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INTRODUCTION.

The first pa.rt of‘ th:.e -article attempts 4o m:mmm'ise gome -‘bagic fa.o-l;s about “4he
devélopment of the capitalist world economy. The _seoond part oriticises the maip-
gtream of post-war Marxist thinking on imperlalism in the 1:.ght of ‘those factsst.

- argues that vulgarised forms-of the theory of permanent revolution have been-
strengthened in the Trotskyist movemeni by the influence of that ma.inatream; and
deals with some thecretical issues to do wrhh reoent con‘trovers:.es 1n the WSLe

Facts and theory are not, of oourse,. separate. The questmns I asked in doing
work for pe:rt 14 ‘and the way I present -the anawers, were 1nf1uenced by the theore=
tical views in part 2% conversely, those views are based on the facts as I undm'-
stand them. :

However, ‘in part 1 I have not ‘confined myself 40 the faota J.medj.ately

relevant to the arguments in par‘b 2. ‘I ‘have tried, to “the best of my a‘b:tlrby, %o
give a rounded pictures

The work for this a.rt:.ole has of necesmty been done mostly in od.d hours
senatched here and thére - not the best oondi‘tions for such worke I hope comradas
will bear with faults arising from thise In particular, some of the figures given
in part. 1 are more ouiwof-date than they should be, being from the early '70s or
-@ven 1a.1;e '60s. T have tried t0 ensure that th:Ls ppens only where there is good

reason t0 :suppose -that 'bhe broad born pre ha :
to 15 years, ped = 9”10“? °hémged over the last 1V

I w;sh t0 tbank comradas Ellis and 'Ih'a.ven for dlscussion

8 on the draft of this
artml::—:; com-a.de Dupont for d:.sousszons on lenin's "Development of Capitalism in
Russia", on permanent revolution, and on South Africaj comrade Carolan for many of -

the ideas ih part 2; comrades Ghristel and Ma.guire
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PART I: SOME FACTS

A. INBQUALITY

According to the World Bank, about 780 million of the 2800 willion people in
the capitalist world live in "absclute poverty". And military spending
world-wide totals almost twice the aggregate income of the poor countries
where half the population of the world lives.

Some‘rich and poor countries

Country " GNP per head . Adult iiteracg‘ . Infant mortality
Us 11,360 99 13
Japan 2,890 99 7
France ‘ 11,730 a 99 - ‘ o 10
Britain 7,920 99 12
Spain 5,400 - 90 11
Argentina - 24390 g3 . 45
Portugal 2,370 ' 71 35
Mexico 2,090 _ 81 56
Brazil 2,50 | 76 77
Egypt 580 TR 103
India 240 3% 123
Zaire - 220 58 112
Bangladesh 130 26 136

Infant mortality is the number per 1UJO of babies dying before the age of

-1 (1980). Adult literacy is the percent.ge of people over #5 able to read

and write (about 1977~ except Spain and Portugal, tigures for 1970 from
World View 1983). GNP per head - US dollars 1980. ‘'This figure is pretty.

unreliable because of:

a) dubious elements in the concept of GNP itself,
. b) unreliability of national statistics,

¢} activities not entering the statistios, such as subslstence
agriculture and the 'underground' economy. World View 83 estimates
.the latter as 20%, maybe up to 50%, of economic activity in LDCs.

d) errors in international collation of statxstics, :

e) the use of official exchange rates to convert figures in national
currencles into dollars. ‘ , .

It seems to be generally reckoned that the overall direction of these
inaccuracies is to exaggerate the differences between rich and poor countries
(W82 gives a table indicating that the income gap between the US and
Indonesia is really about 10:1, whereas GNP per head figure would indicate
25:1). But there can be no doubt that the differences are huge.

The aggregate figures conceal inequality within nations. Jélter Rodney
points out: "Not long ago" (he was writing in 1972}, "60% of the internal
revenue of Dahomey went.into paying saleries of civil servants and govern-
ment leaders. The salaries given to the elected politlcians are higher than
that given to a British Member of Parliament" (p.27). Even the poorest
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countries include small minorities enjoying great wezlth; and in the US there
are currently estimated to be about two million people destitute, living
on the streets. Furtado (p.90) estimates that the top 5% in Chile, Mexico
or Venezuela have the same income as the top 5% in Norway; but the bottom
20% have half the income of the bottom 20% in Norway, and the middle 60%
little more than a third of the income of their counterparts in Norway.

B. GRO«TH

The average GNP per head in the rich capitalist countries exceeds the
average in 'low-income' capitalist countries other than India - I.E.,
principally, Pakistan, Bangladesh, and black Africa - by 67:1. The
comparable figure for 1955 was 36:1. With all due qualifications for the
unreliability of GNP per head figures, it seems that the gap is increasing.

