metal works were French-owned, and half of Russia's oil 
output was controlled by French and British capital. 45 

Thus, while a new context was established for world accumula
tion, the contradictory outcome of and constraints imposed by this 
first redivision of the world also asserted themselves: in the decade 

44 U.S. Bureau of Economic Analysis, Long-Term Economic Growth, pp. 274-75. 
45 History of the Communist Party of the Soviet Union (Bolsheviks}: Short Course (New 

York: International Publishers, 1939), p. 162. 
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of the 1920s Europe experienced persistent~y high rat~s .of un
loyment· investment as a share of GNP in Great Britain was 

~~f that of ~he investment share in ~he l! .S.; 46 and expansion 
ved especially turbulent and short-lived in Germany. 

pro Let us sum up, then, what World War 1 accom~lis~ed .. The war 
a turning point in world history. Much of the institutiof'.lal and 

was l ' · t f h. h · economic framework of European power po itics, ou o w ic rm-
rialism had emerged, was destroyed. Indeed, the war years were 

pecompanied by a widespread cultural malaise in Europe and, on 
:~e other hand, a sense of anticipation as the ''old world'' seemed to 
hatter and decay on the battlefield. The growing importance of the 
~nited States, inside and outside Europe, was testimony to the col
lapse of that framewor~. Objectively, in:1pe~ialist capital nee~ed to 
make a leap and, by virtue of the war,. it d~d ~o .. In terms. of int~r
imperialist relations, the war ten:pora~ily dimi_nished the in~en~ity 
of world rivalry enough to permit the international reorganization 
of capital. New spheres of influence were chiseled ?~t.and growth 
ensued. On the other hand, unlike the overall red1v1s1on effected 
by the Second World War, this one was i:ot as gr~at, both in t~e re
distribution and concentration of colonies and in the recasting of 
interimperialist alignments. While the U .S: exploited t?e bu~dens 
and dislocations of the war to strengthen its hand against victors 
and vanquished alike, it did not ' 'clean up' ' against its allies as it did 
during World War 2. At the same time, in the war's aft~r~ath t~e 
imperialist states as a whole did not face the same ove~r1d1ng po~1~
ical necessity to bloc against a socialist camp, a necessity tha.t mit.1-
gated imperialist antagonisms following World War 2. And in t~1s 
overall context, the absence of a leading imperialist power - in 
contrast both to pre-World War 1 British preeminence and post
World War 2 U.S. dominance - had an impact on the course of 
development of the interwar period. . . . 

For these reasons the contradictory thrusts of 1mper1ahst accu-, . 
mulation led to a decade of expansion {in which some powers parti-
cipated only minimally) followed abruptly by an unp.recedented 
global crisis of which the crash of the U.S. stock market in 1929 was 
the bellwether. The Great Depression was the most acute eco
nomic collapse in the history of the capitalist system. Especially 

4
" See W.W. Rostow, The World Economy: History and Prospects (Austin: Univ. ~f 

Texas Press, 1978), p. 219; U.S. Bureau of Economic Analysis, Long-Term Economic 
Growth, p. 102. 
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during th~ ini~ial years, its eff:cts were more severe and developed 
~ore rapidly in the U.S. than in most of the other imperialist coun
tries. In 1932-33, at the bottom of the trough, virtually a quarter of 
the ~.S. labor force was unemployed. The cumulative loss of po
tential output in the U.S. during the years 1930-39 was of the ord 
of $715 billion in 1972 prices, or about double the annual potenti:~ 
output the economy would have been capable of producing at four 
pe7ce?t unemployment at t~e e?d of the 19~0s.47 Between its high 
poin~ in 192~ and the low point in 1932, the index of industrial pro
duction declined more than 25 percent in Great Britain and 47 pe _ 
cent in France.''0 Th~ t?tal volume of world trade dropped from ra 
1929 peak of $68.6 bilhon to $26.9 billion in 1932; even the subse
quent ''recove7y'' o~ly brought the aggregate to $46.1billion.49 The 
Great Depression wiped out the expansion of the 1920s which had 
been ~o prod~gious in the U.S. There had been no com~arable set
back in the history of capitalism. 

In such a situation o~ economic and political stress, significant 
mass struggle~ erupted in ~he advanced countries. Had they not 
b~en steered into economist and reformist chan.nels, some cer
tainly had the potenti~l for posing an all-around and revolutionary 
chall~nge to the established order. The existence of that possibility 
was integral to the installation of "popular front," or New Deal
type, and fascist regimes. 

Compare.d.with the advanced countries, the effects of the world 
econo~ic crisis were even more ruinous in many of the oppressed 
countries. Coffee, cotton, rubber, and wheat prices declined more 
than 50 percent between September 1929 and December 1930· this 
had devastating consequences for the exports, income, and ce~tral 
bank reserves of countries like Brazil, Colombia, the then Dutch 
Eas.t Indies, a~d ~rgentina.50 When the Depression began in the 
United States, it rippled and ripped through the economies of those 
oppressed countries most directly dependent on U.S. imperialism. 
Exports from Chile, for example, plummeted by over 80 percent; 

47 Robert Aaron Gordon, Economic Instability and Growth: The American Record 
jNew York: Harper and Row, 1974), p. 46 . 

• 
4

" MINauricye Flamant and Jeanne Singer-Kerel, Modern Economic Crisis and Reces
sions ew ork: Harper and Row, 1970), pp. 69, 72. 

49 William Woodruff, lm-,xict of ~estern Man: A Study of Europe's Role in the World 
Economy 1750-1960, 2nd ed. jWash1ngton, D.C.: University Press of America 1982) 
p. 276; See also Landes, Unbound Prometheus, p. 366. ' ' 
~ Kindleberger, World in Depression, pp. 142-44. 
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frorn Bolivia, Peru, El Sa.lvador, ai:d Cu?a. by over 70 perc~nt.
51 

'fhese countries were so tied to the imperialists that when their ex
t rnarkets shrank due to the stagnation in the imperialist cen

pors their entire economies faced collapse. And this in turn limited 
ter ' · · 1 d d 
h 

ability of the imperialists to profitably export capita an goo s 
t e . h t . 
to them. The problems were even more acute in t ose co~n ries 

·th relatively larger urban centers and larger concentrations of 
;:pital (including foreign capital). In Latin America,. the m?st 
developed region of the Third World and the .one most directly tied 
to the United States, unemployment ran as high as 50 to 75 percent 
at times between 1929 and 1933. . . . 

The international crisis brought with it an escalation in the resis-
tance of the oppressed peoples. In Latin America, for instance, t~e 
struggle against U.S. and British imperialism i:nounted, notably in 
Cuba, Chile, Brazil, Mexico, Argentina, and Nicaragua. There was 
unrest as well in Asia, Africa, and the Middle East. As the 1930s 
proceeded, however, these struggles were ~n:reasingly affected ?Y 
the heightening of interimperialist contradict~ons. In 1935, Italy.in
vaded Abyssinia (Ethiopia). In 1937, Japan rai~ed the ante, 1?ovi?g 
out of areas already held in the north of China in order to i:nihtarily 
occupy the key cities in the rest of the country. By the mid-1930s, 
the lines had been drawn between two rival imperialist blocs, and 
the developing struggle between them interp~n~trate? with colo
nial unrest. In China, for example, an antagonistic spht developed 
between different sections of the Chinese big bourgeoisie: those 
tied to Anglo-U .S. interests versus those tied to Jap.an. In .sev~ral 
other countries, the conflict between the internal alhes of rival im
perialists both contributed to social ferment and often diverted that 
ferment to the service of one or the other rival imperialist force. 

In Latin America, U.S. imperialism faced a complex situation. It 
was unable to maintain the level of capital exports to the region 
reached in the 1920s; in fact, between 1929 and 1940 U.S. direct in
vestment assets actually declined. 52 As a result, the U.S. imperial
ists were forced to intensify the exploitation of the Latin American 
peoples. Meeting increasing resistance from the r:iasses, ??weve~, 
the U.S. had to modify its approach to Latin American politics. This 

51 Kindleberger, World in Depression, p. 191. . . . 
52 U.S. direct investment assets in Latin America had decli~ed f.rom $3.? ~1lhon in 

1929 to $2.8 billion in 1940 (U.S. Bureau of the Census, Hzstoncal Stat1st1cs of the 
United States, Colonial Times to 1957 [GPO, 1960), p. 566). 
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new approach, formulated in 1933, was called the "Good Neighbor 
Policy." Not unlike the Carter rhetoric of the late 1970s, Franklin 
Delano Roosevelt launched this campaign as an appeal for the 
observance of "human rights." The policy had its roots, as well, in 
the recognition (already operative in the late 1920s) that the move
ment ''from adventure to permanent investment'' necessitated 
more enduring and stable institutions of control than the mere sta
tioning of U.S. troops in the dominated countries. As Roosevelt's 
Secretary of State Cordell Hull later remarked: ''In the past we, too, 
stationed some soldiers in Central America and left them there as 
long as ten years, but the results were bad, and we brought them 
out. Since then we have found it more profitable to practice the 
'Good Neighbor Policy.' "s3 

But no matter what the changes of policy; U.S. imperial domi
nance still rested on armed force. Nicaragua provided a clear exam
ple of how the new policy worked. No sooner had the U.S. with
drawn the Marines, following years of mass resistance to direct oc
cupation, than, as a "good neighbor" of course, it organized, 
equipped, and advised a new Nicaraguan National Guard - with a 
"commander-in-chief" picked by the U.S. ambassador - to take 
the Marines' place. This National Guard then helped their U.S. 
"good neighbors" by continuing to prosecute the war against na
tionalist guerrillas led by Sandino, whom they managed to murder 
in 1934. s.i 

With the important exception of the Philippines, most of the op
pressed nations controlled by U.S. imperialism were not to become 
the ground on which the ensuing world war was fought. The most 
bitterly contested colonial preserves were in Asia, where both the 
United States and Japan sought to carve out new empires, and in 
the arc formed by North Africa and the Middle East, which oc
cupied a strategic position with respect to the European theater. 

$ 3 Cordell Hull to the Japanese ambassador in 1941, quoted in Lloyd C. Gardner, 
Economic Aspects of New Deal Diplomacy !Boston: Beacon Press, 1971), p. 47. 

M For discussion of the more general application of New Deal diplomacy in the op
pressed countries, see Gardner, New Deal Diplomacy, Chaps. 3, 6; and Eduardo 
Galeano, Open Veins of Latin America: Five Centuries of the Pillage of a Continent !New 
York: Monthly Review Press, 1973), pp. 124-26. Under the "Good Neighbor" policy, 
the U.S. imperialists backed the Machado regime in Cuba against revolt, supported 
attempts to undermine the Cardenas regime of Mexico (which, pushed by nationalist 
forces, was nationalizing U.S. oil interests), and carried out many other acts of in
terference. Needless to say, they continued to carry their big stick for use when 
deception and intrigue proved inadequate to the task. 
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Only in some areas of Latin America, most notably Argentina, 
did the imperialists of the German bloc gain significant influence 
through comprador elements and' 'fifth column'' political factions. 
In these cases, the U.S. imperialists paid special attention to em
ploying the deception of ''good neighborliness'' in ''assisting'' the 
resistance against the political influence of the rival bloc. In Brazil, 
for instance, they helped thwart an attempt by the Hitler-inspired 
Integralists to infiltrate the U.S. lackey government of President 
Vargas. Needless to say, the U.S. first had to pave the way by mak
ing the country safe from revolution, backing Vargas in arresting 
and torturing thousands and in killing hundreds of national libera
tion fighters, among whom numbered many members of the 
Brazilian Communist Party.ss On the whole, the new tactics of the 
U.S. were incapable of eliminating the resistance to its brand of im
perialism during these years, yet it had an altogether easier go of it 
than the other imperialists. 

Meanwhile, in the realm of more direct relations between the 
vying empire builders, a complex pattern of rivalry was resolving it
self into a more definite bipolar arrangement, although not without a 
certain measure of fluidity. On the surface, the United States seemed 
like the "wildcard." For instance, U.S. assistance was essential to 
keeping the British afloat. And this in turn served the larger interests 
of U.S. imperialism: ''the stabilization of the pound was seen to be in 
America's interest because it was a major step toward the stabiliza
tion of the general European monetary situation, a prerequisite for 
the attainment of American financial and trading ambitions.'' 56 Thus 
in 1925, the Federal Reserve Bank of New York and a syndicate 
headed by J.P. Morgan & Co. negotiated loans of $200 million and 
$100 million, respectively, to restore the pound sterling to prewar 
parity. s7 But the U.S. was not only bolstering Britain. Beginning in 
1928 (and more markedly after the crash of 1929) Germany, Britain's 
rival, found it difficult to meet even the reduced payments mandated 
by the aforementioned Young Plan. The Hoover administration pro
posed and brought about a moratorium on German repayments, 
much to the chagrin of the British and French. sa The U.S. was clearly 

ss Whitaker, Americas to the South, pp. 195-96. 
ss Block, Origins of International Economic Disorder, p. 16. 
s7 Block, Origins of International Economic Disorder, p. 16. 
ss Such actions, viewed as challenges to British leadership, often led observers of 

the time to erroneously conclude, as did Stalin, that the struggle between Britain and 
the U.S. for world domination had become the chief interimperialist contradiction. 

{continued next page} 
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playing the field, and manipulating the weaknesses of the central 
t . . th 1 an-agomsts in e g obal power struggle. 
. Esc~lating. c:con~mic difficulties and political crises were leact
mg to int~ns1f1ed rivalry among all the imperialist powers. But 
these tensions also created an objective basis for specific alig _ 
ments. Thus, .W:hile the United States continued to implement t~ 
strategy of '' s1tt1ng on the mountaintop,'' it had an enormous stak 
~n any major shift in interimperialist strength among its rivals an~ 
itself op7rated. according to the need to seek a redivision. For rea
sons wh1~h ~Ill become clearer in the later discussion of World 
W~r ~'this dictated a strategy based mainly on alliance with Great 
Br1ta1n. 

Real material and strategic antagonisms separated the United 
States from what would later become the Axis powers, especially 
Japan. Both the U.S. and Japan coveted huge stretches of Asia. In 
193~, the Japanese imperialists proclaimed their own functional 
equivalent to the Monroe Doctrine, warning other imperialist 
pow~rs to steer ~lear of entanglements in China. The "Open Door" 
met it~ mos~ serious challenge, with long-term U.S. interests threat
ened in. China and. Southeast Asia. As the Japanese consolidated 
c?ntrol 1n ~an.chur1a, the U.S. reaffirmed its claim to "Open Door" 
rights and its intention to enforce them. That the Japanese were 
prepar~d. to expend vast amounts of weaponry and manpower in 
the ~ac1f1c theater galvanized the U.S. alliance with Britain, which 
was in fact the principal ''status quo'' power in Asia. This alliance 
served the broader interests of U.S. imperialism: on the one hand 
the U.S. coul? more potently counter the German and Japanes~ 
challenge to its own global aims; on the other, and very much 
related, through the process of alliance with Britain the U.S. could 
more ~eeply penetrate the empire of its weaker, yet planet
straddhng, ally. 

It is often a.rg~ed ~hat t?e U.S. retreated from the prospect of 
world lea?er~h1p into isolationism in the 1920s and 1930s by, for in
stance, reJ ect1ng membership in the League of Nations. But the U. s. 

In 1930 Stalin wrote: ''Both in ~he sphere of the export of manufactured goods and in 
~he sphere o~ th.e ex~rt of capital, the struggle is raging chiefly between the United 
tates and Bnt.a1n. It is enough to read any journal dealing with economics any docu
~en~ ~oncern1ng exports of goods and capital, to be convinced of this" iJ.v. Stalin, 

Pohtical,,Report of the Central. Committee to the Sixteenth Congress of the 
CPSU[B], Works [Moscow: Foreign Languages Publishing House 1955] v l 
12, p. 255). , , o ume 
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hardly turned its back on the world during this period. We have 
already reviewed some of its activities in Latin America. Beyond 
this, it even took the lead in certain diplomatic convocations. In 
!921-22, for example, the U.S. managed to bring several imperialist 
powers to the Washington Conference, at which a number of agree
ments were concluded considerably strengthening the U.S. posi
tion. Among these was the famous fixing of a 5/5/3 ratio for larger 
classes of warships belonging to the U.S., Britain, and Japan, 
respectively. (Japan did not abrogate this agreement for over a 
decade.) Japan was also compelled to restore Shantung to joint im
perialist plunder. The U.S. decision to stay out of the League of Na
tions was based on unwillingness to subordinate its power to a 
broader group, even in the limited sense implied by League mem
bership. This unwillingness was echoed by both Germany and 
Japan when they withdrew from the League in 1933. The apparent 
isolationism of the U.S. was not prompted by any lack of desire to 
play an international role. It stemmed from the contradiction be
tween the economic dynamism of U.S. imperialism, relative to 
other powers, and the fact that the U.S. rulers were not yet fully 
capable of seizing political and military leadership of the imperial
ist world and imposing upon it a Pax Americana similar to the Pax 
Britannica of the prewar era. 

This raises the issue of the relative importance of a dominant 
and leading power among the imperialists, a question alluded to 
earlier. Before World War 1, Britain's nonpareil strength provided 
the conditions for relatively stable international monetary and 
trade relations. This was facilitated by an international monetary 
system pegged to the stabilizing role of the British pound, British 
gold, and London's position as the world financial center, as well as 
the relatively ''free trading'' framework conforming to British com
mercial supremacy. Following World War 2, the strength of the 
American behemoth, nearly uncontested by rival imperialisms, 
underlay an even stronger orchestration of relatively orderly inter
imperialist trade, financial, and monetary arrangements. In con
trast to each of these situations, the period between the First and 
Second World Wars was characterized by the absence of any single 
power center capable of establishing and overseeing rational, inte
grated trade and monetary relations on a global level. Because of 
this, the inherent anarchy in relations within and between the for
mations of capital which underlay the world economy came more 
abruptly to the surface. By the 1930s, interimperialist trade and 
monetary relations were in a virtual shambles as each power 
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erected high protectionist barriers against every other imperialist 
country. 

Although the degree of world imperialist reorganization was the 
most important factor establishing the terms of the spiral following 
World War 1, an important secondary factor was that no imperialist 
power emerged from the First World War capable of playing an 
organizing or stabilizing role. This must be seen as a particular 
feature of the overall redivision effected by World War 1. Had 
either Germany been victorious and clearly established its leader
ship over the imperialist world or had Britain been able to fully 
hold on to its previous power through World War 1, the dynamic 
would have been different. However, due to the increasingly mori
bund nature of imperialism as a whole and to the anarchic forward 
motion of capital, a new crisis and war would still have erupted, 
even though the spiral from World War 1 to World War 2 would 
have unfolded with different alignments of imperialist power; dif
ferent, and perhaps more coherent, economic conventions; and, 
quite possibly, a longer trajectory before the next imperialist war. 