Long term trends in national income per head

Agzﬁzza o?sUg Asia o?sUi Us

1900 230 17% 90 6 1360
1913 240 16% 110 7% 1580
1929 280 16% 115 6% 1840
1952-4 390 14% 110 e 2850
1960 380 12% 130 b . 3350
1970 5J0 12% 150 Ly La70

(Flrst table Bairoch p.191: figures in US dollars of 1970,
pre-1954 figures not strictly comparable with post=1954., Second table
World Bank: figures in US dollars of 1980)

Middle . A8 % . As %. Other - As % Us

_income' of US India cf US low income of US.
1955 . ws0 - 8% 170 2% 140 2% 7030
1980 2650 14% 26y 2% 190 - 2% 11560

Bairoch reckons that the overall" plcture may even be worse than it seems,
because LDCs statist:cs‘tend to overestlmate growth rates (p.185-6).

However, though the idea of a growing 'gap’ between ACCs and LDCs is true,
it is also partly misleadlng.

a} The ' gap' between the most advanced LDCs and the ACCs is’ debréés1gg
what is 1ncrea81ng is the gap between the most advanced and the poorest
LDCB.'

In 1%651the gap between the USA.and Mexico wds 73:1, and between
Mexico and Chad or Ethiopia, 7:1. In 1981 the US-Mexico gap is 5%:1,
. the Mexico-Chad/Ethiopia gap, 20:1. (Figures for GNP per head from
OEA for 1965,W83 for 1981).

b)' There is no gulf between the more advanced LDCs and the poorer ACCs,
Mexico is pretty much on a level with - if anything, slightly better
off than - the poorest West European country, Portugal. Japan, wh1ch
now ranks high among the ACCs, had until the late 19508 a smaller nat-
ional income per head than Mexico.
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¢) Since World War 2 ‘the economics of the LDCs have been growing very
fast, by comparison with previous capitalist development. The gap
has increased because the ACCs have grown even faster.

Rates of growth of manufacturing industry (Bairoch p.67_ ., World Bank)

_ , 1950-6M 1960~70 1970-80 -
IDCs: manufacturing output 6.9 3 5.0 I/3,6 LI/ 5.4 MI
ditto per head : b 366 2.9 I/1.0 LI/ 3.0 MI
(..I=India, LI= other 'low inoome', MI= 'middle income?)w* :
ACCs: manufacturing output S0 5.6 . 3.2
ditto per head o 3.8 bt 244

_ 1800/4-1850/4 1850/4-1900/4
Britain: manufacturing output 3.6 2.2
ditto per head - ' 2.2 Tl

Industry generally has grown as fast or faster than manufacturing
industry. Agriculture in the LDCs has not grown so fast: and this has
been part of a situation of terrible suffering in the LDCs.

But the 1LDCs are not caught in some sort of time-warp. Latin America
now is at a level of capitalist development roughly comparable to Western
Burope in the first half of this century (by some indicators, such as
education, it compares with levels not reachied in Western Europe until
after World wWar 2; by others, such as the development of manufacturing
industry, it is comparable to France, for example, before World War 1.
See Bairoch).w : . .

C. AGRICULTYURE AND HUNGER

Growth of food production per head, average % pe.a.

1960-70 . 1970-80
Africa . 0 - 1
Middle East Oa1 8.2
Latin America 0.1 0.6

South Asia _ SRR ¢ P U g 0.0 -

This lack of growth has existed since 1534 at least (Bairoch p.17).
Mepanwhile enough cereals are fed to’ animals in the richer countries to
feed 2% billion people. In the transformation from cergal to meat, at
least 70% of the calories and nrote;n content = i.e. enough to feed 1. 8
bllllon people - is lost. :

Agricultural productzv;ty in LDCs is very low.  Bairoch constructs an
index of agricultural productivity, measuring calories produced per man

hour with certain adjustmente. (see'over)

*This does not mean that Latln fmerica is at the same point on the same
path of ocapitalist development as Western Europe was in the early 20th C.
It ise at a different point on a different path + The p01nt is that it is
not static,

** The 'hlghplncome 0il exporters' are mot included 88 LICs by the World Bauk.
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Index of Agricultural Productivity (Bairoch p.38-40)

1968-72: per man hour

us 330.0 US 1840 21.5

France 100.0 - Britain 1810 14,0

Argentina 86.9 France 1810 7.0

Brazil 12.9

Mexico 6.8 : ‘ :
Moroceco . If it. were not for the .very rapid

6.5

Nigeria 34 growth of populatién in the 1DCs -
Zaire 5.9 about 23% per year - the squeeze
Egypt 5.7 imposed by agricultural stagnation
India 369 .would no doubt be less severe. The
Pakistan L2 World Bank claims that there is.

some growth of output per that there
is some growth of output per hectare.

But world hunger is not due to natural
reasons.

Susan George's book "How the Other Half Dies" is a vigorous "de-bunking
effort" (her own words) on this issue. Some p01nts

a) The ACCs - whlch are also the world's leadlng agrlcultural producers
and exnorters: the US accounts for 19% of world exports and the EEC
excluding Greece for 12% (1980 figures) - produce vast surpluses, and
could well produce stlll mere.

b) There are big areas of arable land still uncultivated -~ the World
Bank says estimates range from 500 million to 1.4 million hectacres, in
addition to the 820 million now in use.

¢) Since world War 2 agricultural productivity has expanded faster
than manufacturing productivity in the ACCs. Social, not natural, ob-
stacles stand in the way of a similar expansion in the LDCs.

d) China - probably the only country in the wbrld which has arrived at
the limit of its arable land - has had a rapid expansion of agricultural
productivity. - :

Thus, characteristic of the LDCs, and central to the fact that in a
period of tremendous technical advance and unprecedented abundance on a
world scale, the lives of hundreds of millions are still dominated by
hunger and ill-nourishment, are vast hinterlands of backward agri-
culture.

The most 'advanced' LDCs.have areas &f terrible poverty’in the
countrysidezand on the outskirbs of the towhs. Of the states for which
the World Bank gives figures, Venezuela, Mexico, Brazil, Panama and Peru
have the most unequal income distribution. In Mexico the. inequality.has
been increasing since 1958. Such figures are not very reliable, but
other evidence points in the same direction. -Andre Gunder Frank bases
himself on official Brazilian statistics to claim that in that country,
56% of the population are "absolutely marginalised" and 75% "“relatively -
marginalised". In Mexico, he says, 96% of the pre~school population
suffers from malnutrition. Celso Furtado writea: "With the exception of
Argentina, Uruguay and Cuba, in all the Latin American countries there
‘are sizeable proportions of the population (between 20 and 40 per cent
of the total) wheose living conditions are determined by the level of pro-
ductivity in the so-called 'primitive' sector..." (p.88).
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Peasants with tiny plots, landless agricultural labourers, and town~-
dwellers living from petty trade, casual employment, prostitutuion
petty theft,etc. are the people who make up this mass of poverty.

Practically no LDCs have any system of state benefits for the unem-
ployed. Unemployment figures are therefore dubious. In any case,
unemployed people have no choice but to find someone (another member

of their family,usually) to support them, to beg, to get odd jobs, to
survive by crime -~ or to starve. The Financial Times (7.9.82) quotes
figures from the UN ECLA for the percentages in various Latin American
countries of employees "in domestic or marginal employment". The per- -
centages vary from 56% in Peru through 45% in Brazil and 40% in Mexico
to 27% in Uruguay.

Regional variations are huge in many IDCs, In the north-east of
Brazil average per capita income is less than one-third of the average
for the rest of Brazil: it is about the same as the average for the
Philippines or Morocce. If India's states are divided into three
groups, richer, poorer, and middling, the average income per head of
the 'richer' group is twice that of the 'poorer'.

D, THE AGRICULTURAL ECONOMY

The size of the mass of poverty, and its distance from or closeness to
absolute destitution and starvation and starvation, vary from country

to country. But its existeunce, on a much larger scale than in the aCCs,
is a constant. Beneath this constant is a great variety of relations on
the land. In Latin America, over 5J% of the land is in units over 500
hectacres. [Iven in countries like Mexico where there have been fairly
radical land reforms, ownership is concentrated: 45% of agricultural
output, by value, came from private units of more than 5 hecta res,
while 15% of the population employed in agriculture worked on small
private units of less than 5 hecta res and 65% in ejidos (R.Bartra: 197u
figures).

In Asia and Africa, by contrast, about 50% of land is in units less
than 5 hecta res. But even there a big proportion of the agrarian
population is landless, or has tiny unviable plots.

The agrlculture is generally backward, but it is not a separate

sphere, isclated from capitalist development in the rest of the economy.
Frank has argues this in detail for Chile and Brazil. In India 25% of
rural household income comes from non-agricultural activities, and
around 40% of income for the poorer 50% of housekolds.

E., THE DEVELOPMENYT OF CAPITALISM

Writing before World War 1, Rosa Luxemburg argued that the essence of
imperialism was the relation between capitalist and non-capitalist
economies. In the polemic that followed, no-one questioned her assump-
tion that the LDCs were largely pre-capitalist.

Today the scene is completely changed. While most IDCs have pre-capitalist
residues in their societies, and there is argument about their 31ze and
definition, they are indisputably capitalist societies.

From Bairoch's figures (p.86) all but a very few LIXs are "more industrialised"
(insofar as a comparison is possible) than Russia in 190C.

The capitalist developuent has been extremely uneven. A few LDCs have
become sizeable manufacturing centres and have begun to export manu-
factured goocds on a large scale, Most have shown a fairly rapid growth
of manufacturing, though in some cases from very low lvels. Heavy
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industry, according to Bairoch, has grown faster than light industry.
A number of countries,however, mostly in Africa, have suffered an
actual decline in value added in manufacturing over the '70s.