The existence of a "hegemonic" power is not by itself a defining 
feature of the imperialist spirals (any more than is its absenceL 
though where such a factor exists it can significantly influence their 
course of development. Nevertheless, it was that redivision in its 
totality (and the shift in.strength between the international proleta
riat and imperialism) that most determined the character of im
perialist accumulation in the ensuing period, just as the Second 
World War set the initial and general parameters and possibilities 
of the post-World War 2 period. 59 

~Y Charles Kindleberger, whose study of the 1930s Depression has been cited in 
this work, is perhaps the most prominent exponent of the view that a single domi· 
nant po~e.r is the sine qua non of economic stability and growth. In his explanation 
of the origins of the collapse of the 1930s, he writes: "The world economic system 
was unstable unless some country stabilized it, as Britain had done in the nineteenth 
century and up to 1913. In 1929 the British couldn't and the United States wouldn't" 
{~indleberger, v:rorld in Depression, p. 292). Kindleberger errs seriously in the direc· 
hon of voluntarism. It was not a case of the U.S. simply failing to step forward; the 
U.S. also couldn't, given the depth of world contradictions and the relative strength of 
U.S. imperialism. More important, the nature and duration of expansion, as stressed 
above, is principally a function of the overall scope of reorganization , the factors in
fluencing the volume and composition of capital exports (particularly to the Third 
World), and the long-term development of imperialism. In this larger context, and 
only in this context, does the question of an "organizing power" take on significance. 
~ut, as we see today, even an "activist" and "internationalist" U.S. imperialism can 
1n no fundamental way reverse the crisis that grips the world capitalist system, that 
is, short of a total redivision. 
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The collapse of the 1930s sent shock waves through all the im
. list powers, and the financial crisis was felt acutely in Ger-

per1a f . h' h . y. The pathetic upswing o 1934-37, in w ic some countries, 
Ill~~bly France, did not even participate, resolved nothing. In 1938, 
n~al real output in the U.S. wa$ no higher than in 1929 and, in 
~ nee considerably below the 1929 level. 60 The situation in the 
J:ited

1 

States was scarcely encouraging for its rulers. In 1925, 
achines more than ten years old made up only 44 percent of the 

~tal in use in industry, but by 1940 this proportion had risen to 70 
percent. And as late as 1939, one of six employable workers was un
able to find work.61 Thus, the New Deal did not rescue capitalism 
from crisis, much less represent a moment of P?Pu~ar rule. ~he 
New Deal was symptomatic of what was occurring in all the im
perialist countries: the further refinement of the imperialist state as 
an instrument of economic rationalization and social control and 
the mobilization of people and resources for global conquest 
(tailored to the requirements of U.S. monopoly capital). 

The Depression intensified the rivalries leading to war, and 
hence the pace of militarization grew more feverish. In 1930, the ar
maments expenditures of 62 nations totalled $4.13 billion; by 1936, 
these expenditures had climbed to nearly $11 billion, and the larger 
imperialist powers were appropriating as much as 70 percent .of 
their national budgets to pay off past war debts and to underwrite 
their arsenals. 62 The imperialist world was poised for the most 
destructive war yet in human history. 

World War 2: U.S. Ascendance 

World War 2 has been sanctified by all manner of patriotic and 
democratic cant as a just war waged by the Allied powers to save 
the world from fascist barbarism. The utter cynicism and hypoc
risy of these self-serving claims is revealed, in an odd kind of way, 
in the popular movie Casablanca. Patriotic French nationals gather 
in Rick's Cafe and in one ''touching'' scene sing the Marseillaise in 
tribute to the glorious struggle to reclaim "la France" from the evil 
clutches of the Germans. But there is one curious element here. All 

1•0 U.S. Bureau of Economic Analysis, Long-Term Economic Growth, P· 275. 
1
•1 Flamant, Modern Economic Crisis and Recessions, p. 75. 

h 2 Richard Krooth, Arms and Empire: Imperial Patterns Before World War II (Santa 
Barbara, California: Harvest Publishers, 1980), p. 126. 
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the romance and existential musing, brought to a head by a French 
resistance fighter in transit through the city, take place on the soil of 
a French colony - Morocco! A willing '1political11 suspension of 
disbelief is demanded of the viewer: forget the fact that the French 
imperialists have brought untold suffering to the peoples of Africa, 
including press-ganging them into the world wars, and that after 
World War 2 they would be applying electrodes to the genitals of 
Algerian freedom fighters. 

The existing imperialist partition of Africa in 1939, particularly 
the holdings of Britain and France, put this holy crusade against fas
cism in some perspective (see Figure 2.1.). Indeed, on the eve of 
World War 2, of the entire area controlled by imperialism (with 
about 90 percent of the world's population - that is everyone save 
those in the U.S.S.R. and a few liberated areas, as in China), the 
Allied imperialists (the 1 'good guys'') controlled the greatest part, 
namely all of the neocolonies of Latin America, the overwhelming 
bulk of Africa, and most of Asia, with the exception of China, 
which was contested, though largely in the hands of the Japanese. 
Put differently, fewer than one out of twenty persons in the col
onial world (excluding China) saluted the flags of the Axis 
powers. 63 Imperialist cynicism runs both ways, and with figures 
such as these (and the same b~sic logic as the "antifascist" im
perialists) one could perhaps make an argument that "right" was on 
the side of the Axis powers, potential ''liberators' 1 of the Third 
World - which, indeed, they frequently claimed to be. (For exam
ple, the Japanese raised the slogan "Asia for the Asians" in the 
1930s and early 1940s.) 

World War 2, like World War 1, was in its principal aspect and 
essentially a conflict between rival imperialist blocs to determine 
who would have the ''right'' to reshape and dominate the imperial
ist world order and rule over the lion's share of colonies. The inter
national communist movement tended to mask that reality {and de
parted significantly from Leninism on this question) by preoccupy
ing itself with the specter of fascism in Europe, as concentrated in 
the strategy of the united front against fascism. Bob Avakian has 
commented: 

[T)he focus was overwhelmingly on Europe. And I think that that's 
not entirely accidental, for two reasons. One, because it reflects the 

63 Calculated from League of Nations, Economic Intelligence Service, Statistical 
Yearbook, 1939140 (Geneva, 1940), pp. 14-22. 
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FIGURE 2.1 
The Imperialist Division of Africa, 1939 
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exigencies of Soviet foreign policy at the time and their attempts to 
deal with the Western imperialist democracies; and on the other 
hand, if you were going to make a case about how much more ter
rible the fascist states were than the democracies, you'd make it bet
ter in Europe where there was more democracy than you would if 
you went in some of the colonial countries and started arguing about 
how great British imperialism was for India, for example, as com
pared with Japanese imperialism and its colonies. 64 

The roots of the Second World War lay in the redivision of the 
world in 1918. The interwar period was just that - a truce which 
would, of necessity, be broken. Britain had defeated its rivals, but 
found its international position greatly weakened. The U.S. 
emerged stronger, consolidating its position in Latin America 
where the most developed colonies were located. But dislodging the 
other imperialist powers from their most profitable or strategically 
key positions in Asia and Africa still required arduous struggle. The 
U.S. had designs on Britain's Far East colonies and spheres of in
fluence - designs which became imperative with the onset and con-

64 Bob Avakian, Conquer the World? The International Proletariat Must and Will 
(Chicago: RCP Publications, 1981), published as Revolution, No. 50, p. 25. One perti
nent example of this is afforded by comparing British wartime agricultural policy "at 
home" with that applied in India. At home, the British aimed at lessening the coun
try's dependence on international supply sources; as a result, the total area of tilled 
land increased by 66 percent. This expanded production, in conjunction with a com
prehensive system of rationing, resulted in a diet for the population which was, on 
the whole, adequate in relation to prewar levels. On the other hand, in India, though 
a prize colony and an important field of operations against Japan, the British pursued 
a quite different policy - one with entirely different objectives. No serious or ade
quate attempts were made to head off a war-induced famine and to develop a self· 
sufficient agriculture. British policy was designed only to insure that rice and other 
critical supplies reached tho.se working directly in the British war effort. Prices 
spiraled upward due to wartime inflation (the effects of the expansion of mainly 
British wartime industry and the fact that the British Raj was printing money at a 
ratio of two-and-a-half to one over its sterling reserves). With the fall of Burma to 
Japan, prices rose still further as rice and other food imports were cut off. Tremen
dous hoarding and price gouging ensued (in anticipation of still higher prices). As a 
consequence, starvation and the scourges of cholera, malaria, and smallpox exacted 
a devastating toll. British policy insisted that "the maintenance of essential food sup
plies to the industrial area of Calcutta [a principal base of British operations] must be 
ranked on a very high priority among their [the British controlled Raj's] wartime 
obligations." The deaths resulting from this policy were termed the "Great Bengal 
Famine'' of 1943, and have been estimated at three million! Another glorious episode 
in the struggle against German and Japanese barbarism (see Amartya K. Sen, "Starva
tion and exchange entitlements: a general approach and its application to the Great 
Bengal Famine,'' in Cambridge journal of Economics [ 1977], Volume l, pp. 33-59; and 
also Alan S. Milward, War, Economy, and Society, 1939-45 (Berkeley: Univ. of Califor
nia Press, 1977], pp. 249-53, 280-81). 
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tin uation of P.rof ound crisis throughout the 1930s. Japan's need to ex
pand its empire had been met only partially as a result of the first in
terirnperialist war and reasserted itself more powerfully. The Ger
man bourgeoisie could not break out of the strangling vise of defeat 
in the last war and gain new spheres of influence without coming in
to direct confrontation with both Britain and, especially, France. 65 

On its western border, Germany faced France and Belgium; in 
the east it faced a set of defense alliances among smaller states, 
most of which were backed by France; at sea in the European 
theater, Germany faced a still-dominant British navy. The opening 
stages of the war saw Germany attack Poland in order to smash one 
flank of the Anglo-French imperialist front and turn it to their ad
vantage in the larger contest to follow. British and French aid to 
Poland was extended to fortify that flank as part of their contention 
with Germany. As for the U.S., some sections of the bourgeoisie 
(Henry Ford, for one) favored joining their fortunes with the Ger
man and Japanese imperialists. But most were committed to siding 
with the British, both as the most efficacious means of advancing 
their international interests vis-a-vis other imperialist powers and 
in support of British efforts to encourage German ambitions 
eastward in the direction of the then socialist Soviet Union. 

In order to understand U.S. maneuvers and advances through 
the Second World War, it is necessary to consider the positions, 
goals, and strategies of the other great powers. The British strategy 
for dealing with Germany found initial expression in Prime 
Minister Neville Chamberlain's "appeasement" policy. The pur-
pose of Chamberlain's 1938 Munich agreement to give the 

• 
65 

!he controversy surrounding the analysis of the British historian A.J.P. Taylor 
in his st';ldy, The Origins of the Second World War, is of some interest to Marxists. 
Pared to its e~sentials , Taylor's thesis is that, far from being a madman out to conquer 
the world, Hitler was in fact a ''traditional German statesman'' def ending traditional 
~erman goals. War, according to Taylor, developed out of the inability of the 
. iplomats of both sides to accommodate these goals to the international power equa

tion. Thus, in Taylor's account, the outbreak of armed conflict cannot be blamed 
s?lely on the German tyrant's maniacal expansionism, but on actions taken on both 
sides. Not surprisingly, Taylor has been widely accused of being an apologist for ap
P~asement, though actually he is more a nationalist who bemoans the leniency 
~ egedly shown Germany after the First World War. As he concludes: "In interna
~~anal affair.s .there was nothing wrong with Hitler except that he was a German" 
f ylor, 0:1g1ns of the Second World War, p. 293). Despite Taylor's rather narrow 
ocus on diplomacy - he even argues that some other diplomatic course could have 

Prevented the war - his work serves in many ways as a useful tool for dispelling 
~uch of the self-righteous and patriotic fog surrounding other bourgeois accounts of 

e War's origin and nature . 
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Sudetenland to Germany was, in fact, to push the Germans to the 
east and into confrontation with the Soviet Union. One reason for 
this, of course, was the imperialists' fond dream of smashing the 
socialist Soviet Union, something which the British (along with the 
Americans, French, and other imperialists) had already attempted 
immediately after World War 1. B~t Britain.' s more immediate goal 
was to prepare better military and political ground for its own 
direct confrontation with Germany, hopefully by weakening it in a 
war with the Soviets. The U.S. imperialists went along with this as 
part of their own strategy of moving in later to ' 'pick up the pieces.'' 
There was, however, never any question, either on the part of Brit
ain or the U.S., of letting the German imperialists swallow the 
Soviet Union: they wanted the Germans to choke on it. The Soviet 
Union, quite rightly, was determined neither to be swallowed nor 
to be shattered. Owing to the Soviet need to buy time and the Ger
man need to first establish a tenable western periphery before it lay 
siege to the Soviet Union, the two countries signed a mutual non
aggression pact in August 1939. 

When the war broke out, the immediate tack of the U.S. im
perialists was to sit it out as long as possible, primarily to protect 
their own economic base as the combatants of the two sides mu
tually weakened one another, and, secondarily, to reap huge war
related profits as suppliers of war materiel. This had its intended 
long-run effect of strengthening the international position of the 
U.S. From 1934 to 1937, the stock of gold at Fort Knox rose from 
$7.4 billion to $11.3 billion, which represented more than half of 
the world's monetary reserves. 66 This was due largely to the influx 
of gold from Europe. The British, for example, were forced to pay 
"on the barrelhead" for U.S. arms. More generally, the precarious
ness of European conditions made the U.S. an attractive haven for 
investment capital. At the same time, U.S. corporate profits 
jumped from $4.0 billion in 1938 to $17.7 billion in 1941 (almost 
tripling their share of national income) and then, once the U.S. be
came an active combatant, they rose further to $25 billion in 1943. 67 

When the U.S. entered the war at the end of 1941, it did so with 
clearly formulated goals. As early as 1940, study groups set up by 
the U.S. Council on Foreign Relations were laying plans for a new 
global order dominated by the U.S. The Council, which col-

66 Michael Hudson, Super Imperialism: The Economic Strategy of American Empire 
(New York: Holt, Rinehart and Winston, 1972), p. 35. 

~ 7 U.S. Bureau of Economic Analysis, Long-Term Economic Growth, p. 227. 
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Iaborated with the government, produced high-level memoranda 
examining prospects for the consolidation and integration of trade 
and investment within the Western Hemisphere and the Pacific. 
By 1942, ideas for an international monetary fund, a world bank, 
and a new league of nations were germinating in the State Depart
ment. 68 U.S. war ai1?s we.re perhaps best summed up by Henry 
Luce, owner of the Time-Life propaganda empire, who, in his 1941 
book, The American Century, lamented that at the close of World 
War 1 the U.S. bourgeoisie had let slip a "golden opportunity, an 
opportunity unprecedented in all history, to assume the leadership 
of the world .... 1169 Such an opportunity, he and many others in 
the bourgeoisie argued, should not be missed again. Of course, in 
reality the opportunity had not yet fully developed after World War 
l , but Luce's point was obvious nonetheless. Though the principal 
concern of U.~. leaders was the defeat of the Axis powers, they 
were also dedicated to the subordination of their erstwhile allies 
especially after the tide of battle turned in 1943. Indeed, for th~ 
U.S_. , the Second World War was a multifront conflict: not just 
against Japan and Germany but, in a different way, against the 
British as well, and, in still another way, against the Soviet Union. 

For its part, Germany recognized that bursting through the con
fines of the existing division of the world and displacing Britain as 
t~e domi?ant imperialist power (and ultimately absorbing its colo
nial empire) could not be accomplished without obtaining over
whelming political and military superiority over Britain. As far as 
th: German imperialists were concerned, the key to forcing Britain 
to its knees was the defeat of the Soviet Union. The plunder of the 
USSR's industry, agriculture, and abundant mineral resources 
~uch as its southern oil fields, while valuable in itself, was essential 
in order to prepare Germany for further battle. Germany could 
then once again shift the bulk of its military weight toward the 
West, now backed by the resources of all of continental Europe. 10 

F: 
6

H ~e Laurence H. Shoup and William Minter, Imperial Brain Trust: The Council on 

1 oreign Relations and United States Foreign Policy jNew York: Monthly Review Press, 
977), Chap. 4. 

69 H 
enry R. Luce, The American Century (New York· Farrar & Rinehart 1941) p, 26. • I I 

7U F 
Vo! or a~ overall assessme.nt of Nazi war aims, see Norman Rich, Hitler's War Aims, 
ton ume 1. Ideology, the.Naz

1

1 State and the Course of Expansion jNew York: W.W. Nor
B . '. l973J. See also Hitlers statement on how the Axis forces would shatter the 

0ri;1sh colonial empire, quoted in Gordon A. Craig, Germany: 1866-1945 jNew York: 
x Ord Univ. Press, 1980), p. 753. 
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On June 22, 1941, the German armies crossed into the Soviet 
Union. 

The Allied imperialists' objective role in relation to the USSR 
thus changed. They were unable to directly attack it or work for its 
defeat at the hands of others; they even had a stake - albeit a 
limited and temporary one - in the Soviet capacity to put up a sub
stantial fight against Germany. A German walkover of the Soviet 
Union and the consolidation of a strong eastern flank would pose a 
serious danger to the Allied imperialists' own interests. But their 
underlying imperialist nature and their specific aims in this war, as 
well as the nature of the main objective interests in conflict from 
one end of the globe to the other, had not changed. As it turned out, 
the main way that the U.S. and British allies worked to defeat Ger
many was through the Soviet Red Army. Military history here is 
very clear. Even Winston Churchill admitted in March 1943 that 
for the next six months Great Britain and the United States would 
be ''playing about' ' with half a dozen German divisions while 
Stalin was facing 185 divisions. 71 Overall, the Soviet Union suf
fered 20 million war-related deaths, including 7.5 million who died 
directly in battle. By contrast, the combined British, French, and 
U.S. battle deaths totalled under 750,000 - less than 10 percent of 
the Soviet figure. 72 Simply put, the Soviet Union was responsible 
for the defeat of Germany. What neither the Germans nor, for that 
matter, the U.S. imperialists banked on was the force and tenacity 
with which once the initial German advance was halted at Stalin-, I 

grad, the Soviet army would push back the German invaders; nor, 
of course, had they anticipated the political reverberations this 
would have. 

The German invasion of the Soviet Union was an extremely im-

7 1 Winston Churchill, The Second World War, Vol. 4: The Hinge of Fate (Boston: 
Houghton Mifflin, 1950), Appendix A, Book Two: " Prime Minister's Personal 
Minutes" Uuly 1942-May 1943), p. 935. Another account of the war summarizes the 
disposition of forces this way: " Until the summer of 1944 the majority of American 
divisions actually in combat were waging war against Japan. . . . From early 
1941 ... [until] the cross-Channel invasion in June 1944, the entire strength of.the 
British Empire and Commonwealth intermittently fought between two and eight 
divisions of the principal Axis power, Germany. On the other hand, during all but 
the first six months of this same period the Russians contained an average of about 
one hundred and eighty German divisions in more or less continuous action" jTrurn
bull Higgins, Winston Churchill and the Second Front [New York: Oxford Univ. Press, 
1957], p. 186). 

12 Encyclopedia Americana (1983), s.v. "World War II: Costs, Casualties, and Other 
Data." 
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portant component of World War 2. Unlike the international situa
tion existing at the time of World War 1, the workers of the world 
now had a socialist base area, the USSR, and the imperialists of the 
whole world were maneuvering to crush it. As crucial to the inter
national proletariat as this was, the interimperialist contradiction 
more determined the course of the conflict between German im
perialism and the socialist USSR than that conflict influenced the 
interimperialist struggles, although these two conflicts clearly af
fected each other. The interimperialist contradiction was also more 
determining than were the national liberation struggles in the colo
nial and semicolonial countries, although they played a significant
ly greater role in World War 2 than in World War 1. 

The view of the international communist movement was that 
the Allied cause during :World War 2 was a progressive one. It is 
beyond the scope of this work to do more than outline the reasons 
why this notion is erroneous. 73 In brief, our view is this: even 
though progressive and revolutionary aspects, especially the 
defense of socialism and the revolutionary liberation struggles in 
the colonies, were major factors in the war, the basic conflict both 
arose out of interimperialist rivalry and had as its principal out
come a second imperialist redivision of the world. 

That the U.S. alliance with the Soviet Union was at best an un
comfortable marriage of convenience on both sides is, of course, 
obvious. The U.S. remained hostile to the Soviets and sought from 
the outset to limit the growth of Soviet influence in Europe and else
where. Though Roosevelt was not averse to tactically uniting with 
Stalin against Churchill in particular instances in the delicate tri
partite maneuvering at Teheran and Yalta, strategically the two im
perialist allies shared a more fundamental interest in opposing and 
ultimately seeking to dispense with their socialist ally. All this, 
however, was for the time being secondary in the context of the im
mediate necessity of defeating the Axis powers, and was condi
tioned by it. 

Roosevelt and Churchill met right after Pearl Harbor and agreed 

73 
The .comintern 's line that the Allied cause during World War 2 was a just and 

Ef0~ress1ve one served as a rationalization for raising the state interests of the Soviet 
f nion above the advance of world revolution, although there was an important task 

~ defending the only socialist state in the world. How the relationship between the 
. efense of a socialist country and the promotion of world revolution during the con
{~n~tural pe~iod of World War 2 was ~ishandled and "':'hat its ramifications were for 
~e international class struggle are issues addressed 1n Bob Avakian, Conquer the 

or/d, and Revolution, No. 49 Uune 1981), which contains several important articles 
on these themes. 
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that defeat of Germany was their first aim. But the U.S. imperialists 
made no effort or plans to do this directly, and actually made the 
defeat of their Japanese rivals the first priority, while maneuvering 
to gobble up the empires of the British and other European im
perialists in the Far East and Pacific. Ultimately the strategic aims 
and requirements of U.S. imperialism could only be met through 
decisive victory in the European theater - Europe remained the 
pivot of imperialist power relations. In the immediate period, how
ever, the U .S. imperialists relied on the Soviet Union to combat and 
tie down the Germans on the Eastern front and let the British be 
bombed. While both the U.S. and Britain delayed the opening of a 
second front, they were particularly active in North Africa and the 
Pacific, fighting principally to protect and expand their respective 
colonial and neocolonial empires. 74 The much ballyhooed U.S. 
lend-lease assistance made only a limited contribution to the Soviet 
campaign against the German armies. Up through the spring of 
1943, by which time the Red Army had turned the tide of the war 
against Germany, U.S. lend-lease deliveries were more than a 
million tons short of what had been promised, and had played no 
part in the most perilous days of the Eastern front. Eve~ th~ offi~ial 
historians of the U.S. Army, speaking of the war up until this point , 
concluded: "The impact of U.S. aid to the Soviet Union was as yet 
insignificant and played no role in the repulse of the German attack 
before Moscow.'' 75 

The U.S. shared information with the British concerning devel
opment of the atomic bomb !selectively and judiciously, of course}, 
but kept it a tightly guarded secret from the Soviets. As General 

74 Guided by its own imperialist interests, Japan moved toward the south a.nd west 
of Asia and the rich prizes of the British, French, Dutch, ~d U.S. co.lonies. ~he 
Japanese strategy was to knock out U.S. na":al .power ~nd quick.I~ consohd~te an im
pregnable position in the Pacific. The impenahst war in the Pacific was m~inly a bat
tle of navies and air forces, and not of massed troops, as was the land war in Europe. 
However, the anti-Japanese war in China (and also the guerrilla movements in su~h 
places as Malaya and the Philippines) played a significant role in the overall war, in

suring that large numbers of Japanese troops could not be used to defend th~ Paci~ic 
islands against U.S. attack. The vast bulk of the Japanese forces were stationed m 
China, well poised to control the Asian land mass. 

1s Leon Martel, Lend-Lease, Loans and the Coming of the Cold War: A Study of the Im
plementation of Foreign Policy (Boulder, Colorado: Westview Press, 1~79), pp. 46,. 38. 
Lend-lease was the aid program during World War 2 th:ough which the Un~ted 
States provided food, munitions, and other goods to countries whose defense against 
Germany and Italy was considered vital to U.S. strategic interests. The Lend-Lease 
Act was passed on March 11, 1941, before the U.S. became directly involved in the 
fighting. 
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Leslie Groves, director of the Manhattan Project for research on the 
bornb, later put it, "there was never from about two weeks from 
the tirne I took charge of this project any illusion on my part but that 
Russia was our enemy and that the project was conducted on that 
basis.'' 76 In fact, the detonation of atomic bombs in Hiroshima and 
Nagasaki was aimed more at trying !unsuccessfully) to intimidate 
the Soviet Union, as well as powerful revolutionary movements in 
China and elsewhere, than at defeating Japan, which was ready to 

d 77 surren er anyway. 
Common opposition to socialism and revolution, concentrated 

in opposition to the Soviet Union, also conditioned and somewhat 
tempered the often sharp rivalry - even conflict - between the 
U.S. and Britain. As Foreign Minister Anthony Eden expressed it 
for the British: "If it came to a direct conflict of policies.and we had 
to choose between the United States of America and the Soviet 
Union, we should no doubt decide that Anglo-American coopera
tion is more indispensable and the more natural .... '' 78 For the 
Americans, presidential aide Harry Hopkins put it this way: ''It 
was vital for the United States to have a strong Britain because we 
must be realistic enough to understand that in any future war 
England would be on America's side and America on England's. It 
was no use having a weak ally." 79 

7
h Testimony of Groves in United States Atomic Energy Commission, In the Matter 

of]. Robert Oppenheimer, Transcript of Hearing Before Personnel Security Board, 
Washington, D.C., April 12, 1954-May 6, 1954 (GPO, 1954), p. 173. 

77 See Gar Alperovitz, Atomic Diplomacy: Hiroshima and Potsdam - The Use of the 
Atomic Bomb and the American Confrontation with Soviet Power (New York: Vintage, 
1967). The U.S. also, in an immediate sense, used the bomb to force a quick Japanese 
surrender before the USSR could consolidate a position in China (where the Soviet 
army had just begun to fight the Japanese in Manchuria) or claim a share in the oc
cupation of Japan (Alperovitz, Chap. 4 and pp. 176-94, 239; see also Gardner, 
&anomic Aspects of New Deal Diplomacy, pp. 258-59). According to one account, just 
after the Trinity explosion (the first successful test of the A-bomb): "Truman now 
knew that he no longer needed the Russians to help in finishing the war in the Far 
East. They might decide to join the war against Japan of their own accord, but 
Truman was 'still hoping for time, believing after the atomic bomb Japan will sur
render and Russia will not get in so much on the kill .... ' Thus a speedy and suc
cessful outcome for the first use of the bomb was of the greatest importance to him" 
(Peter Goodchild,]. Robert Oppenheimer: Shatterer of Worlds [Boston: Houghton Mif
flin Co., 1981), p. 163). 

7
" Anthony Eden, The Reckoning: Memoirs (Boston: Houghton Mifflin Co., 1965), 

p. 371. 
7
v Quoted in Martin J. Sherwin, A World Destroyed: The Atomic Bomb and the Grand 

Alliance (New York: Knopf, 1975). p. 113. 
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Nevertheless, the U.S. did not hesitate to take advantage of Brit
ain's wartime desperation. Alliance with Britain, both during and 
after the war, served the dual strategic aim of whittling away at 
British strength while, at the same time, bolstering Britain as a key 
flank in the construction of a n,ew, U.S.-dominated imperial order 
- what we describe as the dialectic of 11 edging out'' and ''propping 
up.'' As a first step in penetrating the British empire, on September 
2, 1940, the U.S. signed an agreement with the British under which 
fifty largely obsolete U.S. destroyers were transferred to the British 
fleet in exchange for 99-year leases granted to the U.S. for military 
bases in British possessions in the Americas. Indeed, lend-lease 
operations in general were often treated by the U.S. imperialists as 
"investments'' in the future. All told, U.S. lend-lease aid amounted 
to $48.4 billion, of which nearly two-thirds went to Britain. 80 

In the master lend-lease agreement of February 1942, the U.S. 
insisted the British agree to Article VII, which committed the signa
tories ''to the elimination of all forms of discriminatory treatment 
in international commerce.1181 The British quickly recognized in 
this an effort by the Americans to break down the remaining bar
riers to U.S. penetration of the sterling currency bloc (especially ac
cess to investment and trade in Britain's colonies) and to establish a 
postwar economic system dominated by the U.S., much as the 
world economy of the nineteenth century had been overseen by the 
British themselves. As one American official baldly expressed it, 
the British would be 11 giving us as a quid pro quo or a partial quid 
pro quo the right to exploit some of her Crown colonies.'' 82 

In the end, Britain managed to obtain an imprecise and vague 
rephrasing of Article VII, but the lend-lease program's actual im
plementation was designed as much to keep the British in line as to 
defeat the Germans. On January 1, 1943, the State, Treasury, and 
War Departments, with the endorsement of Roosevelt and Vice
President Wallace, defined U.S. policy on lend-lease aid as de
signed to insure "that the United Kingdom's gold and dollar 
balances should not be permitted to be less than about $600 million 
nor above about $1 billion. 1183 In other words, ''the United States 

80 U.S. Treasury, Bureau of Accounts, Cumulative Report on Lend-Lease Fiscal 
Operation, 1941147 (GPO, 1947), pp. 5-7. 

81 Richard N. Gardner, Sterling-Dollar Diplomacy in Current Perspective, 3rd ed. 
(New York: Columbia Univ. Press, 1980), p. 59. 

82 Quoted in Gabriel Kolko, The Politics of War (New York: Vintage, 1970), p. 293. 

83 Quoted in Kolko, Politics of War, p. 283. 
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manipulated the flow of lend-lease aid to prevent Britain's cur
rency reserves from rising too high. American officials feared that, 
if Britain's reserves became too substantial, it would be possible for 
the British to formulate an independent policy that might conflict 
with U.S. aims. 1184 Moreover, Washington adopted a secret war
time policy of using lend-lease as a lever to influence Britain's trade 
policies. 

U.S. wartime policy toward Britain thus aimed at maintaining 
the British as a reliable ally, first against the Axis powers and then 
against the Soviet Union, while at the same time subordinating 
British interests to those of U.S. imperialism and battering down 
obstacles to deeper U.S. penetration of the British Empire - in a 
word, to clear the way for ascension to the former British position 
on top of the imperialist world. This led to several sharp conflicts 
between the two allies in Latin America and the Middle East. For 
instance, a minor crisis developed in Argentina which had long 
been a center of British, as opposed to U.S., influence. During the 
war, the U.S. treated the Argentine government as pro-fascist and 
instituted wartime trade controls. These were, however, summar
ily ignored by the British who traded extensively there, as Argen
tina piled up over $1 billion in gold and foreign exchange reserves. 
In 1944, the British prepared to sign a meat contract with Argentina 
which was blocked by U.S. interference. The U.S. Ambassador to 
Mexico complained that all over Latin America the British were 
"definitely tending toward the disruption of inter-American 
unity,'' a euphemistic phrase which meant that the British were 
"disrupting" U.S. plans for a tighter hemispheric hold. 85 

In Latin America, the British were conducting a mainly rear
guard action against U.S. economic and political advance, since 
even before the war the U.S. had definitely overtaken them as the 
dominant power in that region. But in the Middle East the struggle 
was sharper and more intricate: hanging in the balance was control 
of the world's largest oil reserves. Moreover, as a State Department 
trade analyst wrote in 1945, "petroleum has historically played a 
larger part in the external relations of the United States than any 
other commodity. 1186 The twisting and complex series of 
developments whereby the U.S. supplanted the British as the rul-

Hi Block, Origins of International Economic Disorder, p. 57. 
Hr. Kolko, Politics of War, p. 292. 
Hh Quoted in Kolko, Politics of War, p. 294. 
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ing power in Iran, Iraq, Egypt, and Palestine, extending well into 
the postwar period and, to some extent, to the Suez crisis in l 956, is 
beyond the scope of this chapter (and will be covered in the next 
volume). However, the story of how in 1943-44 the U.S. squeezed 
out Britain in Saudi Arabia, as told by the historian Gabriel Kolko in 
his important study of U.S. wartime policy, can be mentioned as a 
brief illustration of the wartime rivalry between the two allies. 87 

Before the war, American oil interests had a monopoly in Saudi 
Arabia, although U.S. domestic consumption had not yet become 
dependent upon the resources of the region. The sale of Saudi oil to 
Europe was highly profitable for the U.S. companies and had the 
added advantage of giving the U.S. bourgeoisie more leverage with 
the increasingly oil-dependent European powers. Until 1941, the 
California-Arabian Standard Oil Company handled all U.S. rela
tions with Saudi Arabia; Washington did not even bother to send a 
diplomatic representative. In early 1941, through the mediation of 
California-Arabian Standard, the Saudis appealed for a loan to 
cover losses incurred by wartime disruptions of oil production (and 
the interruptions of pilgrimages to Mecca). The U.S. decided to let 
Britain assume responsibility for Saudi Arabia's immediate dif
ficulties, including the demands of King Saud's widely acknowl
edged lavish and decadent lifestyle, and Britain eagerly grabbed at 
this opportunity to strengthen its position in what had hitherto 
been a U.S. stronghold. 

By 1943, however, the U.S. was increasingly concerned with 
growing British influence in the region. In January of that year the 
U.S. representative in Egypt reported that the U.S. had "lost con
siderable prestige in the eyes of Saudi Arabians who have been 

" 7 The following account is drawn from Kolko, Politics of War, Chap. 12: "Planning 
for Peace," Sec. 2: "Great Britain in Theory and Practice." The quotations are from 
pages 295, 298, 306, and again 306, respectively. Another aspect of wartime jocke.y
ing between the United States and Great Britain is chronicled in Wm. ~og~r Louis' 
important study, Imperialism at Bay: The United St~tes and the Decolon1z~t1on of the 
British Empire, 1941-45 (New York: Oxford Univ. Press, 1978). Louis surveys 
American and British wartime planning for the postwar colonial world through an 
examination of recently released archival material and private papers. Both powers 
haggled over the scope and timetable of p~stwar !'de~olonizati?n." T~e U.S. had 
developed a very definite strategy according to which colonial regimes would 
become accountable to an international organization (with the U.S., naturally, to 
play a major role in any such organization). Hence, the U.S. embrace of the co~ce~t 
of "international trusteeship." The rub was that the U.S., under the cloak of ant.i
colonialism," wanted to make trusteeship regimes out of British colonies. For their 
part, the British sought to defend and extend the prerogatives of "formal" empire. 
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·ven increasingly to feel that the British were their only friends in 
~~ed.'' Secretary of the Navy Forrestal put it more bluntly in a 
telephone call to Defense Secretary Byrnes in December: ''the 
rnain thing is that stack of oil is something that this country damn 
well ought to have and we've lost, in the last ninety days, a good 
deal of our position with this Sheik - Eben Sihudo, whatever his 
name is - and we are losing more every day. The British have now 
sent, under the guise of naturalists to prevent a locust plague, have 
got 500 people in Saudi, Arabia, for no other reason than to see what 
the hell we are doing and what we've got.'' 

King Ibn Saud was quick to take advantage of U.S.-British 
rivalry over Saudi oil. Perhaps getting wind of the fact that high 
American officials did not know or could not pronounce his name, 
in February 1944 the King initiated a long series of complaints to 
American representatives over inadequate support and began to in
crease purchases from the British. Throughout 1944, both sides 
lavished the opportunistic ruler with lend-lease aid far beyond any 
rational wartime needs. In June, the U.S. proposed to build an air 
base in Saudi Arabia "so that we, particularly our Navy, would 
have access to some of King Ibn Saud's oil.'' But the British man
aged to get the King to delay construction, which the U.S. branded 
an "unfriendly act. " "There was no law in heaven or earth," 
blustered Assistant Secretary of State Berle to the British counselor 
in Washington, ''which entitled anybody to interfere with our 
building an airfield for legitimate purposes in Saudi Arabia.' ' By the 
end of 1944, a long-range U.S. assistance program to Saudi Arabia 
had been inaugurated and an Aramco (the new name for American 
oil interests in Saudi Arabia after a 1944 reorganization) pipeline to 
the Mediterranean was under construction - the British had been 
squeezed out. The British imperialists, for all their experience in 
colonial relations, were simply not in a position to go toe-to-toe with 
the U.S. imperialists over the latter's vital interests in the oppressed 
countries. 

World War 2: The Aftermath 

The Second World War thus saw not only the decisive defeat of the 
German-Japanese-Italian bid to redivide the world but the relative 
eclipse of British and French power as well. This war and its after
math, with the U.S. now clearly on top among the imperialists, 
resulted in a more extensive redivision of the world and a more 
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radical restructuring of capital on an international scale than did 
the previous world war. This imperialist spiral whose basic origins 
lay in the resolution of World War 1 had essentially come to an end: 
the roots of a new spiral had been planted. 

T.he U.S. emerg~d. from World War~ as. an unprecedentedly 
dominant and organizing power (even taking into account Britain's 
late nineteenth century role). Its military superstructure and pro
ductive base dwarfed those of its battered rivals (allies and enemies 
alike). Removed from the devastation of the battle zones, the U.S. 
sustained less than three percent of Allied battle deaths. 88 By the 
end of the war, the United States had acquired a string of bases that 
stretched from Korea in Northeast Asia around to Iceland in the 
North Atlantic; by 1949, the United States flag flew over .some 400 
overseas military bases. 89 The U.S. enjoyed global naval supremacy 
(for a short period in 1947, the British navy, the traditional "lord" 
of the seas, was down to a total active strength of one cruiser and 
four destroyers), 90 deployed a modern airforce, and possessed a 
weapon of awesome destruction. The island territories captured by 
U.S. forces from the Japanese empire in the Pacific basin became 
strategic bases for the American colossus. Indeed, the U.S. ranged 
over the Pacific as undisputed master, with the communication 
lines of a commercial and military network in that part of the world 
clearly drawn. 

The expansion of industrial production in the United States dur
ing the 1940-44 period had no parallel in U.S. history: the total out
put of manufactured goods increased 300 percent and that of raw 
materials by about 60 percent. 9 i Investment in new plant and 
equipment, most of it in the form of direct investment by the 
government, led to an increase in productive capacity of more than 
50 percent between 1939 and 1945. 92 The superior productivity of 

88 Encyclo-pedia Americana, {1983), s.v. " World War II: Costs, Casualties and Other 
Data." We use battle deaths because they are the best documented, but it should be 
noted that in any comparison of civilian casualties or war-caused deaths broadly, the 
U.S. perc~nta~e wou~d be even lo~er - certainly less than 2 percent {see the rather 
conservative figures in Alan S. Milward, War, Economy, and Society, pp. 210-11). 