Major exporters of manufactiured goods, 1979

Exports ($1979) Value added in manuf.(g1979)
197¢C 1979 Growth 1970-9

South Korea 13,299 2,346 9,955 32U
Hong Kong 10,804 1,620 3,596 122%
Singapore 7,372 827 2,080 151%
Brazil 5,876 17,852 40,327 126%
South Africa 5,166 Ned.

India 3,729 10,202 15,595 53%%
Israel 3,654 N.a.

Mexico 3,389 13,801 23,429 69%
Malaysia - 1,966 946 2,597 175%
Argentina 1,888 T9,174% 11,192 22%
Philippines 1,596 - 2,816 5,339 90%

{NB. Figures for Hong Kong especially are boosted by re-ecxports)

Other major manufacturing centres,1979; wvalue added
in manufacturing

Turkey 6386 Egypt 3597

Venezuela 5491 Colombia 3217
Thailand 4154 Nigeria 2890
Indonesia 4136 nlgeria 2538
Peru 3830 Pakistan 2056 (g million 1975)

LDCgs which suffered a decline in value-~added 1n
manufacturing between 1970 and 1979

Zaire, Chad, Somalia, Mozambique, Uganda, Jamaica.

Bairoch (p.176) gives estimates for the proportion of machinery and
transport equipment which various LDCs had to import in 1968-70 or
thereabouts: five can be identified which imported less than 50% of
their equipment.

These are:
Argentina (21%), India (26%), Chile (&%), Jamaica (39%), Mexico(44%).

But this expansion of LDCs manufacturing has flowered especially in

the 1970s. 1DCs' share of the manufactured imports of ACCs went up from
7% in 197@ to 13% in 198Js iccording to Bairoch the expansion bagan :
in 1962: between 1962 and 1970 LDCa' manufactured exports increased at
1.5% per year in current prices (p.99).

From the table above jit can be seen that the major manufacturing LDCs
in the 1970s all (bary¥PRrina) exceeded the average rate of indust-
rial growth typical of LDCs since about 1960, i.e. about 6% per year,
and far exceeded the US growth rate of about 3% per year.

The overall history of capitalist development in the LDCs seems to have
had the following stages:

a) Industry before World War 1 was mostly confined to mining and
plantations, employing tiny workforces in proportion to the total, and
infrastructure (e.g. the railways in India). On the plantations,
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relations of exploitation often were (and often still are: see Frank)
semi-feudals Only in Mexico and Argentina was there a sizeable
'spin-off' from'this export-orientated industry in terms of general
industrial development. Both of these countries had massive inputs
of foreign capital. : S - -

In Argentina, and also in Uruguay, agriculture was capitalist from the
start: this bracketed them with Australia and Canada, the other settler
states, rather than with the majority of the IDCs. In Argentina there
was a major“growth of amall- industrial firms owned by immigrants (see
Cornblit).

Barratt Brown gives the follow1ng iigures for direction of capltal
investment in this period (p.190,p.168-9). -

Britain 1860-70 Dominions 12, India 21, other Empire .3, Latin
' America (presumably mainly Argentina, Brazil)
10.5, USA 27, Burcpe 25, others 1.5

Britain 1881-1890 Dominions 29, India 15, other Empire 3, Latin
America 20, US4 22, Furpoe 42, others 9

Britain 19111913 Dominions 30, India 10.5, other Empire 5.5, Latin
america 22, USA 19, Europe 6, others 7

France 1890s Burope 39, Russia and Turkey 32 :
19108 Europe 29, Russia and Turkey 22, colonies 10

In other words, investment went mostly to a fairly small number of
countries: the greater part to other advanced countries, the bulk of the
rest to those LDCs which were going throush some capitalist development.

b) After world War 1, according to Barratt Brown, French investments
were reorientated to French colonies and US investment in Latin america
increased. (That investment to other countries was small in relation to~
the total of the great powers does not mean, of course, that 1ts effect
was not often devastating for the country invested 1n). - .

But the major turning point was-1929.~ After the Great Crash the foreign
investment of the great powers and their imports declined drastically. -
The following table (from Kindleberger, p.191) indicates the percentage
decline in exports suffered by various countries between 1928-9 and:
1932-3. : '

Percentage decline - Countries

Over 80 - - . -Chile : L
70-¢b 8¢ - _China, Bolivia,’ Cuba, Malaya, Peru,, EL Salvador
€0 to 70 . Argentina, Netherlands Indies (Indonesla),

Indla, Mexlco, Br3211, Egypt.

Turkey and Venezuela were comparatlvely well—off, with only 30 to #5%
decline in exports, Prices of primary products also crashed. .

But this crash alsc led, in those LDCs sufficiently developed to a growth
- of industrialisation in the form of 'import substitution’. Industrles
developed which manufactured the goods whith could no longer be 1mported
because there were not sufficient exports to pay for them.

'Import substitution' continued in Werd dar 2. The polltlcal reflect1on
of this in the '30s and '40s was the various nationalist programmes of
Cardenas (Mexico), Vargas (Brazil), Peron (Argentlna), etc.
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By 1§50, accdrding to Bairoch (p.79), the following countries had appreciable
proportions of the male working population in manufacturing induscry:

irgentina 20.% (1947)
Chile S 17.1% (1952)
‘Mexico 10.% (1930: but industrial’ output had
: : increased 171% between 1929
o S and 1947.- Furtado p.112) -
Syria 9.9% (1950)
Venezuela . 9.8%  (1950)
India : 8.2% (1951)

c) 'The 1950s and '60s, this peached the poxnt of "generating autonomous
finance capital in (countries such as Brazil and Iran), active not only
internally but evén internationally, with a certain degree of independence
from Western imperialism, however close its polit1cal and military aasoc-
1at10n with it' (Mandel).

]

Meanwhlle, a number of’ other states had reached the point that over 25k
of their labour force was in industry:

By 19603 ° Turkey; Jordan, Jamaica, Uruguay

By 1980: Iraq, Lebanon; Algeria, Tunisia, Congo (People's Republlc).
. South Korea.

e) The questlon of capitalist development in the LDCs is often dis-
cussed in terms of 'take-off'. The analogy with aeroplanes is presumably
meant to convey the idea of a short sharp rise from one continuing level
to -anoth. ' This seems misleading. -Industrial devclopment is general in the
LOGe :(with identifiable exceptions). Rapid growth is mot confined to
countries in the early- stages of industrialisation, but exists mostly in
more developed LDCs and in aCCs (e.g. Japan, West Germany). If 'take-off!
means a level of development similar to West Buropean countries at the time
of their industrial revolutions, then most LDCs (so far as the compariscn
is possible) bave already taken off. The problem is that this 'take-off!

does not abolish the horrors of ‘underdevelopment'. It may even increase
them. ’

£) Lacking from the above is consideration of the development of

capitalism in agriculture in the LDCs. This issue is extremely complicated
both theoretiocally and empirically. It is clear that capitalist tendencies in
LDC agrioulture have increased, and especially so since the Green Revolution
(the introduétiocn’ of higher~yielding strains of wheat, rice, etc.) But clear—
cut capitalist farms, employing wage-labour and regularly transforming methods
of production through acpumilation of capital, are still a relatively small part
of agrioculture in almost all LICe. Clear—out feudal or ‘Asiatio' relations arse
even rarer. Hybrid or transitional forms are often dominant,

These inolude: small independent producers whose activity is dominated by the
merchante to whom they sell; shareoroppers; 'debt peons' who formally have free
oommerocial éontracis but in fact are tied by never—paid—off debts to merchants,
- moneylénders, and/br landlords, There is much theoretical debate about thé
charaoterisation of such forms.

Semir Amin (wrltlng in the mid-'70e: CGR) states:

“In the next stage ‘the pressures of urban ocapitalism. led to great ohanges
in the rural world. In Latin 4mericay, in the Arab countries of the Middle
East, and in isia, the era of agrarian reforms began. More or less radioal,
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-manufacturing industry,

Ba. s

these changes became generalimed after the Second World War, with indepegdenoe
in India, with the wave of petty-bourgecis nationalism in the Arab world.in
the fifties, with the populist movement and especially that of desarrollismo
[ 'developmentiam']'in Latin America, also in the fifties, These reforms, in
bringing to an end the former class alliances between foreign capital and the
big landownera, réplaced them with the new triple alliance between foreign
ogpital, the looal urban bovrgeoisie (private and/or atate), and the kulaks
rich peasants;7l They formed the sccial basis of the green revoluiion whioh
followed".[ih the late '60s and early '70s / (p.68) -

In sub~Saharan Afrioa, he argues, the development was different. The colonial
system was characterised by small producers selling to, buying from, and dominated
by colonial trading firme. Despite low productivity, this system ylelded profits
to merchant capital because of the low income and hargh labour of the peasants.¥

The peasants were formally owners of the means of .production; in fact, Amin argues,
because their labour was under alien oontrol, and because they received no rent. or
return on oapital, they were 'semi-proletarians?, something like home-workers in

Independence "hfought no ohanges... The new Afripan governmenf fulfills the same
funotions as ‘the former colonial administration", (p.70)

- But, Amin argues, this primitive form of exploitation ig being replaced (in some
areas, at least) by oapitalist farming -« leaving vast numbers of the rural population

tsurplust, _

"Thus African agrioulture and stockfarming, boosted by the green revolution,

- will ocontribute to feeding the Buropeans, while the local population will be
asked 1o emigrate or *disappearf." - (peT2)

Goodman and Redolift agree that there is a shift "From Peasant to Proletarian",

as the title of their book (published 1981) puts ite They show how state oredit

for agriculture in Brazil is directed overwhelmingly towards rich farmers and
landowners, thus promoting capitalist farming (by converting big landlords into

big capitalist farmers) amd proletarianising small peasants, But they are much

less sweeping in their eonclusions than Amin, arguing that hybrid, semi-proletarian,
'transitional"forms can ocontinue for a very long time under ocapitaliam,