89 ''Introduction," David Horowitz, ed., Corporations and the Cold War {New York: 
Monthly Review Press, 1969), p. 17. 

90 Felix Greene, The Enemy {New York: Vintage, 1971), p. 64. 
91 Milward, War, Economy, and Society, p. 65. 
92 U.~. Senate, Report of the Smaller War Plants Corporation to the Senate Special 

Committee to Study Problems of American Small Businesses Economic Concentra· 
tion and World War II, 79th Cong., 2d Sess., {GPO, 1946), Do~. 206, p. 37. 
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the U.S. war effort and the absence of any destruction to its internal 
industrial base left U.S. imperialism in a position of overwhelming 
economic strength at the war's end. 

With industrial capacity seriously crippled in Europe and 
Japan, the U.S. produced more than 60 percent of the world's out
put of manufactures in the late 1940s.93 The U.S. share of the world 
production of motor vehicles and steel in 1950 was 76 percent and 
46 percent, respectively. 94 At the same time, and very much related 
to the war-ravaged state of these economies, U.S. export trade 
soared. For every year from 1925 to 1937, the U.S. was a net im
porter of consumer goods; but in 1946 the U.S. emerged from the 
war as a net exporter, and in 194 7 the surplus on consumer goods 
trade was nearly $1 billion.95 Exports in general rose from $4.6 
billion in 1939 to $20.2 billion in 1947.96 The U .S. share of world ex
port trade increased from 13.7 percent in 1938 to 21.6 percent in 
1948. 97 Its share of world gold reserves rose from about one-third in 
1934 to 72 percent by 1948, and by 1950 it held 50 percent of the 
world's total supply of international reserves. 98 

The U.S. not only had the resources and reserves to oversee re
construction but the political leadership to see to it that such recon
struction conformed first and foremost to the needs of a new im
perialist order, as defined by U.S. imperialism. New global institu
tions reflecting this dominance were established: the World Bank, 
the International Monetary Fund, and the United Nations. The 
U.S. was well situated to consolidate many of the advances it had 
made in the interwar period and during the war itself, particularly 
in the colonies. Moreover, it was favorably positioned to displace 
the traditional colonial powers in areas where it was historically 
weak - notably Africa and portions of Asia. 99 The settlement of the 

93 William H. Branson, "Trends in United States International Trade and Invest
ment since World War II," in Martin Feldstein, ed., The American Economy in Transi
tion (Chicago: Univ. of Chicago Press, 1980), p. 183. 

94 Peter G. Peterson, The United States in the Changing World Economy, Volume 2 
(GPO, n.d.), Chart 9. 

95 Branson, "Trends in U.S. Trade," Table 3.19, p. 209. 
96 "Economic Report of the President," January 1981 (GPO), p. 233. 
97 U.S. Dept. of State, The Trade Debate {GPO, 1979), p. 6. U.S. exports as tabulated 

here include military grant-aid. 
9

" Hudson, Su-per Imperialism, pp. 35, 63; Peterson, The United States, Chart 11. 
This 1950 figure includes foreign exchange and reserve position in the International 
Monetary Fund, in addition to gold. 

99 In Africa, where many of the old colonial holdings and empires were left intact , 
the U.S. was able to consolidate strategic investments. Before World War 2 the U.S. 
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previous world war had seen the formal redistribution of colonies. 
The U.S. , however, was now amassing and consolidating a more 
"informal" (neocolonial) empire; but it was far more powerful and 
extensive than any that had preceded it. Having successfully 
penetrated the old European empires in the closing years of the war 
and having played the dominant role in drafting the UN conven
tions governing "trusteeship" and "self-government," the U.S. 
would se~k to turn the process of 11 decolonization'' to its advantage, 
although 1t never banked on the ferocity of the liberation struggles 
that would follow the war. 100 

In sum, the gains of the U.S. in expanding its colonial empire 
vis-a-vis other imperialisms and the vastly greater freedom to re
s~r~~ture relati~ns of capital internationally opened up new possi
bil~t1~s for profitable accumulation. Here we might consider one 
str1k1ng measure of overseas expansion. In 1930, the U.S. held 
abou~ 35 percent of the total stock of foreign investment; by 1960, it 
held JUSt under 60 percent of the total foreign investment stock. 101 

But these postwar advantages must be understood against a broad
er canvas. 

The world as a whole had changed dramatically. Most deci
sively, a socialist camp had emerged from the turbulence and strug
gle of the war and its aftermath; indeed, the postwar world was 
principally a bipolar one, pitting this socialist camp against the im
~erialists . T~e Soviet Union had not only survived the war, with all 
its devastation, but was now joined by new allies in Eastern 
Europe. The Chinese Revolution would soon claim monumental 
victory; as Mao exclaimed in 1949, one-quarter of humanity had 
"stood up." At the same time, and closely related, the Third World, 
especially Asia, was seething with liberation struggles. And in 
Europe itself, particularly France and Italy, the situation was 
volatile in the immediate postwar years. 

True, the U.S. imperialists were much stronger, but the im
perialist system as a whole was not. The very fact that even their 

controll~d 43 percent of all manganese mining operations in Africa, by 1946 it ex
pande~ it~ control to 76 .~ percent; for copper mining the percentage rose from 7.1 to 
29.2. S1m1lar advances in the U.S. share of control over key raw materials were 
recorded for chromium, cobalt, and rubber (E.A. Tarabrin, The New Scramble for 
Africa [Moscow: Progress Publishers, 1974], p. 33). 

100 See Louis, Imperialism at Bay, Part IV. 
101 

U.S. Senate, Report to the Subcomittee on Multinational Corporations of the 
Committee on Foreign Relations, Richard S. Newfarmer and Willard F. Mueller 
Multinational Corporations in Brazil and Mexico (GPO, 1975), Table 2-1, p. 31. ' 
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Hies were weakened and that only one imperialist power could 
a en hope to hold the imperialist order together, while this order 
~~elf faced the challenge of an expanded socialist camp and rising 
1 
evolutionary struggles, especially the movements for national 

r.beration in the colonies, revealed the long-term direction of 
~istory - the motion of the imperialist system towards its final ex
tinction. All this had immediate and profound consequences for the 
policies and actions of U .S. imperialism. The dialectics of the situa
tion were this: the most pressing problem facing the United States 
was the political and economic stabilization of war-torn Europe, 
but the logic and modalities of reconstruction and a new hierar
chical arrangement among imperialisms were inseparable from 
and predicated upon the existence of the Soviet Union and a 
socialist camp. 

What was this socialist camp? It was a grouping of states (in 
various stages of political transition) headed by the socialist Soviet 
Union and oriented toward serving its state interests. This camp 
soon came to include another, major socialist country, China. As 
for the Soviet Union itself, capitalism had not yet been restored. 
(The new bourgeoisie, centered in the leadership of the Communist 
Party itself, had not consolidated supreme power, but was firmly 
entrenched and poised to do so.) The socialist camp embraced one
third of the world's land mass and nearly that proportion of its peo
ple. It possessed not inconsiderable military strength. It had come 
to represent the internationally recognized anti-imperialist pole, 
becoming a force of attraction for some bourgeois as well as many 
revolutionary-led liberation movements in the Third World. And it 
even commanded influence in the imperialist world itself, largely 
through the organizational strength of the Communist Parties in 
Western Europe. Thus, despite its complex internal configuration, 
despite the fact that the Soviet Union could scarcely be said to have 
assumed a consistently revolutionary stance in the world, and 
despite the fact that this camp would disintegrate not long thereafter 
with the rise to power of revisionism in the Soviet Union in the 
mid-1950s, this grouping of states had enough cohesiveness and 
combined strength to coalesce into a front objectively opposed to im
perialism in the immediate postwar period. 

Consequently, U.S. strategy had to aim for the breakup of this 
powerful socialist camp. Franz Schurmann has described the 
Soviet challenge this way: 
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It was the only power capable of matching the United States militar
ily. The world's major trouble spots - Berlin, Greece, Iran, and 
Korea - were in areas where Russia collided with the newly emerg
ing American empire. And the most threatening form of "chaos" 
came from communist revolutionary movements in such countries 
as Greece, Azerbaijan, the Philippines, Malaya, Korea, Indochina, 
and, of course, China. Cultivated gentlemen like Acheson and Ken
nan, machine politicians like Truman, tough lawyers like Forrestal 
and Dulles, all shared an overwhelming fear born of two world wars 
and a great depression. The only way to banish that fear was to have 
total security or, as James Forrestal said in December 1947: "We are 
dealing with a deadly force and nothing less than 100 percent secur
ity will do." 102 

Thus, the U.S. implemented coercive economic measures and 
exerted military pressure against the socialist camp. The efforts to 
limit the spread and influence of the socialist camp fell under the 
rubric of the " containment strategy." Its first major application 
was heralded by the proclamation of the Truman Doctrine in 1947; 
U.S. national security interests were explicitly linked to the sup
pression of a revolutionary movement in Greece and to the en
circlement of the Soviet Union and its allies in Eastern Europe. The 
idea of drawing an imperial line of demarcation was of course 
nothing new; only now, the " inviolate" frontiers of empire, pre
viously consecrated by such manifestos as the Monroe Doctrine 
and the Roosevelt Corollary, were pushed outward. That the encir
clement of the Soviet Union was never intended as mere "contain
ment" is borne out by newly declassified U.S. government docu
ments which reveal that U.S. military planners had by 1948 begun 
to develop workable contingency plans for atomic war against the 
Soviet Union.103 The U.S. reinstituted the draft and later embarked 
on a massive rearmament program. The decision to rebuild both 
Germany and Japan, the wartime enemies of the U.S., is under
standable only in this larger strategic context. 

The contradiction between the two camps was the principal 
contradiction in the immediate postwar world, the contradiction 
which more than any other conditioned the unfolding of world 

102 Franz Schurmann, The Logic of World Power (New York: Pantheon, 1974), p. 
100. 

103 The evolution of U.S. plans for atomic war between 1945 and 1949 is discussed 
in David Alan Rosenberg, "American Atomic Strategy and the Hydrogen Bomb 
Decision," The j ournal of American History, Volume 66, No. 1 Uune 1979). 
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ts in general and of the secondary contradictions in particular, 
even · · Th" t d" t. though an all-out war was not imminent. is con ra ic ion 
eve~.tioned and helped shape the U.S. relationship with its own 
~on 1 

ialist allies; and, if only by ''tying down'' the U .S. militarily, 
unper h k f ,, . t ,, th olitically, and diplom~t~cally in t e tas o ~o?tainmen , . e 
P · list camp also conditioned and somewhat 11m1ted the U.S. 1m
soc1a · · h Th' d ·alists' ability to act as decisively as necessary 1n t e ir 
peri · · d h · l' t world. While the existence of the ~oviet Union an . t e SOCl~ lS 

camp gave the U.S. rulers a convenient target for their campaigns 
of demagoguery, that camp also stood obj.ectively a~ a? obstacle to 
the achievement of their goals. In everything the~ did, 1t was essen
tial for the imperialists to take into account the e~istenc~ and poten
tial responses of the Soviet Union (even where it was 1n the short 
run largely incapable of directly affecting the course of events) and 
the other states of the socialist camp, especially, after 1949, the Peo-
pie' s Republic of China. 

Had the complex class struggle in the Soviet Union and most of 
the other countries of the former socialist camp not turned out un
favorably for the proletariat, as indeed it did in the mid-1950s, then 
the imperialists under the leadership of the United States would 
almost certainly have been forced to go to war against these coun
tries. The latitude the U.S. enjoyed elsewhere in the world to conso
lidate and extend its empire would have been ever more con
stricted. In other words, the current spiral would have reached an 
earlier nodal point , one that need not necessarily have involved 
economic crisis and explosive interimperialist rivalry (although a 
collision between a socialist camp and imperialism would be 
ultimately grounded in the expand-or-die nature of imperialism). 

During the first postwar decade, an imperialist bloc, understood 
both as a political alliance and a broader but highly integrated eco
nomic sphere, was forged on the basis of the commanding eco
nomic and political-military supremacy of the United States, on the 
one hand, and the political challenge of the socialist camp, particu
larly the Soviet Union, on the other. This was the initial dynamic of 
the new spiral that began at the close of the Second World War, and 
this is why it was essential for the U.S. to both edge out and prop up 
the British and why a similar course of action proved necessa~y 
with respect to the other imperialists, including the two main 
defeated powers, Germany and Japan. . 

Let's look briefly at the example of Japan. The U.S. achieved a 
resounding military victory over Japanese imperialism ~nd. e?
joyed considerably more freedom of movement there than it did in 
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Europe. During the early postwar period, Japan was a captive mar
ket for the U.S., which provided nearly two-thirds of all Japanese 
imports. 104 In particular, Japan was an important outlet for the 
American agricultural surplus. 105 The U.S. also came to exercise a 
stranglehold over the supply of oil to Japan, control which con
tinues to the present day. But in a totally prostrate condition Japan 
would be a drain on U.S. capital since injections of U.S. aid would 
be continually needed to prevent total collapse. And of critical im
portance in the calculations of the U.S. imperialists was the immi
nent victory of the Chinese Revolution and the tremendous strength
ening of the socialist camp that this represented, especially in Asia. 
Thus, by 1947 the U.S. began to shift its policy. 

During a visit that year to the Japanese islands, George Kennan 
outlined the new situation on behalf of the State Department: ''The 
changes in occupation policy that were now required were ones 
relating to an objective - namely, the economic rehabilitation of 
Japan and the restoration of her ability to contribute constructively 
to the stability and prosperity of the Far Eastern region .... '' 106 

Moves were taken to strengthen the apparatus of repression, 
weaken the trade unions and the Left, boost the position of the capi
talist class, and generally consolidate Japan as an imperialist ally of 
the U.S. Japan was also set in a new triangular system of trade 
"whereby the United States would sell, say, cotton, to Japan to be 
made into textiles, which Japan would then export to the East 
Indies, from which the United States would then purchase tin and 
other raw materials. Where necessary, Washington would provide 
the loans to lubricate such triangular operations. 11107 This arrange
ment, in which the U.S. as the leading imperialist power directed 
the division of the imperialist spoils between itself and Japan, 
proved especially irksome to the British who found themselves in
creasingly squeezed out of Asia, especially after the revolution in 
China diverted Japanese exports and investments into formerly 
British territories to the southeast. 

104 Jon Halliday, A Political History of Japanese Capitalism (New York: Pantheon, 
1975), p. 186. 

105 In fact, the U.S. enjoyed a substantial trade surplus with Japan between 1945 
and 1964 and , despite "buy American" j ingoism, Japan remains today the single 
largest foreign market for U.S. agricultural products !"Trade War Feared Over Food 
Export Issue," New York Times, 21 Feb. 1983). 

1°" Quoted in Halliday, Japanese Capitalism, pp. 187-88. 
101 Halliday, Japanese Capitalism, p. 186. 
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Nevertheless, by 1947, even before enactment of the Marshall 
Plan, U.S. imperialism had effectively begun and basically shaped 
its favorable redivision of the postwar world and had firmly estab
lished economic and political leadership, although such restructur
ing could not obliterate interimperialist rivalry. But U.S. leadership 
was also conditioned by its relationship to the peoples of the colo
nial and neocolonial countries. The ability of the U.S. imperialists 
to' 'seize the time,'' so to speak, at the close of the war rested on the 
immediate economic advantages they enjoyed. But for these ad
vantages to become the basis for a longer-term expansion, the U.S. 
had to secure not only the subordination of rival imperialisms but 
its own access to their former colonial empires. Indeed, the capaci
ty of the U.S. imperialists to export capital to the colonial world was 
the single most important factor underlying their postwar 
economic expansion. 

This control, however, was not achieved without continual 
struggle, not only against other imperialists but against the peoples 
of the colonial world as well. What is important to note by way of 
backdrop is that World War 2 was much more of a global conflict 
than was World War 1. A greater number of countries were active 
belligerents in this war and its direct and indirect impact on the op
pressed countries was devastating and far-reaching. In Asia, 
damage to land and livestock was extensive; in China, yarn, cotton 
cloth, coal, and electric power output declined sharply; in many 
African countries the rupture of trade with Europe (which was the 
principal market for many primary commodity exports) caused ex
treme privation. 108 While war-induced demand led to the expan
sion of some industries in certain colonial countries, nothing com
mensurate with the expansion of industrial capacity and techno
logical upgrading that took place in the advanced countries oc
curred in the colonial world. 

The destruction and dislocation caused by the war not only 
wreaked devastation in Asia but also triggered explosive struggles 
for national liberation. As the most powerful and thoroughgoing of 
these, the Chinese Revolution symbolized, to imperialists and 
revolutionaries alike, the close ties uniting the powerful upsurge in 
the colonial world with the camp of socialism. In the earliest days 
after victory over Japan, the U.S. viewed the defeat of the Chinese 
Revolution as crucial to its ability to consolidate control in the rest 

'
0
ij See Milward, War, Economy, and Society, pp. 355-57. 
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of Asia. Billions of dollars in weaponry, credits, aid, military ad
visors, and logistics support were poured into the Kuomintang ef
fort to crush the red base areas. As it turned out, the U.S. watched 
as the communist-led armies ate up the 45 KMT divisions equipped 
by the U.S. and the 540,000 KMT troops the U.S. transported to the 
frontlines, and forced out the 90,000 U.S. Marines stationed in key 
cities and along communication lines. 109 

In a certain sense, the struggle in Korea epitomized how tightly 
interwoven with the existence of the socialist camp were both the 
movements for national liberation and the U.S. imperialists' efforts 
to suppress these movements. Clearly, the U.S. invasion of Korea 
was less a response to the imperialists' own weakening grip on that 
country (the South Korean government was on the verge of collapse 
just prior to the outbreak of the war) than it was their answer to the 
Chinese Revolution and the formation of the Sino-Soviet alliance. 
Moreover, it was, as one history put it, ''The War for Both Asia and 
Europe." 110 The conflict erupted in 1950, following five years of in
trigues and maneuvers by the U.S. imperialists to maintain 
pro-U .S. forces in power and block national unification and inde
pendence. Having acquired a UN cover, the U.S. imperialists 
launched a savage campaign against the popular forces. Among 
other weapons, napalm was experimented with for the first time. 
The leveling of industrial and population centers was awesome. 
The head of the U.S. Bomber Command in the Far East explained: 
"I would say that the entire, almost the entire Korean peninsula is 
just a terrible mess. Everything is destroyed. There is nothing 
standing worthy of the name .... Just before the Chinese came in 
we were grounded. There were no more targets in Korea.'' 111 When 
the U.S.-led forces pushed toward the Yalu frontier, the Chinese 
people's volunteers entered the war. Soviet military aid poured in
to China; that the U.S. did not expand the war into China was very 
much conditioned by the prospect of Soviet intervention. The U.S. 
could only salvage a settlement at the 38th parallel, its self· 
proclaimed myth of invincibility punctured. 