* Referring forward for a moment to an argument in part 2 (page 25): both the
small producer/bolonial trading firm set-up and the foreign oapital/iocal land-

~ lords alliance mean a 'drain of surplus' from colony to metropolis. Yet here ag .

elsewhere the 'drain of surplus® is not the explanstion. It is the tendency of
imperialism to sustain (and adapt to its neeaag ocertain pre~capitalist forms of

exploitation {because of itg olass alliances) that explains 'underdevelopment
and the drain of surplus here, This tendency was emphasised by Trotsky in his
theory of permanent revolution: it is also & major theme of omne strand of modern
Marxist thinking on imperialism (see survey in Brewer, ohapters 8 amnd 11),
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The scale is logarithmic. For simplicity figures are given only for s few selected years
and 3 continuous line is drawn between those years: but it is not necessarily true
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_ — France (which ranks between italy and Canada), and Belgiom, Spain, Netherlands
(which rank between Brazil and Indin). '
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 Shares in world steel output, 1960 and 1980

_ 32% (
Western Europe 28% 16%
Japm &% 1%
Africa - 06% 156%
Latin America 14% 40%
China 49% 52%
Other Asis 12% 45%
Austealla 102 11%
USSR/E Europe 25% 29%

* Percentage change in steel production 1970-80

UK —45% (1970:81); US —15%; W Germany —3%; Japan +19%; ‘

Indie +52%; Mexico +52%; Souths Africa +91%; ‘Other Africa’
(Algeris, Egypt, Tunisia, Zimbsbwe) +141%; Brazil +185%;
South Kores +1679%.

Brazil is now a bigger steel producer than Britain, and India,
South Africa, South Kores and Mexico are not 0 far behind.
(All figures in this section from British Iron and Steel Federa-
‘tion statistics). - .

E2. WORLD MARKET FACTORIES

The most dramatic aspect of the recent growth of manufactur-
ing in the LDCs has been analysed by Frobel, Heinrichs and
In & series of countries, ‘free production zones” have been
orgamised. Margaret Thatcher's “free enterpeise zones® ave 2 pale
reflection of these, In these zones — usually physically fenced

off. multinationals can use cheap labour to produce for export, -

free from taxes, duties, restrictions on imports of on remitiance
of profits, or local participation requirements. ‘World Market
Factories’ are the factories in these zones, and some others
enjoying similar conditions elsewhere, _
These zones are well described by an official South Koresn
brochure for one of them:
“The Masan Free Export Zone is a specially designed, 175
hectare, industrisl free zone where forelgn-invested firms can
-manufacture, assemble or process export products using tax
free raw rasterials and semi-finished goods, most or all of
which may be imported for the purpose. The z0ne embodies
the ideal investment climate Korea offers, along with the

most liberal incentives, the best facilities and every conven-
{anes to foreion investors

i ﬁredmobnhmpmmou.w.
D trati m:t':?pmibedbthformewwofm
opuathzoutddeﬁzemne.!n .
mmwa&mthu:mfoo%;;ub&uﬁiﬂuh |
relation to the handling o lzbour |
Noduﬁesormwmbehnyosedmmmltuhh,pm.- ‘

Export are exempted from export inspection,
few cases...
ssoeptfors vey fow s property scquiston

fvestors is gnaranteed from the first year of business opera-
tions... Lowmhboqrhabundnnt,md'wmpmvﬂﬂn
excellent sdvantage for products from the zone to compete
: mhmmm.mqwmmm,m
male and female, all with at least 2 primary education and
uﬂyuahnbk.wmbem&nmnynnmmmmd-
hgmmmmtofkbouhxomkmm_
that of labour in Hong Kong, 30% of that in Japsn, snd
mmlythe-_menﬁntin'raiwu...“

neymlmentduehpment.l?mbeletllmﬂn
m“i.zmﬂpmduﬂonhdmlmmtwmm
m,@echﬂypmducﬁonbyfordﬂ&m,dﬁmﬁt
mﬂﬂ:emiddhofthelm.!nwﬁﬂmemmld.-
market factories in operation in four countries: Hong Kong,
Tﬁm_(homofﬁe&n%dthedﬂdwﬁqm, |
mmg,&mmm:m_mmmma |
Mexico, The fizst FPZ in Colombia, Barranquills, was estab-
Yistied i the same year, In 1967 foreign firms first began to
nim'hdmuymsmpponmzww;-hlmme
free zone of Manaus in Brazil was established. In 1969 the
first of three FPZs began to operate in the Dominican Rep-
vblic. A second zone (Nantze) was put into operstion in
1970 in Taiwsn and a third followed in 1971 (Taichung).
1971 was also the year in which the first FPZ in Mauritius
"entered the world market for sites for induatrial production.
By 1971 FPZs were in operation in a total of nine coun-
tries. Between 1972 and 1976 the number of new zones
increased rapidly, During this same four year period most of
the world market factories located outside FPZs were slso
estsblished. ' , _
World market oriented industrialisation, more specifi-
cally, the indusirial utilisation of the labour force of the
developing countries for world market production which is
recorded in the figures here, became established in a matter
of & very few years, Whereas scarcely any industrial produc-
tion for the world market existed in Asis, Africa and Latin
America in the mid-1960z, by the middle of the 1970s worid
market factories were in operation in 79 FPZs in 39 coun-
tries and in many dtes outsile the zones, employing in afl
725,000 workers according to our [incomplete] statistics.
There were FPZs and WMFs outside the zones under con- .
struction in a further 12 countries...” p.316)
From the other angle — of 602 West German firvus which had
production sites abroad in 1976, only 86 had been producing