Other national liberation struggles raged in Asia. At the end of 

109 Mao, "Talk with the American Correspondent Anna Louise Strong," Selected 
Works, Volume 4, p . lOln. 

110 Walter LaFeber, America, Russia and the Cold War, 1945-1971, 2d ed. jNew York: 
Wiley, 1976), p. 95. 

111 Quoted in l.F. Stone, The Hidden History of the Korean War (New York: Monthly 
Review Press, 1971), p. 312. 
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the U.S. returned to the Philippines to reimpose colonial 
the war, · I b ·1 't this its key strategic flank in Southeast Asia. t re u1 t i s 
rule on ' d · ·1·t nd organized local reactionary forces un er its mi 1 ary com-
bases a · · d th h the 

d A bloody counterguerrilla campaign continue roug 
rnan · ,, · · 1 1 sos The British faced their ''Malayan emergency starting in 
~~~K. Fr~nch troops reoccupied Saigon in 1945 and ~arried o~; 
h llings of Haiphong, causing 6,000 deaths, the following year. 
~hee Vietnamese war had begun in earnest. c;;aining in str~ngth, the 

i'llas who were now welded into mobile regular units, drove 
guerr , f' · b t 
the colonialists southward. By 1954, the U.S. was inancing a ~u 
BO percent of the costs of the war, the same year. the F~ench met ig-

minious defeat at Dien Bien Phu. 113 Anticolon1al struggles 
no ted elsewhere: in Indonesia as well as in North Africa and the 
erup . N' . Gh 
Middle East. In Africa, insurgencies broke out in iger1a, .ana, 
and Kenya. But these struggles were, ~or ~he most part, either 
quashed or neutralized through a combination of brutal sup~~es
sion of the masses and concessions to sections of the .bourgeo1s~es. 

The U.S. has never been able to fully subdue resistance to im
perialist domination in the Third World. In the dir~ct aft~rmat~ of 
the war, and throughout the postwar period, national liberation 
struggles pounded away at imperialism. These movements, how
ever, did not all proceed along the same path: Some went forward 
to socialism - here China was the outstanding example. Others, 
while striking real blows against imperialism, stopped half way 
and their impact was blunted. In fact, not a few of these strug~les 
were absorbed into a larger neocolonial strategy of the U.S. im
perialists. In some cases, they encourage~ r~sistanc~ against the 
traditional colonialism - although only within certain bounds -
and then n1oved to take control of the newly independent states, 
through political subsidization of "new leader~" and a web of 
financial and political entanglements. In Indonesia, the Dutch bore 
the initial brunt of the liberation struggle while the U.S. managed to 
use its overall strength to edge out Dutch-British interests in t?e 
area (although it never allowed these interimperialist con!rad1c
tions to seriously jeopardize its common counter.revolutiona.ry 
cause). The pattern varied in its particulars, but th~s n.eocol.onial 
strategy and the blocking and parrying by the U.S. with its alliance 

112 Fernando Claudin, The Communist Movement: From Comintern to Cominform 
(Middlesex, England: Penguin, 1975), p. 742, note 40. . 

113 The course and impact of the war in Vietnam will be a major subject of analysis 
in a subsequent volume. 
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partners were key elements in the postwar period. 
As noted, at the war's end the most immediate problem faci 

the U.S. was the political and economic stabilization of war-tong 
~urope .. This was an i~dispensable component of a new, cohere~~ 
internati~D:al economic order, both for the investment and trade 
opportu-?1ties

1 

tha.t Eu~ope ~fforded in its own right and because of 
the continent s historical ties and economic relationships with the 
oppressed nations - which is to say that U.S. capital could pene
trate the oppressed nations in significant ways through the medium 
of. European-based investments and larger alliance interrelation
ships. At the same time, Europe was at the center of the confronta
tion w~th the Soviet Union. But the European political situation was 
precarious. In a late 1?4~ BBC broadcast, historian A.J.P. Taylor 
went so f~r as to tell his listeners: ''Nobody in Europe believes in 
the American way of life - that is, in private enterprise; or rather 
those who believe in it are a defeated party .... ,, i14 ' 

In this situation, a pressing task was to isolate, suppress, and -
where. these w~:e not feasible - co-opt revolutionary forces or 
for~e.s in opposition to U.S. imperialism, especially pro-Soviet op
position: The U.S. w~s greatly concerned about the spread of such 
tendencies once the tide of the war turned in the Allies' favor and 
this conditioned the way the U.S. fought the closing phases ;f the 
war. Everywhere the U.S. occupation armies went, a major con
cern was to undercut the influence of Communist-led resistance 
movements: As U.S. troops marched up the Italian peninsula, for 
example, Eisenhower decreed that ''no political activity what
soeve~ shal~ be counten?nced: . : . " 115 Unfortunately, in carrying 
out this pohcy the U.S. imperialists were all too often assisted by 
the leaders of the Communist Parties themselves who committed 
serious class-col!aborationist errors, and worse. Carrying its 
prewar and wartime stand and policies to their logical conclusion, 
t~e French Communist Party, for instance, organized the disman
tling ?f the popular armed resistance forces and encouraged the 
working class to submerge its political (and even economic) strug
gle beneath the "battle for production." As CP head Maurice 
Thorez stated in his report to the Tenth Party Congress in June 
1948: ''Today the extent and quality of our material production and 

p. ~;~_-J.P. Taylor, "The European Revolution," The Listener, 22 November 1945, 

115 

Harry.Coles and Albert. K. Weinberg, eds., Civil Affairs: Soldiers Become Gover
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ur place in the world market are the measure of the greatness of 
0 nee. [The people must] steel themselves for the battle for pro-

d
Fra tion as they steeled themselves for the battle of the liberation. 

uc f . h The task is to rebuild the greatness o ~ranee, to secure in more t an 
ords the material conditions of French independence." 116 

w This sentiment was fully in line with another major concern of 
the imperialists in the immediate postwar period - the reconstruc
tion of the European economy. In Europe, the war ended with a 
shortage of goods, a paralysis of trade, and a dangerously expanded 
money supply due to the wartime monetization of debt to meet war 
costs. There was as yet no coherent monetary or trade system 
established. In 1945, industrial production was less than a third of 
its prewar (1937) level in the Netherlands, Belgi~m, Italy, and t~e 
occupied zones of Germany, and was only half of its prewar level in 
France, Austria, and Norway. Only Denmark, Sweden, and Britain 
came out of the conflict with over three-fourths of their 1937 level 
of production. 117 Sent abroad to survey the food situation, Herbert 
Hoover concluded: "It is now 11:59 o'clock on the clock of starva
tion." Most Europeans were living on less than 1,500 calories per 
day as compared to 3,500 in the U.S. 118 

To stabilize the situation, and, ultimately, to establish its un
challenged supremacy, the U.S. released some $20 billion in 
"foreign assistance" from July 1945 to June 1947. Of this, $16 
billion went through channels such as the United Nations Relief 
and Rehabilitation Administration (UNRRA), lend-lease, surplus 
property sales on credit, Export-Import Bank loans, and direct 
loans authorized by Congress. About $9 billion went to Europe and 
$7 billion elsewhere. 119 Private capital exports also increased, but 
capital export through the state was the principal means by which 
U.S. imperialist reserves helped prop up and penetrate other im
perialist powers during this postwar transition period. 

Actually, the recovery in Europe turned out to be remarkably 
rapid. What underlay this was the total reorganization of interna
tional capital in the war's aftermath. Moreover, wartime destruc
tion, great as it was, had not been so severe as initially feared. This 
was due, first, to the capitulation of the French bourgeoisie - that 

116 Quoted in Claudin, The Communist Movement, p. 331. 
111 Sidney S. Alexander, The Marshall Plan (Washington, D.C.: National Planning 

Association, 1948), p. 17. 
11" Morison and Commager, Growth of the American Republic, Volume 2, p. 895. 
1111 Alexander, The Marshall Plan, p. 7. 
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partners were key elements in the postwar period. 
As noted, at the war's end the most immediate problem fa · 

the U.S. was the political and economic stabilization of war-tcing 
E Th. · d. 0 rn urope. is was an in ispensable component of a new cohe · t · 1 . , rent 
in ernationa economic order, both for the investment and tr d 

t · · h a e oppor u?ities, t a.t Eu7ope ~fforded in its own right and because of 
the continent s historical ties and economic relationships with th 
oppressed nations - which is to say that U.S. capital could pe ~ 
trate the oppressed nations in significant ways through the medi ne 
of. European-based investments and larger alliance interrelati~: 
s.hips. ~t the same time, Europe was at the center of the confronta
tion w~th the Soviet Union. But the European political situation was 
precarious. In a late 1945 BBC broadcast, historian A.J.P. Taylor 
went so f~r as to tell his listeners: ''Nobody in Europe believes in 
the American way of life - that is, in private enterprise· or rather 
those w?o ?elie:'e in it are a defeated party .... 11 114 ' ' 

In this situation, a pressing task was to isolate, suppress, and_ 
where. these w~:e not feasible - co-opt revolutionary forces or 
for~e.s in opposition to U.S. imperialism, especially pro-Soviet op
position: The U.S. w~s greatly concerned about the spread of such 
te?denc1~s. once the tide of the war turned in the Allies' favor, and 
this conditioned the way the U.S. fought the closing phases of the 
war. Everywhere the U.S. occupation armies went, a major con
cern was to undercut the influence of Communist-led resistance 
movements: As U.S. troops marched up the Italian peninsula, for 
example, Eisenhower decreed that "no political activity what
soeve~ shal~ be countenanced .... '' 115 Unfortunately, in carrying 
out this policy the U.S. imperialists were all too often assisted by 
the. leaders of the Communist Parties themselves who committed 
serious class-col.laborationist errors, and worse. Carrying its 
prewar and wartime stand and policies to their logical conclusion 
t~e French Communist Party, for instance, organized the disman~ 
thng ?f the popular armed resistance forces and encouraged the 
working class to submerge its political (and even economic) strug
gle beneath the " battle for production." As CP head Maurice 
Thor~~ stated in his report to the Tenth Party Congress in June 
1948. Today the extent and quality of our material production and 
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lace in the world market are the measure of the greatness of 
our ~e. [The people must] steel themselves for the battle for pro
frant·on as they steeled themselves for the battle of the liberation. 
due 1 • • h Th task is to rebuild the greatness of France, to secure in more t an 

~ds the material conditions of French independence." 11
6 

wo This sentiment was fully in line with another major concern of 
the imperialists in the immediate postwar period - the reconstruc
tion of the European economy. In Europe, the war ended with a 
hortage of goods, a paralysis of trade, and a dangerously expanded 
~oney supply due to the wartime monetization of debt to meet war 
costs. There was as yet no coherent monetary or trade s~stem 
established. In 1945, industrial production was less than a third of 
its prewar ( 1937) level in the Netherlands, Belgium, Italy, and the 
occupied zones of Germany, and was only half of its prewar lev.el ~n 
France, Austria, and Norway. Only Denmark, Sweden, and Britain 
came out of the conflict with over three-fourths of their 1937 level 
of production. 117 Sent abroad to survey the food situation, Herbert 
Hoover concluded: ''It is now 11 :59 o'clock on the clock of starva
tion." Most Europeans were living on less than 1,500 calories per 
day as compared to 3,500 in the U.S. 118 

To stabilize the situation, and, ultimately, to establish its un
challenged supremacy, the U.S. released some $20 bill~on in 
" foreign assistance" from July 1945 to June 1947. Of this, $16 
billion went through channels such as the United Nations Relief 
and Rehabilitation Administration (UNRRA), lend-lease, surplus 
property sales on credit, Export-Import Bank loans, and direct 
loans authorized by Congress. About $9 billion went to Europe and 
$7 billion elsewhere. 119 Private capital exports also increased, but 
capital export through the state was the principal means by wh.ich 
U.S. imperialist reserves helped prop up and penetrate other im
perialist powers during this postwar transition period. 

Actually, the recovery in Europe turned out .to ~e rem~rkably 
rapid. What underlay this was the total reorganizatio~ of interna
tional capital in the war's aftermath. Moreov:r '. ~artime destru~
tion, great as it was, had not been so severe as initially f~a7ed. This 
was due, first, to the capitulation of the French bourgeoisie - that 

116 Quoted in Claudin, The Communist Movement, p. 331. 
111 Sidney S. Alexander, The Marshall Plan (Washington, D.C.: National Planning 
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is, its accommodation to German domination in France - which 
spared most of that country from actual battle. Second, it was the 
result of the cynical Allied policy of ' 'area bombing,'' that is, carpet 
bombings of mainly civilian·populated areas, the result and partial 
purpose of which was to leave certain major industrial installations 
and concentrations intact.120 

Du.ring 1945·46, considerable reorganization of production took 
place in Europe. By 1947, most of the continent was already re· 
stored to 1937 levels. This is borne out by United Nations statistics 
which reveal that by mid·1947, France, Denmark, and Sweden, for 
example, were functioning at about 100 percent of their 1937 level 
of industrial production and could boast of employment increases 
of 6, ~9, and 21 percent, respectively, over 1937 levels. 121 By 1950, 
gross investment as a share of GNP stood at record high levels for 
Great Britain, Italy, and Germany. 122 

Of course, certain caveats must be introduced. First of all levels 
of production and capital formation indicate neither what the new 
production was geared to nor its exact technical composition. A 
great deal ?f the growth of this period was simply the replacement 
of product~ve forces destroyed by the war. What is most significant, 
however, is that even when it did represent just the restoration of 
prewar investments, the capital formation which took place 
ge~erally resulted. in substantial hikes in productivity. Moreover, 
whi.le a coun:ry hke West Germany experienced a high rate of 
capital formation, average real wages did not reach their 1938 level 
until 1956. 123 

~n this initial reconstruction of the European economies, U.S. 
capit.al w~s injected into a situation where capital was scarce 
relative to investment opportunities, unlike the situation before the 
war or at pr~sent where overproduction of capital is the prevalent 
state of affairs jand where any correct concept of capital shortage 

120 See Milward, War, Economy,. and Socii:ty, pp. 301-4. In the final stages of the war, 
as well, th~ U.S. took care to avoid damage in the Ruhr (Germany's main industrial 
cen.t~r), so important, as it was put, to "the economic future of Europe" jsee Kolko, 
Polzt1cs of War, p. 375). 

121 Alexander, The Marshall Plan, p. 20. 
122 W.W. Rostow, The World Economy: History and Prospects (Austin: Univ. of Texas 

Press, 1978), pp. 375, 443, 396, 404. 
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. d' ates insufficient capital to overcome the lack of profitable in· 
in ic · h trnent conditions). In the immediate postwar environment, t e 
~e.s ction of U.S. capital was complementary and stimulative to the 
1nJe · l' ' · 't 1 F rth self .expansion of the European imperia ists own ca pi a . u er, 
owing to the power, size, and technical level of the U.S. economy, 
to the magnitude of U.S. trade with Europe, and to the fact that U .S. 

ital flowed into the most modern and advanced sectors, the U .S. 
~:perialists played a key role in shaping the pattern of European 

economic reconstruction. 
In general, the economic activity of the U.S. paralleled and 

served its political interests. U.S. aid, investment, a~d mone.tary 
policies in the postwar transition period were not mainly defined 
by short·term profit in~ere~ts._ In an ~l~imate and ~verall sense, U ·~· 
policy had its foundation in imperialist economics, but ~conomic 
interests were and had to be defined broadly and strategically, not 
narrowly in terms of immediate return. In contributing to the eco· 
nomic recovery of Europe, the U.S. imperialists ~er~ ~ost con· 
cerned with two things: first, restoring the economic vitality of the 
other imperialist powers so that these states might play the role of 
lesser partners in a new U .S.·led world imperialist order.; and sec· 
ond, subduing the masses and, intimately linked to this - . ~d, 
beyond the immediate situation, of greater i~portance -: c?nta1n1ng 
and, if possible, disrupting and even destroying the sociah.st camp. 

Overall the second concern was more important, but right after 
the war th~ first held greater immediacy. Without forging a new po· 
litical and economic order, it would be impossible for the imperial· 
ist camp to successfully face the challenge of the growing sociali~t 
camp. And here again the tasks were twofol?· O~ the ~n~ hand, it 
was necessary to assist the recovery of the rival imperia~1sts, b?th 
those who had been allies and those who had been enemies during 
the war. On the other, it was essential to channel recovery in a way 
which would break down the exclusivities of the old prewar em· 
pires, with their monetary and trading blocs, ~nd bring them into.a 
more rational and, of course, U .S.·led economic arrangement. This 
was what lay behind all the pious rhetoric of the time c.alling for the 
establishment of a liberal trading system and the attainment of an 

expanding world economy. . 
Thus there was a definite and clear link between expanding the 

U.S. em~ire and restoring the economies of the other imperialist 
powers. Charles S. Dewey of the Chase National Bank e~pressed it 
quite clearly in the U.S. bourgeoisie's language of the time: 
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'There are three business ideolo i . . 
Soviet system, our own free-ent~ es ~xistent in the world today, the 
neither one nor the other I rprise system, and a third which is 
future of free enterprise [r~~d: th ru;i e~remely troubled about the 
heads and tails above the res~ ofet~:~;m ~f ~.S. enterprise to be 
bluntly, are we going to let this third r p[~riahst ~orld]: ~o put it 
had reason in the immediate 't ? oup i.e., the imperialists who r . . si uatlon to favor s . . 
po icies against the U.S.) abandon th }' ome protectionist 
open competition and beco e p~ icy of free enterprise and 
t k me state trading natio 
o ta ea smart gamble and b k ns or are we going 

[i .e., such as those advance;~h our ~w~ future by advancing funds 
tide them over their difficult ~~~~ t e Mars~all Plan] that may 
game under the rules we adhe~e t 12:nd permit them to play the o. 

There are of course only two ideol . . that of the proletariat Th . ogies. that of the bourgeoisie and 
the day the U.S. bour.geoi~·point w~s that ~der the conditions of 
with an immediate interest ~e wal s ~ el only imperialist ruling class 
f . in re ative y laissez fa' . 
ions in certain spheres (duet th - ire economic rela-

technology, growth potential o J enormous.a~vantages in scale, 
and widening, access to the o, ar~ ' most de~1sivel~, its widened, 
strength and strategically adJ~tassed count.r~es) .. Given its overall 
the world, the America 1 geous position in the division of 
rhetorical admixture of n( le)~ 'ofssus was for the time spouting a 

. ree trade" and " ult'l 
meaning mainly the breakin u . 1:11 i ateralism,'' 
European imperialists and th:ir ~ ~f b~l~teral relations between the 
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i24 Quoted in Joyce and Gabriel Kolk . . 
Row, 1972), p. 24 (bracketed commen~; ~~ L~:ztsRof Power (New York: Harper and 

12s Felix Greene Th E e y .L. and F.S.). 
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understanding that lend-lease would be reduced gradually and in a 
manner calculated to encourage orderly reconversion, on August 
21, 1945, Truman abruptly terminated all aid. "It was a great 
shock," British Prime Minister Attlee later recalled. "The tap was 
turned off at a moment's notice. It made quite an impossible situa· 
tion. That's why we had to go and ask for an American loan right 
away.""' Which was exactly what Washington had been banking 
on. The final agreement gave the British $3. 75 billion in return for 
their termination of the so-called "dollar pool," which had sent all 
sterling bloc members' dollar earnings to London, and for the free 
convertibility of all sterling currency and a British obligation not to 
reduce imports from the U.S. In a separate statement the two par
ties pledged themselves to "the elimination of tariff preferences" 
and ''adequate measures for the substantial reduction of barriers to 

world trade." 121 

Alliance with British imperialism was an integral and crucial 
component of the U.S. leadership's vision of the postwar world. As 
Fred Block, a student of Western monetary policy, has concluded: 

In general, Britain was seen as a kind of bridge between the 
United States and the rest of the world. If the United States could 
count on British economic, political, and military resources in the 
pursuit of U.S. global aims, it was thought that it would then be in
finitely easier to gain the acquiescence of other countries. It was 
precisely U.S. dependence on British cooperation in a variety of 
areas that made U.S. policy toward Britain so complicated. On the 
one hand, if Britain were too strong ... it would be difficult to force 
her to act according to American wishes. On the other hand, if Brit
ain were too weak ... she would be of little help in financing Euro