 abroad before 1955 (p.271).

Hong Kong, Singapore, sad the northern border area of Mex-
ico are special cases where the whole ares is & FPZ. Other major
centres of FPZs in the mid-*70s, with numbers of workers em-
ployed in FPZs and WMFs, were:

South Korea 112 000; Puerto Rico 97 ,000; Talwan 62 000;

Malaysis 40 000; Brazil 28,000; Haiti 25 000, ?

Tunisia 24 000; Thailand 17 000; Indonesia 11,000;

Philippines 10,000; Mauritius 10,000,

Ths Financist Times (4 2 23) receonitly gaee 3 Goure of 380




23 wockdwide ~ and 120000 workers in FPZ & |
. ores; 70,000 in Taiwan, m,owhudayﬁmd?os,&ghh
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_Fepresent
ter capitalism and the forms of the

wukh&n!n_qutuof&elﬂthm compel
labour force in FPZs and WMFs in the da e

fxies, on the 0ne hand, 10 achieve levels of productivity
huy-dmmwmmmm

Mh&h?ﬂh&u{h Kﬂu,llludyllﬂti::d,
xidents ren at 19% of the workforce per year (Framk, CITW,

m:wbﬂof&edpﬂhm&,dm,m,lm
e, snd EEC. Hong Kong, Thial, Siagipore, S Korea, Taiwanese,
Hipino snd Indiew capital are, however, found in FFZs else-
Mh&eFvEﬁ.MFmadmnmm
onstraction i Botswans for Brazilisn capital.

. SOCIAL TRENDS GENERATED BY THE DEVELOPMENT

W CAPITALISM

mortality
19560 30 1960 80
165 123 18 22

164 130 11 19 81 73
iddle 125 80 33 45 61 44
Aduit literacy is the percentage of peopls over i ame to read
ad write, Infant mortality is the number per 1000 of babies
ying before the age of 1. Urbanisstion is urben populstion s
ercentage of total populstion). '

mm“mm.&hammm
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They g0 slongside mamive superexploitstion, repression, snd
wupetisation in LDCs (see above; snd Frank, CITW p.157.229,
iocuments this in detadl). |

i. TRADE

lairoch points out that while the conntries of Western Europe,
& the easly stages of their industrialisstion, exported only 3% to
% of their output, the way the LDCs were seized zpon by the
\CCs in the 19th and 20th century made them iveversibly
sore dependent on trade, Since 1900 they have exported a pro-
wrtion of their output ranging from 135 to 20 per cent,

Sotie writers see the export-orientation of LDCs’ economies
82 major camse of their problems, So it is. We only need to add
hat sutarchic (economic-isolationist) policies create just ss
sany problems. o

. : 4%0 1
H - o - -
e eConomies . mc:adﬁedlrymsaiofm,nm
10% orless:  Very farge countries: US, Brazil, Tadha
Vary poor countriss: Bengladesh, Berma,

@mmepdhh: B-u. '

Argentina, Tarksy, S

Very po irs Ethiopia, Nepel, Somalia,
Poor countries: s b

Upper Volts, Tanzania, etc, o

Mose ACCs: W.Gennany, France, Britain, ltaly,

ofc. . : '

Big producers of il and other high-valve primary

Other LOC:: South Kores is at the top of this

. raage, other LDCs are generally neaver the
bottom of this range.

Small ACCs: Sireland 55%, Netherlands 53%,
Belgium 63%, Norway 48%, etc.
Smail-populstion oil exporters: Libys, Seudi -
Arsbia, Kawsit, UAE: averall sverage 72%.
Other primery producers: Malsysia 60%, Angols
43%, Jazoaicy S0%, fraq 63%, ete.
Entrepots: Hong Kong 111%, Singepore.
Onﬁowhdcmmm_mmmm
on trads than ACCs, and low-income LDCs less 30. But these
overall figures conceal the legacy of the fashion in which the
ACCs seized upon these countries in the 19th and early 20th

10% to 20%:

20% t> 40%:

Ovujm;

. centuries, transforming esch into a producer of oue o two pri-

mary products, provincislisiog thesn and integrating them not
with each other but with the metropoies. -