pean trade, in working to eliminate trade and exchange controls, 
and in a whole variety of other tasks. The trick, then, was to keep 
Britain weak and dependent, but not too weak . ... 

128 

Coming into being was an imperialist system in which rivalries and 
competition among differing national capitals would still continue, 

126 
Francis Williams, A Prime Minister Remembers: The War and Post· War Memoirs 

of the Rt Hon. Earl Attlee (London: Heinemann Publishers, 1961), pp. 129-30. The 
abrupt lend-lease cut-off was also designed to bring pressure on the USSR in the 
postwar negotiations on Europe and to slow the pace of Soviet reconstruction. 

127 
Gardner, Sterling-Dollar Diplomacy, Appendix: "Financial Agreement Between 

the Governments of the United States and the United Kingdom," and pp. 152, 225. 

izu Block, Origins of International Economic Disorder, p. 59. 
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'There are three business ideologies existent in the world today, the 
Soviet system, our own free-enterprise system, and a third which is 
neither one nor the other. . . . I am extremely troubled about the 
future of free enterprise [read: the freedom of U.S. enterprise to be 
heads and tails above the rest of the imperialist world]. To put it 
bluntly, are we going to let this third group [i.e., the imperialists who 
had reason in the immediate situation to favor some protectionist 
policies against the U.S.] abandon the policy of free enterprise and 
open competition and become state trading nations or are we going 
to take a smart gamble and back our own future by advancing funds 
[i.e., such as those advanced through the Marshall Plan] that may 
tide them over their difficult period and permit them to play the 
game under the rules we adhere to. 12

• 

'to, 
·~: 

There are of course only two ideologies: that of the bourgeoisie and .;.: 
that of the proletariat. The point was that under the conditions of· r: 
the day the U.S. bourgeoisie was the only imperialist ruling class · 
with an immediate interest in relatively laissez-faire economic rela
tions in certain spheres (due to the enormous advantages in scale, 
technology, growth potential, and, most decisively, its widened, 
and widening, access to the oppressed countries). Given its overall 
strength and strategically advantageous position in the division of 
the world, the American colossus was for the time spouting a 
rhetorical admixture of (1) ''free trade'' and ''multilateralism," 
meaning mainly the breaking up of bilateral relations between the 
European imperialists and their colonial preserves as well as ''free'' 
access to those colonies; and (2) ''international cooperation'' and 
''economic stabilization,'' meaning planning and rationalization of 
monetary, financial, trade, and other economic arrangements in ac
cord with a U.S. orchestration of the imperialist world economy 
(quite un-laissez faire). 

This dynamic can be seen clearly in the key case of Britain. The 
U.S. rulers were, of course, very much aware that the British were 
in dire straits. Although it suffered only a third as many ''man
power casualties'' as it had in the First World War, Britain incurred 
over $ 70 billion in debts, used up $ 750 million in gold reserves, liq
uidated $6 billion in overseas investment to finance the war effort, 
suffered $3.5 billion in shipping losses, and faced the need of 
rebuilding almost one-fifth of its housing. 125 Despite a formal 

124 Quoted in Joyce and Gabriel Kolko, The Limits of Power (New York: Harper and 
Row, 1972), p. 24 (bracketed comments added by R.L. and F.S.). 

12 5 Felix Greene, The Enemy, p. 97. 
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but where a single power played the orchestrating role. 
The preceding pages represent an application of our spiral/ ' 

conjuncture thesis and serve as an overview of the rise of U.S. im
perialism. We have shown how the outcome of World War 1 estab- ·' 
lished a certain framework for imperialist expansion and how the 
U.S. maneuvered within it. We have seen how new contradictions 
erupted within and eventually destroyed that framework. Yet out 
of the carnage of World War 2 emerged a new imperial order. There 
are of course other analytic approaches to both the history and po
litical economy of the period. But unable to apprehend the move
ment and contradictions of imperialism as a concrete stage of world 
history, these approaches can neither explain the underlying 
causes and overriding significance of the first two world wars nor 
can they furnish an understanding of why we are in a prewar 
period today. Unfortunately, the dynamics of the postwar period 
were, to put it generously, misread by prominent spokesmen with
in the international communist movement. The fantastically dis
equilibrated relations of economic strength between the United 
States and the other imperialist economies and the removal of large 
stretches of the world from the imperialist orbit fed predictions of 
imminent breakdown and collapse. The dominant view in the inter
national communist movement was that with the conclusion of the 
war, the capitalist economies would lapse into depression, or, more 
accurately, the Great Depression of the 1930s would resurface. 

William Z. Foster, Chairman of the Communist Party, USA, 
argued in 1949 in his book The Twilight of World Capitalism: 

The next and inevitable economic collapse, which will center in the 
United States, will have its basis in the fact that war-swollen produc
tion in the U.S. has far outrun the consuming capacity of the lagging 
capitalist domestic and fo.reign markets. It will be much more ter
rible in its effects than the last crisis. 12

• 

Throughout the Western bloc, demobilization and the problems 
and complexities of reconstruction led to real difficulties. But they 
were essentially by-products of the preliminary phase of reorgani
zation and restructuring of capital, that is, they were bound up with 
a brief period of adjustment. The 1945-4 7 period, far from being the 
end of a cycle of war-induced growth (which was how, in the main, 

12
• William Z. Foster, The Twilight of World Capitalism (New York: International 

Publishers. 1949), p. 10. 
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TABLE2.6 
h 0 EC D Countries~1950-60 

.:;-conomic Perf~rmadnecx~~~gte ~tes. i~ blllio~s of U .s. dollars) 
P (at 1963 prices an ' 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Gross National 
Product 

665.6 

715.5 

741.5 

776.2 

784.8 

841.3 

868.9 

893.0 

899.2 

949.3 

991.3 

Gross Domestic 
Fixed Asset Formation 

122.7 

123.7 

124.0 

132.8 

140.l 

154.9 

162.9 

166.9 

165.0 

178.4 

188.4 

Average annual 4.1 o/o 4.4% 
increase 1950-60 . d Development) countries include 

. . f E nomic Cooperation an G ny 
'The O.E.C.D. !Organ1zat10.n or ~o hour ' Denmark, Finland, France, . erma 
Canada, U.S .. Japan, Austria, Belg1umN;:~::.'nds, iorway, Portugal, Sweden, Switzerland, 
IF.R.), Greece, Iceland, Ireland, Italy, 
Turkey, and United Kingdom. 

. Coo eration and Development, National Accounts of 
Source: Organization for Econ~~1~ E C ~ I Table d, p. 21. 
O.E.C.D. Countries, 1950-6B !Par1s. . . . . ' 

. . . d many genuine Marxists too), 
it was understood by r~visi~~:t~~ whole new spiral, which in
was actually the starting P . d f development and expansion. 
eluded a rathe~ pr?l?nged P~;~om~ke significant advances intema-

The proletariat, it is true, the im erialist order was also tem-
tionally through the war, but p and in particular, by the 

. d b the war's outcome , . f t 
porarily buoye y . over all its rivals. In point of ac.' 
magnitude of the. U.S. victo:r for a worldwide depression. And ~t 
there was at the time no basis t analyze the concrete condi
was possible then, in basic terms, o d wi'th those of the prewar 

. ·ally as compare 
tions of that time, especi. ve real maneuvering room en-
period, and to actually discern the ry f the matter is that the U.S. 
joyed by the imperialists. The essence o 
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TABLE 2.7 
Growth of Total Real Output, Leading Imperialist Countries 

(annual average percent increase) 

1900-1955 1947-1955• 
u .s. . . . . . . . . . . . . . . . . . . . . . . . . . . 3.3 4.4 

2.9 8.9 
2.4 12.0 
1.3 2.9 
1.1 6.0 

Japan . . . . . . . . . . . . . . . . . . . . . . . . . 
Germany ..................... . 
U .K. . . . . . . . . . . . . . . . . . . . . . . . . . . 
France . . . . . . . . . . . . . . . . . . . . . . . . 

•France and Germany averages are for 1948-55. After World War 2 the category "Germany' 
1 comprises only the Federal Republic of Germany. 

Source: U.S. Bureau of Economic Analysis, Long-Term Economic Growth, 1860-1970 {Washing
ton, D.C.: GPO, 1973), Dl-05, pp. 274-75. 

imperialists were not fundamentally stymied by interimperialist 
rivalries, economic difficulties, and other challenges, as they and 
the others had been before the war (and as they are again today). 
The problems were secondary to the more propitious framework 
that had been established. 

The international communist movement held a view of crisis and 
war diametrically opposed to that of Lenin and to what has been ar
gued in this work. That official orthodoxy was the theory of "gen
eral crisis." The theory of general crisis postulated the evolutionary 
descent of capitalism, based on the somewhat mechanical notion 
that the ground was being cut out and cut away from imperialism 
(even almost literally in a geographic sense). In the era of imperia
lism and proletarian revolution, according to this theory, capitalism 
could no longer fundamentally reorganize itself. A passage from 
Economic Problems of Socialism in the U.S.S.R., written by Stalin in 
1951-52, encapsulates much of this thinking. In it he wrote: 

Can it be affirmed that the thesis expounded by Lenin in the spring 
of 1916 - namely, that, in spite of the decay of capitalism, "on the 
whole capitalism is growing far more rapidly than before" - is still 
valid? 

I think that it cannot. 

As he observed: 

... [T]he sphere of exploitation of the world's resources by the 
major capitalist countries (U.S.A., Britain, France) will not expand, 
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FIGURE 2.2 
h f World Trade: Value of Exports The Growt o t · 
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. ortunities for sale in the world market will 
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U.S.S.R. (Peking: Foreign . Pr bl of Socialism in the 130 J y Stalin Economic 0 ems 
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Languages Press, 1972), PP· 3 ' · 
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History has surely rendered its verdict on that assessment. The 
experience of the 1950s alone (before capitalism was restored in the 
USSR itself and the victory of capitalism consolidated in most of the 
other countries of the Soviet-led socialist camp) shows that Lenin's 
thesis was indeed ''still valid." Table 2.6 demonstrates capitalist 
expansion between 1950 and 1960 as measured by two useful in
dices. Overall growth is reflected in the index of Gross National 
Product. One can also note the increase in gross domestic fixed
asset formation. Table 2. 7 compares the annual average growth 
rate of total real output of five leading imperialist countries over the 
period 1900-55 with that achieved during the 1947-55 period. The 
latter period was markedly higher. As for trade per se, the substan
tial (and, according to Stalin's prognostications, thoroughly unex- ' 
pected) expansion of trade by the West and its colonial spheres of 
influence in the decade following the war (at a time when trade 
contact between the Western and Eastern bloc countries was 
minimal) is illustrated in the accompanying bar graph (see Figure 
2.2). Since this theory sought to explain many of the same 
phenomena that have been examined in this chapter and denied 
the possibility of international reorganization of capital, the subject 
of the next volume, we shall conclude this volume with a critique of 

• 
the theory of general crisis. 

3 

The Theory of 
General Crisis 



Marxism-Leninism holds that capitalism is a doomed system. But 
how is this to be understood? The charge of ''chicken-little''-ism is 
frequently leveled at Marxist political economy. At any given mo
ment, some communist, it is alleged, will be shouting ''the sky is 
falling'' and prophesying impending capitalist economic col
lapse ... only to put the predictions into cold storage when the 
vaunted breakdown fails to materialize. Unfortunately, the carica
ture rings of some truth, and much of the basis for it is to be found in 
the theory of general crisis, as promulgated by the Comintern. The 
damage inflicted by general crisis theory has been enormous: not 
only was Lenin's groundbreaking theoretical work on the political 
economy of the epoch not carried forward by the international 
communist movement, but in many crucial respects it was effec
tively overturned. 

The influence of this has been far-reaching. Soviet political 
economy today makes use of the general crisis model, tailored to 
the shifting needs of social-imperialism. Major premises of general 
crisis theory have also been the fountainhead of analyses of im
perialism produced outside the communist movement, even by 
neo-Marxists explicitly disavowing the Comintern tradition.• The 
persistent influence of general crisis theory, both as a unified ex
planation of the ''limits'' of capitalism since the Bolshevik Revolu
tion and as a gloss on the texts of Marx and Lenin, calls for some 

' Paul Sweezy and Paul Baran' s highly influential Monopoly Capital, published in 
the 1960s, is a prominent case in point. 

243 



r 

244 America In Decline 

crit~cal di~s~ctio~ based ~n what has been learned about the nature 
of impe~iali~m in the fi.rst half of the twentieth century. It is 
perh~l?s .ironi.c that a species o.f doomsday logic should be subjected 
to criticism in a work arguing that imperialism faces its mo t 
se:i?us crisis. Bu~ if v:e a~e t~ truly comprehend the origins of th~s 
crisis and grasp its implications for revolutionary struggle it is 
neces~ry to s.h~rply differentiate the theory of general crisis' from 
~arxism-Leninism, to settle accounts with a profoundly erroneous 
view of the imperialist epoch. 

. N~tions of general crisis were bandied about by Soviet theoreti
cia~s in the ea:ly 1920s, but it was in the authoritative statements of 
Stalin at the Fifteenth and Sixteenth Congresses of the Communist 
P~r~y of the Soviet ~n~on in 19~7 and 1930 that the idea of a general 
crisis of world capitalism received more specific formulation and 
was held to be vindicated by world events. 2 In the works of Eugen 
Varga, the leading Soviet P?litical economist of the 1930s, it would 
be ~ore fully spelled out in terms of basic categories of Marxist 
polit.ical .economy; an accompanying picture of socioeconomic 
atav~sm in the capitalist countries would be drawn as well in 
Fascz~m and Social Revolution by R. Palme Dutt of the British Com
munist Party. The term general crisis was used at times to describe 
th~ post-World War 1 period, that is, an apparently new, dise
quilibrated state of affairs brought on by the Bolshevik 
Revolution'~ br~ach o~ the world imperialist front and the political 
and e~onomic dislocations of the war. At other times, the term was 
~sed interchangeably with the imperialist era; in still other usages, 
it was a c~aracterization of an allegedly new stage of imperialism. 
In ~he period of expansion following World War 2, the methodo
logical legacy .of general crisis ~heory led to a dizzying flip-flopping 
by Communi~t :arty theorists between dire predictions of 
wh.o!esale capitalist collapse and visions of a new, powerfully 
resilient and adaptable capitalism. 

To put the matter bluntly, the theoreticians of the international 
communist movement neither understood Marxist political econ
o~~ very ~el~ - that ~s, they fai~ed to grasp the essence of capitalist 
crisis, falling in~tead into neo-Sismondian and neo-Luxemburgian 
underconsumption and market theories - nor did they really 

2 J · V · Stalin, "Political Report of the Central Committee to the Fifteenth Congress 
of t~e ~PSU(Bl" (2-19 December 1927). Works (Moscow: Foreign Languages 
Publ1sh1ng House, 1954-1955). Volume 10, pp. 277-98; and "Political Report of the 
Central Committee to the Sixteenth Congress of the CPSU(Bl" (27 June 1930), 
Works, Volume 12, pp. 242-69. 
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derstand Leninism and the role of wars of redivision in tempo
~;ily and partially resolving the contradictions of imperialist acc.u

ulation. Indeed, general crisis theory downplayed and mis
Jll nstrued the global dynamics of imperialist accumulation, and the 
co dE . orld was viewed from a country-by-country an urocentric 
;erspective. Running through the various exp.ositions and applica
t. ons of this theory were three erroneous and interrelated explana
t~ons of crisis. First, st~gnatio~ was i~perialism: s n?~~al st~te. 
Capitalism had entered into an irreversible ~ystemic crisis in which 
periods of revival and boom were exceptional and bound to be 
short-lived. Owing to universal impoverishment of the masses and 
shrinking market opportunities, capitalism lacked the incentive to 
develop the productive forces and to advance science and 
technology. Second, and as the preceding point sugges~s, this 
chronic crisis was rooted in a widening gap between producing and 
consuming power. Finally, the world market was conceived in 
terms of global consumer demand, and this world market itself was 
constricting and nearing complete collapse. Viewed historically, 
capitalism was reaching the absolute limits of internal and external 
expansion. The general crisis was its slow dance of death. These 
themes are the main targets of the critique that follows. 

Capitalism, according to the Comintern theorists, no longer 
developed through thrusts of expansion and crisis, the one dialec
tically related to the other. Rather, capitalism was passing through 
stages of development of a prolonged, basically unrelieved crisis. 
The Great Depression of the 1930s was viewed as paradigmatic of 
capitalism's future. R. Palme Dutt, writing in 1934, argued that no 

substantive recovery was possible: 

The general crisis of capitalism should not be confused w.ith the 
old cyclical crises of capitalism which, although demonstrating the 
inherent contradictions of capitalist relations, nevertheless con
stituted an integral part and direct factor in the ascent of 

capitalism. . . . . . 
... Their characteristic feature was to solve the contradictions, al-

beit by anarchically violent and destructive means: to restor~ the 
equilibrium, and permit of the resumption of production on a higher 

plane .... 
Elements of this character can also be traced in the postwar world 

economic crisis; but these ''progressive'' elements are overshadow
ed by the major, negative effects of the whole process of the de~i::lop
ment of the cyclical crisis on the basis. of the gen~~al ~risis of 
capitalism, in the consequent destruction of stabilization and 
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hastening of revolutionizing processes. 
For the general crisis of capitalism admits of no such solution. a 

The Comintern theorists took note of the rather obvious deforma
tion of the industrial cycle in the imperialist era and the undeniable 
fact that the crisis/recovery dialectic of classical capitalism no 
longer operated in the same way. While they correctly observed 
that the industrial cycles in themselves could not establish a new 
~ra~ework for growth, they were unable to grasp the international
izat~on of capital's circuits and how that dialectic played itself out in 
the international arena. Capitalism's inner mechanisms, they con
cluded, no longer sufficed to push it forward and out of crisis. The 
Great Depre~sion could thus be expected to last indefinitely, punc
tuated by brief upward movements and revolutionary storms. 

Here we might single out two notorious theorizations of this 
stagnationism. In many of the oppressed countries, the received 
Comintern tradition held that imperialism could not or would not 
promote ~he.development of the productive forces, that imperial
ism w~s i?dissolubly linked to backward and stagnant modes of 
~re~apitali~t supe~e~pl~itation and incapable of spurring any 
signi~icant industrialization. 4 But when both the possibilities and 
requirements of imperialist accumulation dictated diversification 
and modernization, as in the post-World War 2 period, then we find 
ma?y .of the Latin American Communist Parties jumping on the im
r,erialist b~n~;vvagon. T~ese parties were now seeking alliance with 
progre~sive bo~rgeois sectors, who, it was claimed, were doing 

battle with feudalism and backwardness. In actuality, these ''pro
gressive'' sectors were tied to the imperialists and these ostensible 
battles amounted to imperialist-sponsored land reforms, infra
str~ct~re development·, and other efforts on the part of the im
perialists to restructure capital in the colonies (albeit, in some 
respects, at the expense of vested landed interests). 

~u~t took t~e stagnationist argument to its logical conclusion: 
capitalism was in revolt against the machine and science, restrict-

3 R. Palme Dutt, Fascism and Social Revolution: A Study of the Economics and Politics 
of the Extreme Stages of Capitalism in Decay jNew York: International Publishers, 
1934), p. 10. 

• For some of the early Comi1_1tern debate around this question, see "Extracts 
from t~e Theses on the Revolutionary Movement in Colonial and Semicolonial 
Countries, Adopted by the Sixth Comintern Congress" jl September 1928) in Jane 
De~ras, ed., The Communist International 1919-1943: Documents jNew York: Oxford 
Univ. Press, 1960). Volume 2, pp. 526-28. 
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ing instead of increasing production, and destroying productive 
forces (his central observation was that the post-World War 1 
period had witnessed the first large-scale absolute setback of capi
talist production). Society was actually being hurtled back in time 
to a lower stage of technical development; this retrogression and 
decay would continue until, according to Dutt, the working class, 
the real champion of technical progress, comes to power. 5 The 
main indictment of imperialism was thus its supposed inability to 
develop the productive forces. Moreover, it was argued that fas
cism would become the necessary and inescapable form of political 
rule since the bourgeoisie could only maintain control over an ever 
more impoverished proletariat through unmitigated terror (im
perialism and democracy were held to be incompatible). And, 
again, when the imperialists showed themselves capable of un
leashing productive and technical development, it was not too great 
a leap in theory (and practice) to now embrace the ''progressive'' 
and ''antifascist'' wings of the bourgeoisie. 

General crisis theory correctly recognized that one inter
imperialist war would lead to another and that imperialism was 
heading towards extinction. But the latter was conceptualized as a 
secular decline, as the evanescing of a system that had lost its 
dynamism. Figure 3.1 shows the growth of total real output in five 
major capitalist countries cf uring a period ostensibly gripped by a 
general crisis. What stands out is both the precipitous decline of the 
1930s depression and the boom of the post-World War 2 decades. 
The theory of general crisis could not explain such phenomena. 

This vision of decline represented a departure from the Leninist 
analysis of simultaneous growth and decay, of an internally dy
namic system which can only develop through breakneck leaps, of 
a throbbing and convulsive capitalism which is like a stumbling 
runner - lurching forward but never capable of regaining any 
smooth stride. In essence, it denied that imperialism represented a 
development and a continuation of the fundamental characteristics 
of capitalism. Hence, instead of development through explosive in
tensification of captalism's contradictions - and with it the 
strengthening of the material basis for proletarian revolution and 
the ultimate goal of classless society - we get a gradualistic slide in
to the abyss, a kind of prescribed endgame. While capitalism can
not in the long run overcome its contradictions, there is no such 

'See Dutt, Fascism and Social Revolution, pp. 12, 24-25, 42-58. 
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FIGURE 3.1 
Indices of Thtal Real Output for 

Five Leading Imperialist Countries, Selected Years 
(1913 = 100 for each country\ 
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thing as a permanent crisis. 6 To put it differently: capitalism cannot 
endlessly expand, but it cannot, as capitalism, stop expanding. 

The conceptual underpinning of the stagnationist perspective 
was underconsumptionism. Varga's The Great Crisis and Its 
Political Consequences, completed in 1934, posited as its theoretical 
point of departure the distinction between ''purchasing power," 
which was defined as constant capital, variable capital, and surplus 
value, and ''consuming power," which was defined as the sum 
available for the purchase of commodities for individual consump
tion. The relative diminution of the latter, particularly that com
ponent represented by wages, was held to be the Achilles' heel of 
capitalist reproduction: 

The constant relative diminution of consuming power (disregarding 
the cyclic course of production) compared to the development of the 
productive forces leads to a chronic accentuation of the contradic
tion between the productive power and the consuming power of 
capitalist society, since the individual capitalists, driven by the 
necessity of winning in the competitive struggle, develop the pro
ductive forces without taking the relative diminution of consuming 
power into consideration. This is the economic basis for the general 
crisis of capitalism, for the chronic idleness of a large part of the pro
ductive apparatus, for chronic mass unemployment. 1 

The significance of monopoly was also analyzed through the 
underconsumptionist lens: the growing power of the financial oli
garchy, the resort to monopoly price, the practice of wage-cutting, 
and monopoly-induced rationalization were factors exacerbating 
this lagging absorptive capacity. In A. Leontiev' s Political Economy, 
the standard primer circulated by the Comintern, we find this 
typical passage in the chapter on crisis: 

Thus, inherent in capitalism, there is the deepest contradiction be
tween the colossal growth of production possibilities and the 
relatively reduced purchasing power of the working masses .... 
This tendency towards an unlimited expansion of industry inevitably 
comes into conflict with the limited powers of consumption of the 
broad masses of workers. The growth of exploitation does not only 

• Karl Marx, Theories of Surplus Value, Part II (Moscow: Progress Publishers, 
1968), p. 497n. 

7 Eugen Varga, The Great Crisis and Its Political Consequences (New York: Interna
tional Publishers, 1934), p. 20. 
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mea~ the growth of production. It also means a reduction in the pur
chasing power of the masses, a curtailment of the possibility of sell
ing commodities. The purchasing power of the masses of workers 
and peasants remains at a low level. Hence the inevitability of over
production crises under capitalism." 

This approach was dead wrong and not at all Marxist. 
Lenin contrasted two different approaches to crisis the one 

Sismondian, and the other, Marxist: ' ' 

The _first theory expla~ns crises by the contradiction between pro
duction and consumption by the working class; the second explains 
t?em by the co?tradiction between the social character of produc
tion and the private character of appropriation. Consequently, the 
former sees the root of the phenomenon outside of production 
(hence, for example, Sismondi's general attacks on the classical 
economists for ignoring consumption and occupying themselves on
ly with production); the latter sees it precisely in the conditions of 
pr??uction. To put it more briefly, the former [Sismondian]explains 
crisis by underconsumption ... the latter [Marxist] by the anarchy 
of production. 9 

The Comintern theorists basically operated within a Sismondian 
mold. They ritualistically asserted that the contradiction between 
socialized production and private appropriation was the funda
mental contradiction of the capitalist mode of production. But this 
was red~ced to the contradiction between the bourgeoisie and the 
proletariat and that contradiction itself was narrowly defined. The 
~roblem, they argued - and we should recall Leontiev' s descrip
tion of the ''deepest contradiction'' - was that the working class 
could not consume its social product, since capitalism did not pro
d~c~ for use. Thus, lack of consuming power was the cause of 
crisis. ~h~ argument required· a theoretical sleight of hand. The 
co~t~adiction between socialized production and private appro
priation was essentially transformed into the contradiction be
tween the level of production and the level of effective demand. 
And the contradiction between production and consumption was 
equated with increasing immiseration of the masses. Pride of 

184
". A. Leontiev, Political Economy (New York: International Publishers, n.d.), p. 

• V.I. Lenin, "A Characterization of Economic Romanticism," Collected Works 
(LCW) (Moscow: Progress Publishers). 2, p. 167. 

The Theory of General Crisis 251 

place in this schema was implicitly accorded the realm of con
sumption and the production of wage goods. In effect, the con
suming capacity of society was considered the independent 
variable of accumulation. 

A brief discussion of these points is necessary. To begin with, 
the restricted consumption of the masses is hardly a new phenom
enon. As Engels pointed out: 

It has existed as long as there have been exploiting and exploited 
classes. . . . The underconsumption of the masses is a necessary 
condition of all forms of society based on exploitation, consequently 
also of the capitalist form; but it is the capitalist form of production 
which first gives rise to crises. The underconsumption of the masses 
is therefore also a prerequisite condition of crises, and plays in them 
a role which has long been recognized. But it tells us just as little why 
crises exist today as why they did not exist before. 10 

What, then, is the specificity of consumption under capitalism? 
'''Consumption,''' Lenin wrote, ''develops after 'accumulation,' 
or after 'production'; strange though it may seem, it cannot be 
otherwise in capitalist society.'' 11 It is the demand of capital for 
labor power that sets the productive process in motion. While the 
value represented by wages is created by the labor of the workers 
themselves in the overall process of capitalist production, these 
wages in fact form part of the expenses of the capitalists. Wages are 
an element, variable capital, of the total investment bill. 12 Hence, 
even though the demand for consumer goods comes preponder
antly from the wage-earning population, this demand is a derivative 
one - it has its source in the investment outlays of the capitalist 
class, and these correspond to the needs of the self-expansion of 
capital. Wages and consumption are not separable from investment 
nor is consumption the goad of capitalist production. Actually. it is 
the ability ot capital to profitably accumulate surplus value which is 
the deepest determinant of the level of social purchasing power 
and, a fortiori, it is the labor process as a value-creation process that 
defines the historically limited character of capitalist production. 

'"Frederick Engels, Anti·Diihring (Moscow: Progress Publishers, 1969). 
pp. 340-41. 

" "A Characterization of Economic Romanticism," LCW, 2, p. 155. 
12 This is a point stressed and developed by Anwar Shaikh in his "An Introduction 

to the History of Crisis Theories," U.S. Capitalism in Crisis (Union for Radical 
Political Economy, 1978). 
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Gra~ping this makes it possible to understand both why lower pro
duct~on costs and accelerated accumulation may be accompanied 
by higher wages, as was the case for an extended period after World 
War 2, and why Marx could also observe (with respect to the ac
cumulation cycle of premonopoly capitalism) that ''crises are 
always prepared by precisely a period in which wages rise general
ly and the working class actually gets a larger share of that part of 
the annual product which is intended for consumption." 13 

The advance of capitalist production is not simply a matter of 
the growth of the consumer goods industries. Given the decisive 
importance of mechanization and technical innovation to the ex
panded and profitable reproduction of capital, the producer goods 
industries.must undergo extensive development. Further, personal 
?o~sumpt.ion does not represent the totality of consumption in cap
italist society. The productive consumption of the capitalists, i.e., 
de~and for a~d use of machine tools, steel, etc., will augment 
social purchasing power: both directly, in the form of the demand 
for means of production, and indirectly, in the form of greater de
mand for con.sumer ?oods coming from workers employed in pro
ducer good~ industries. To be sure, constant capital is not ''pro
duced for its own sake." 14 Through a complex series of inter
relationships, production of means of production is connected to 
production of means of consumption. But there is no one-to-one re
lationship between, let's say, so many tons of aluminum and so 
many commodities for personal consumption. Some of this alumi
num is purchased by automakers and other producers in depart
ment 2 who manufacture consumer goods. But some of it goes into 
department 1, the sector producing means of production - either 
to branches producing machines that would be used by the con
sumer goods industries (and thus eventually expand consumer 
goods output) or into branches producing machines and equipment 
t? produce machines and equipment. The point is that the produc
tion o~ means of production is relatively independent of production 
of arti?les of consu~p~ion (and S<?me output, like military hard
ware, is never even indirectly destined for personal consumption). 
Mass consumption neither regulates the interrelation between or 
the growth of the two departments of social production, nor does it 
represent the absolute bound of capitalist production as a whole. 

13 Marx, Capital, II jMoscow: Progress Publishers, 1971), p. 415. 
1
• Capital, III, p. 305. 
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There is indeed a contradiction between the unlimited drive to 
expand the productive forces and the limits to consumption, and it 
is a contradiction which intensifies economic disorder. But there is 
no intrinsic or widening ''demand gap'' that represents capitalism's 
fatal flaw. 15 The accumulation of surplus value is also a process of 
the creation of markets. Through the extension of the capitalist 
mode of production and a more complex division of labor, the de
mand for means of production and, via demand for labor power, 
for means of consumption, increases. Nonetheless, it remains true 
that the conditions of production and realization are not identical 
and the existence of separate and unevenly developing commodity 
producers, in competition with each other and working for an un
known market, makes the realization of the aggregate social pro
duct anything but a smooth process. But, as Marx emphasized, 
''crisis arises out of the special aspects of capital which are peculiar 
to it as capital, and not merely comprised in its existence as com
modity and money.'' 16 It is the overall (deteriorating) conditions of 
profitability which result in declining demand for both means of 
production and means of consumption, and it is the anarchic inter
relations of an overaccumulating capital that impede and under
mine its profitable reproduction. The resolution of crisis resides 
neither in the restriction of output nor in the stimulation of demand 
as such; rather, it involves the overall restructuring of capital, 
which is fundamentally a matter of its value relations. Expanded 
consumption is a result of such restructuring, not its cause. 

The Comintern theorists sought to buttress their undercon
sumptionist case by arguing that ''the absolute impoverishment of the 
working class comes to the fore more and more strikingly in the 
period of the general crisis of capitalism.'' 17 By this they meant that 
the numbers of unemployed must increase while the wages of the 
employed would invariably be pushed below the value of their 
labor power. During the late 1920sand early 1930s, Varga set out to 
demonstrate that capitalist development had finally led to an ab
solute decline in the number of productive workers, and that this 
was the trend of the future; thus capitalism's absorptive capacity 

1' The reformist implications of many underconsumptionist positions are none too 
mysterious: a redistribution of income jhigher wages or transfer payments) would be 
to the mutual advantage of both workers and capitalists since the increased con
sumption of workers would result in a greater volume of sales for capital. 

"'Theories of Surplus Value, II, pp. 512-13. 
17 Varga, The Great Crisis, p. 20. 
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would be permanently impaired. 10 Dutt picked up the cudgel. Cor
rectly stat1n.g that t?e accumulation process displaces workers and 
crea.tes an 1i:idustr1al reserve army which both serves the fluc
tuating requirements of production and helps maintain the pro
letariat in subjection, he then went on to argue: 

But thi~ indu~tri~l reserve army was a part of the machinery of 
expanding capita.list production; the absolute number of productive 
workers successively grew. It is only since the war that the new 
~henomeno? app~ared of a permanent unemployed army, grudg
ingly kept Just alive at the lowest level of subsistence by the 
bourgeoisie, while the absolute number of productive workers 
employed has directly decreased. 19 

The explanations for this phenomenon of a permanent diminution 
?f employm~nt possibilities ranged from technological revolutions 
in the twenties and rati~nalization schemes during the crisis years 
to the comple.te absorption of noncapitalist modes of production. 

The experience of the ensuing four decades certainly does not 
sustain this thesis. Although a permanent reserve army of the un
~1:11pl~yed _(into which has been crowded many oppressed national-
1t1e~, ~mm1grants, youth, etc.) is an important feature of the im
per1al1st ~con~mies, the total volume of employment has not secu
larly declined in any o~ them. Now if a case were being made for re
d~ced demand stemming from the decline of productive or indus
trial eri:iployri:ient, it .overlooked the demand stimulated by the in
crease 1.n non1ndustr1al e?1~l~yment. 20 More to the point, the argu
mei:it sidestepped the s1gn1f1cance of the internationalization of 
~ap1ta~. ~he structure of production and employment in particular 
1mp~r1al1st countries is influenced by the division of the world in
clu~1ng, very decisively, the distribution of colonies. In this spiral, 
for ~nstan.ce'. a treme~dous shif~ of industrial employment out of 
the 1mper1al1st countries to certain Third World countries has taken 
place .. If one were to compare the total level of industrial employ
ri:ient in the world in ~he period o~ the 1920s with that of any decade 
since World War 2, it was certainly higher in the latter period; at 

,, '". Fo,~ an acco~~t of t?,e debate around Varga's theorem, see Richard B. Day, The 
Cr1s1s and the Crash : Soviet Studies of the' West (1917-1939} (London· New L ft 

Books, 19811, pp. 146-70. · e 

••Dutt, Fascism and Social Revolution, pp. 16-17. 
20 See Day, "Crisis" and "Crash," pp. 154-55. 
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the same time, the level of nonindustrial employment relative to 
total employment has also been higher during these recent de
cades. The Marxian view, that the displacement of human labor by 
machines is accompanied by a declining rate of growth of variable 
capital in relation to total capital, holds. 

The real crux of this issue is the international framework and 
determinants of accumulation. Based on the overall structure of 
international capital, the profitability of capital, the unemployment 
rate, and the living standards in the imperialist countries can go up 
or down. There are several imperialist countries, notably West 
Germany and Japan, that sustained economic growth for decades 
- with rising living standards and negligible unemployment. In
deed, one pernicious legacy of general crisis theory has been a ten
dency to assume that the central manifestation of crisis is economic 
collapse, mass unemployment, and widespread impoverishment 
within the imperialist countries themselves. Actually, for the Com
intern, mass unemployment in the advanced countries was seen as 
the elixir of revolution. Apart from underestimating the degree to 
which the imperialists can make economic concessions (even in 
crisis), such thinking denies that the greatest unemployment and 
immiseration is centered in the Third World. Not grasping the 
dialectical connection between these phenomena in the imperialist 
and colonial countries is yet another legacy of the theory - which 
raises a related issue. 

There was a definite Eurocentric bent to general crisis theory. 
The importance of the colonial world to the successful accumula
tion of imperialist capital was downplayed and seen, in the main, in 
relation to the overproduction of commodities in the advanced 
countries. The privileges of the imperialist nations were papered 
over and the theory cut against one of Lenin's principal insights into 
class relations in the imperialist countries: ''the split in the working 
class.'' The parasitic position of the imperialist countries results in 
the corruption of significant sections of the working class; the 
revolutionary vanguard, Lenin emphasized, must ''go down lower 
and deeper, to the real masses. __ . '' 21 The Comintern tended to treat 
the working class as a monolithic bloc, an approach which nur
tured voluntarism and opportunism. In the twenties and early thir
ties, the Communist Parties blamed the social democrats for the 
backwardness and reformism of various sections of the working 

21 "Imperialism and the Split in Socialism," LCW, 23, p. 120. 
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class. By the mid-thirties, they were conciliating these same social 
democrats and sections of the bourgeoisie in order to ''win the ma
jority'' of workers - with a program of democracy and antifascism. 
Not only was their political economy dubious, but (besides the evi
dent chauvinism) it led to an arrantly incorrect view of the prepara
tory tasks of revolution in the advanced countries. 22 

Lenin conceptualized imperialism as a world system; the Com
intern theoreticians conceived it as the mere aggregate of in
dividual national economies. Conspicuously missing from their 
analytic framework was an understanding of a new international 
dynamic in the imperialist era - in short, that national economies 
are integrated into a single world process which is linked with the 
qualitatively heightened socialization of production, the inter
nationalization of capital, and the complete partition of the world 
among the imperialist powers. The Comintern theorists did not 
operate with an understanding that the world market is an integral 
and determining whole. In general crisis theory, imperialism was 
largely approached from the perspective of the national formation 
looking out into the world. 

Expansion was seen as a response to the pressure for markets, 
specifically in relation to shrinking domestic markets. In many im
portant respects, the view more closely resembled that of Lenin's 
contemporary, the British liberal economist Hobson, who regarded 
the foreign market as a safety valve for an excess of goods that could 
not be sold at home on account of high monopoly prices. The role of 
capital export was consistently minimized and generally presented 
as a means to climb tariff walls to facilitate the sale of goods. Rather 
than proceeding from the reproduction and contradictions of an 
internationalized mode of production which is rooted in national 

22 It is beyond the scope of this work to fully trace out the political implications of 
the. ~enera! crisis line. Suffice it to say that lack of clarity on Lenin's theory of im
per1al1sm reinforced tendencies to cast What Is To Be Done? to the winds. The ''strug
gle for bread" in the imperialist countries was held to have become an intrinsically 
revolutionary one: if imperialism were incapable of meeting the barest needs of sur
vival of the laboring masses, then the demands that these needs be met would of 
necessity pose a direct challenge to the entire imperialist order. Lenin's verdicts on 
economic struggle were reversed, his struggle against economism abandoned. On 
these and related points, see J.P .. "Some Notes on the Study of What Is To Be Done?" 
The Communist, No. 5 jMay 19791; "Slipping Into Darkness: 'Left' Economism, the 
CPUSA, and the Trade Union Unity League," Revolution, Volume 5, No. 2-3 
!February/March 19801; Revolutionary Communist Party, "Imperialist Economism, 
or the European Disease," A World To Win, No. 2 jMay 19821. 
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rnarkets, an attempt was made to explain the crisis of the 1930s 
from the standpoint of the market problems of relatively self
contained national formations. It was argued that a fundamental 
tendency of the epoch was the increasing isolation of states from 
one another 23 - when any real analysis shows just the opposite 
tendency to be principal. The Comintern theorists were extra
polating, of course, from the protectionism of the 1930s. But in 
point of fact, the international arena was not any less of a determin
ing whole; there was simply more disorder within it. 

Speaking of the course of the crisis of the 1930s, Varga wrote: 

The inner mechanism of capitalism was effective enough to 
overcome the lowest point of the crisis, to bring about the transition 
to a depression, and in some countries to create a limited revival; but 
it does not prove to be effective enough to produce a real boom, a 
prosperity phase.•• 

The depression of the 1930s did not in itself generate the conditions 
for recovery. But to conclude from this that capital cannot undergo 
any fundamental or thoroughgoing reorganization which would 
furnish the basis for accumulation on a renewed and higher level is 
to deny the very nature of capital_ The inner mechanism of capital 
accumulation, the destruction/restructuring dialectic, continues to 
operate in the imperialist era. This has been extensively analyzed in 
terms of international conjunctures, the role of interimperialist 
war, and the restructuring that follows in the aftermath of major 
changes in international alignments. 

General crisis theory focused on depression (of a ''special kind''), 
as opposed to interimperialist war. And war itself was sundered 
from the real dynamics of imperialist accumulation and rivalry- Con
sequently, the two imperialist world wars were often regarded as 
wholly dysfunctional, in no substantial way thrusting accumula
tion forward - hence the routine predictions of postwar collapse. 
And world war was treated as an expression of the realization and 
market difficulties of a capitalism which, having passed its historic 
apogee of development, could only utilize productive forces for 
destruction. To wit, Dutt on the specter of a second world war: ''In 
the face of these facts increasing doubts begin to assail the capital
ists whether there can ever be full-scale employment again .... As 

23 See Varga, The Great Crisis, p. 26. 
2' Varga, The Great Crisis, p. 74. 
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this new situation begins to be realized, the beckoning phantom of a 
new world war as the only 'solution' to utilize the productive forces 
and wipe off the 'superfluous' population begins to exercise a 
visibly increasing attraction on capitalist thought and policy as the 
final gamble." 25 

The dialectic of imperialist expansion and crisis works itself out 
through the overall reorganization of capital on a world scale, with
in which the colonies play a central role. If the Comintern theorists 
did not grasp this, still, they recognized that capitalism must extend 
and reorganize itself. The problem, as they saw it, was that this was 
no longer possible: 

In the present depression the following change has taken place: the 
process of "depeasantizing," as Lenin calls it, i.e., drawing the 
agricultural producers into the capitalist market is essentially com
pleted in the most highly developed capitalist countries: the U.S.A., 
England, and Germany. In the present agrarian crisis the process of 
differentiation develops into the wholesale ruin of the small and 
middle peasants. 26 

These assertions scarcely comport with the factual evidence. To 
take a striking example, one of the most extraordinary social trans
formations in the history of U.S. capitalism took place during and in 
the aftermath of World War 2: the large-scale proletarianization 
and urbanization of millions of Black people, the bulk of whom 
were previously engaged in sharecropping agriculture. 27 Similar 
processes occurred in the other imperialist countries, especially 
Japan and Italy. On the other hand, precapitalist relations in the ad
vanced countries were largely of the order of remnants and in the 
above discussion Varga barely touched on the potential for trans
forming production relations in the Third World, a process which 
was extensive and pivotal to expanded reproduction in the post
World War 2 period. In general, the colonial countries were viewed 
mainly in stagnationist terms. Mired in backwater modes, their ca
pacity for absorbing goods from the advanced countries was chron
ically impaired. 

2
' Dutt, Fascism and Social Revolution, pp. 22-23. 

2
• Varga, The Great Crisis, p. 76. 

27 The Comintern also argued, in keeping with its stagnationist orientation, that 
Black people would remain, in their vast majority, sharecroppers in the southern 
United States. 
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The Comintern theorists constructed a logical argument, focus
ing in the realm of circulation, as to why capitalism could no longer 
profitably reproduce and extend itself. In the advanced countries, 
the nonproletarian reserves were well-nigh exhausted, overpro
duction and low wages put a brake on the renewal of fixed capital, 
and these same low wages and permanent unemployment under
cut the market for consumer goods. In the colonies, the pricing 
''scissors'' (high prices charged by the imperialists for their manu
factured goods and low prices forced on the colonies for their mar
keted output), the one-crop and highly agrarian character of their 
economies, competition to the imperialists from local consumer 
manufacturers, and the existence of a large and impoverished 
peasantry - all militated against imperialist expansion. This 
overall analysis was at once an accounting of a specific, concrete 
crisis of imperialism and a projection of imperialism's trend-line. In 
other words, the crisis was so severe and the systemic and struc
tural obstacles to the generation of new markets so complete (and to 
these factors would later be added the existence of a socialist 
camp), that capitalism could not extricate itself from crisis. The 
future held out long-term stagnation or self-destructive war. 

A theoretician from an earlier period reached similar conclu
sions which bear directly on the discussion. This was Rosa Luxem
burg, a founder of the Communist Party of Germany, who was 
murdered in 1919 by the military authorities acting under the 
auspices of the Social Democratic Party. Luxemburg failed to com
prehend the specificity of the imperialist stage of capitalist develop
ment, in particular the contradiction between monopoly and com
petition. For Luxemburg, capitalism's international thrust was 
mainly a question of increasing and extending the scope of its trade 
with the rest of the world. Closely related, she, like the Comintern 
thinkers, posited a unilinear approach by capitalism to its final 
limit. And, like the Comintern again, she posed this in the realm of 
realization. In this sense, the Comintern' s position was just a 
warmed-over variant of Luxemburgism. The difference - and this 
was her virtue in a certain way - was that Luxemburg associated 
that limit precisely with the Third World, with the depeasantizing 
process there. 

In 1913, Luxemburg published her major theoretical work, The 
Accumulation of Capital. There and in her subsequent Anti-Critique 
she put forward a schema based on a chronic shortfall in demand. 
How was the total commodity product to be realized when 
workers' consumption was confined to the narrow limits of their 
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wages and when the capitalists had to defer spending (outside their 
own personal consumption and replacement expenditures to main
tain the current level of production) in order to accumulate the 
money reserves to finance future investments? Closing this de
mand gap required, according to Luxemburg, a class of buyers out
side of capitalist society who could absorb this output without add
ing to it - and these consumers were to be found in pre- or non
capitalist sectors, mainly in the colonies. Eventually, however, 
these layers would be incorporated into the process of capitalist 
production and no one would be left to realize this commodity 
product. Hence, the capitalists would not be able to realize surplus 
value and underwrite further expansion. 

Luxemburg tended to view the total capital as a single and in
dissoluble unit. 28 She incorrectly assumed that all capitals are si
multaneously hoarding money capital for future investments -
when in fact this process goes on unevenly, with some saving and 
others borrowing idle funds and investing. She implicitly assumed 
that the total social product streams into the market simultane
ously, requiring that it be realized all at once - when in fact realiza
tion, like investment, is a continuous, if anarchic, process. More 
important, she failed to see how investment, premised on profit
ability or the prospect of it, could stimulate expanded consumption 
within the orbit of capitalist society. The expansion of capital re
quires the continual perfecting of the division of labor and 
generates its own demand and markets. In short, Luxemburg's cen
tral thesis is wrong, capitalism's fate does not rest on ''outside'' 
buyers. 

But what of the ''eating up'' of the noncapitalist milieu by capi
talist production relations? Lenin put great emphasis on the spread 
of commodity production and the differentiation of the peasantry 
- some becoming proletarians and others becoming capitalists -
in the process of market creation. Colonial superprofits play a deci
sive part in the process of imperialist accumulation. It is also true, 
on the other hand, that there is a dynamic of heightened contra
diction as the world is consumed by capitalist production relations. 
Is there a sense, then, in which neo-Luxemburgism - at least to the 
degree that it takes into account the critical role of the Third World 
- can be said to be accurate? The answer is no. 

2• This point is made by Michal Kalecki in connection with Luxemburg's view of 
investment in his Selected Essays on the Dynamics of the Capitalist Economy (London: 
Cambridge Univ. Press, 19711. pp. 151-52. 
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Even if all production relations in the world were to become 
capitalist - and assuming that even were there a socialis_t camp it 
would almost certainly exist for some time in a world domin~~ed by 
the capitalist mode of production - the the?ry of gen~ral crisis ~nd 
stagnationism would still not be valid. While th~ Third World is a 
crucial reserve of imperialism - as well as a crucial arena of revolu
tionary struggle - it would be incorrect to identify th~ t~ansforma
tion of the noncapitalist regions of the world as the driving force of 
capitalist expansion. The Third World, eve~ unders_tood _sci~ntifi
cally in terms of the export of capital and the internationalization of 
production, is not the ultimate limit to imperialist expansion. ~api
tal must and can restructure itself, though ever more spasmodically 
and violently, in an increasingly capitalized world environment; 
theoretically, it can do so even in one in which precapitalist rela
tions have been totally dissolved. Capital is driven to break through 
the barriers that hem in the development of the productive forces, 
even though in doing this it only strengthens the basis for its 
destruction. 

In Capital, Marx had provocatively posed that the prob~em for 
analysis was to explain why the capitalist m~de_ of p~~du~tion h~d 
not already fallen apart, given all its contradictions.. This was in 
the context of his exposition of the countertendencies to the ten
dency of the rate of profit to fall. Marx's point was that capitalism is 
capable of expansion, but that thi~ is a ''mo~ing con~radiction." 
There are boundaries to accumulation coterminous with the very 
determination of value. The foundation of capital is the appropria
tion of surplus value, which is produced by living labor. In the 
Grundrisse, Marx wrote: 

Thus the more developed capital already is, the more surplus labor it 
has created, the more terribly must it develop the productive force 
in order to realize itself in only smaller proportion .... It can move 
only within these boundaries. The smaller already the fractional 
part falling to necessary labor, the greater t~e su~lu~ /~bar, the less 
can any increase in productive force perceptibly d1m1n1sh necessary 
labor .... 

... Capital itself is the moving contradiction, in that it presses to 
reduce labor time to a minimum, while it posits labor time, on the 
other side, as sole measure and source of wealth. 30 

2• See Capital, Ill, p. 232. 
:io Marx, Grundrisse, translated with a foreword by Martin Nicolaus (Middlesex, 

England: Penguin, 1973). pp. 340, 706. 
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The end of capitalism, however, is not a predetermined point in 
time and space when an absolute limit to the production (or realiza
tion) of surplus value will be reached. ''Production," Marx wrote, 
''moves in contradictions which are constantly overcome but just 
as constantly posited," 31 and his image of capital's ever more ''ter
rible'' exertions to maintain and extend itself is graphically to the 
point in this epoch and takes on special meaning. This mode of pro
duction is driven to displace its contradictions to wider spheres and 
to intensively restructure itself. More rapid growth, more per
vasive parasitism; accumulation thrust forward, only to turn into 
its explosive opposite - this is a system which in straining against 
its limits produces upheavals and transformations. The dialectics of 
these spirals are the dialectics of the extinction of imperialism. 

The theory of general crisis sought to locate certain limits which 
would, to borrow a phrase from Lenin, signify the impossibility of 
capitalism. Between here and there growth would decelerate. But 
the destruction of imperialism is not a process of secular economic 
decline, much less the product of intensifying economic struggle. 
For imperialism and all exploiting classes must be consciously 
overthrown. And as Mao brilliantly analyzed and showed through 
the Cultural Revolution, they must be ever more consciously over
thrown again and again until the soil from which grow commodity 
production and antagonistic social divisions is cleared away 
through revolutionary transformation in all spheres of society. This 
is the process of worldwide and continuing proletarian revolution: 
the final limit to capitalism. 

For all its apocalyptic trappings and soundings, the theory of 
general crisis posited a kind of moving equilibrium of crisis. There 
was no dynamism left in capitalism, only a crisis that would pro
gressively worsen. This fed an evolutionist (and economist) polit
ical strategy; the forces for revolution would gradually accumulate 
against the backdrop of a static environment, the general crisis. The 
system would break down and the working class would more or 
less ''step into the breach." Thus the question of leaps in the objec
tive situation, including unexpected political jolts, was negated. 
Thus the importance of all-around revolutionary work and the role 
of revolutionary political consciousness were denigrated. And thus 
the disorientation when the economic collapse did not materialize. 
Let us return to Soviet political economy in the immediate post
World War 2 period. 

'' Grundrisse, p. 410. 
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FIGURE 3.2 
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•Since this graph is calibrated in current dollars and the graph in Fig~re 2.2 is calibrated in 
constant dollars, neither the dollar figures nor the growth rates are directly comparable be-

tween the two graphs. 

S · us State Department The Trade Debate (Washington: GPO, January, 1979), P· 6 ource. . . ' 

Each time the cycle in the imperialist cou~tries,_ ~specially the 
United States, turned downward, official Soviet political economy 
was quick to pronounce this the beginning of the end, the onset ~fa 
real and 1 'final'' crisis of overproduction. And, of course, each time 
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the cycle resumed an upward climb, the same economists spouting 
this conventional wisdom would make a self-criticism, explaining 
why, after all, the previous recession had not been the ''real'' crisis, 
but how the next one surely would be. Which brings us back to 
Stalin's views, cited at the end of Chapter 2, on the postwar period. 
Capitalism, he argued, would grow less rapidly than before since a 
large portion of the world now formed part of the socialist world 
market; hence, the opportunities for sale must deteriorate and in
dustry stagnate. The picture that emerged from his postwar pro
nouncements was that of a world imperialist system closing in on 
itself. 

In keeping with the Comintern problematic, Stalin regarded 
capital expansion only in extensive terms, i.e., new markets and 
territories. He overlooked the ability of the capitalists to more 
thoroughly, that is, more intensively, exploit existing markets 
through the further development of capitalism in the colonies, for 
instance, and the further restructuring of capital in the advanced 
countries. The fact of the matter was that the imperialist bloc 
headed by the U.S. could expand trade well beyond previous 
levels, even though this was within a geographically smaller part of 
the world than it had controlled before the war. Capitalism's ability 
to do this hinges on the wholesale reorganization of the imperialist 
world within which these territories and markets reside, precisely 
what war serves to accomplish. As for the overall growth of world 
trade, a possibility Stalin effectively denied, see Figure 3.2. 

Stalin was in part waging a rearguard struggle against those 
political economists (among whom now numbered none other than 
Varga) who were arguing that the capitalist countries could 
manipulate and stimulate demand through the right mix of state ex
penditure and planning, and thus ameliorate crisis indefinitely. 
This was a new wrinkle, but, in a very significant sense, a logical 
continuation of the general crisis formulation. Confronted by the 
reality of post-World War 2 capitalist growth, economists like Varga 
could only explain the situation by turning to an ''external'' agent, 
like state planning. This was facilitated as well by their developing 
view of socialism as the combination of technical progress and a 
state plan. Hence, the roots of ''peaceful competition," ''peaceful 
transition,'' and other revisionist theories of the 1950s and 1960s. 32 

32 On Varga's theoretical ambivalence towards the New Deal and his postwar 
prognostications, see Day, "Crisis" and "Crash," Chap. 8. Varga's fusion of general 
crisis theory with the tenets of Khrushchevite revisionism can be found in his last 
major work, Twentieth-Century Capitalism (1964. Reprint. New York: Arno Press, 
1972). 
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Just as in the case of the struggle he waged in t?e ~ate 1920s 
against the rightists, who had sugge~ted that capitalism co~l.d 
tabilize itself - a struggle out of which came the general crisis 

:heory - Stalin was again countering revisionist formulations with 
·ncorrect methodology and theory, with indeed the same incorrect 
~ethodology and theory that he had held twenty-five yea:s e~rlier. 
Only in the late 1920s the imperialist system w~s entering into a 
deep crisis which, on the surface, seemed to. confi~m. the theory, or 
at least lent it credence. Now, however, the imperialist system was 
at the starting point of a whole new wave of .expansion. . . 

General crisis theory could neither explain the underpinnings 
and parameters of that expansion nor refute the claims of those po
litical economists intoxicated by the seeming ''success'' of capital
ism. Its methodological weaknesses stood out the more as the fl~od
gates opened to all variety of revisionist j~nk: n~tio~s of a capi.tal
ism more responsive to social need; obsessions with technological 
revolutions''; fascination with state intervention; and arguments 
that imperialist states could peacefully coe.xist wit~ each other and 
with socialism. Either imperialism faced impending collapse and 
war or it had become something more benign and rational: such a 
debate could not comprehend the dialectics of the new situation, 
because its protagonists could not comprehend the .dialec~ics ?f the 
epoch. With the triumph of revisionism in .the Soviet Union in .the 
mid-1950s, a theory marred by economism and Eur~centri.s~ 
underwent a qualitative transformati.on. With .a ~elf-ser7'ing fluidi
ty of formulation, a now wholly social-c~auvinist vers~on of.ge.n
eral crisis has been pressed into the service of a new imperialist 
class. . 

U.S. military and political dominance fostered the reorga~iza-
tion of the structure of imperialist power (principally on the basis of 
counterrevolutionary imperialist unity). This created a new frame
work for the conflict among capitals and made possible, based on 
the settlement of the war - and, in particular, the more thorough 
penetration of U.S. capital into the colonies this facilitated-: a rela
tively long period of expansion. This process of restructuring was 
accomplished chiefly through the political reorganization of the 
world and the concomitant possibilities this opened up for t~e ex
port of capital. Widespread areas of the world were drawn into a 
new imperialist network of relations headed by the U.S. The global 
structure of capital was recast. How the world econ?my was reor
ganized and the U .S.-led bloc forged and ho~ th~ ex1s~e11:ce of a ~o
cialist camp which would later emerge as a rival imperialist. bloc in
fluenced that process is the subject of the next volume of this work. 
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