Walter Rodney writes: _
_MmaMWoﬂm.m
Cosat {Ghana] on cocoa, Dehomey [Benin] and South East
Nigeria on palm produce, Sudsm ou cotton, Tanganyiks on
sisal, and Upsnds on cotton, In Senegai snd Gembia, ground-
nuts accounted for 85% to 90% of money earnings”. (p.256)
Furtado summarises the Latin Americen economiss: Argen-
tina and Urnpuay - wheat, beef, ¢tc; Brazil - coffee; Chile —
nitrates; Venezuels (from the 1930w} — oil; Cubs — sugar; and
the ‘bamara republics’ of Central America. ' .
Arghiri Emmanne! quotes Marx (‘On the Question of Free
Trade”): ' _ o '

“We are told that free trade would creste sn international
division of lsbour, and thereby give to each country the
production which is most in hartoony with its setursl sdwen-

tages. You believe perhaps, gentiemen, that the

of coffee and sager is the natural destisty of the West Indles.

Two centuries ago, asture, which does not trouble herself

sbout commerce, had planted neither sugar-cane uer coffee
. Ecomomic development which starts with a few products can
of course diversify. California is a siviking example. And since
the 1950s, bourgecisies in the LDCs have sirhven to diveesily
their export products and to reorient their teade more to each
other than to the ACCs. Their sucoms, however, seemns to have
been lanited, : , o
* ' Bairoch sstimetes then in 1963, for the entire Third World,
56% of sll exports cossisted of goods which were the main
export for each country . “Iz most underdeveioped comatries™,
he writes, “S to 7 per cert of the working population produce

of which some 90% are exported, while the other 93 to
95% produce goods of which oaly 1% is exported” (this presum-
ably refers to his time of writing, ia the early 1970s).

‘Over the "60s and the *70s thers was s incresse in mannfac.
reduced their reliance on particular primary products. By 1980,
for example, 42% of the exports of Brazil were industriasl pro-
ducts, a3 again 9% in 1968,



Another effort by LDC bowrgeoisios has been to improve the
relative prices of their exports; and in this they had a spectacu-
lar success in the 1970k, with the ofl price rises. However, tals
Nmpm&xhldfecb.

a)FwnmlLDCﬂtmmu worsening of the terms
o _ sharp ing

b)Oi-exporﬁa.LDCamnowu:dhntuadnduxpm-
mamely ofl — a3 any country ever was, Experience over the last
yese, and the current difficuities of OPEC, show that ofl prices
could go down as weil 23 up.

Bairoch argues that the reliance of LDCs on ACCs 2
customers has not diminished (first tablo below). The Wodd
Benk figures may however indicate a shift in this respect during
the *70s, (Note thet the World Bank includes Chinm, Vietnam,
North Korea, Rmnanis, Yugoslavia, ete. as LDCs, ndodym
Mndluhﬁmpmuulhena‘mmm

sconomies’,)
Share of exports To developed To LDCy To Stalinist
from LDCs: countries states
1938 7% 2% 3%
1948 7% 29% 3%
1960 72% 2% %
1970 74% 20% %
Shase of exports To T To USSR
from: " AQCs LDCs E Europe
Middle income 1960 68 r L 7
- 1980 . o4 32 4
Indis 1960 66 27 7
- 1980 .5 30 17
Other low-nc. 1960 66 3 - 3
. .. 1980 40 4
m oi expomn {Libya, UAE, Kuwait, Seudl
Arabis): 1960 17 nfl
- 1980 . 78 _ 21 |

Of the msjor LDC exporters of manufactured goods fsted
sbove, two, Brazll and Argentina, export high proportions of
their goods to LDCs (49% and 54% respectively). These coun-
tries avidently have a conscious policy of re-directing exports t(
LDCa: the proportion of thelr total exports going to LDCs
increased between 1960 and 1980 from 13% to 28% for Brazil,
and 20% to 38% for Argentins,

Ex-colonies have definitely divarsified trade awsy from form-
¢ colondal powers, (Figures from OEA and WVS3),

Percentage share of former colonial power in LDCs’ trade

Nigeria (Britain): Impocts 47% (1955), 31% (1965), 19% (1930}
. Exports 70% {1955}, 38% (1965), less than 7%
(1981).
Algeria (France): Imports 76% {1955), 70% (1965), 26% (1981
Exports 74% (1955}, 73% (1965), 18% (1981)
hdh {Britain): Imports 31% (1938), 25% (1955), 11% (1965)
Exports 34% (1938), 28% (1955), 18% (1965)
llomeeo (Frlnec( ;Shml) 49% (1955'), 38% (1965),27%
1
Exposts 45% (1955), 44% (1965), 26% (1981)
Tunigla (France): Imports 75% (1955), 39% (19685), 28% (1981)
Exports 55% (1958), 31% (1965), 16% (1981)
Pakistan {m(l),slmpoml) 31% (1938), 28% (1955), 15%
Exports 34% (1955), 15% (1965), 13% (1981).
The sbare of the LDCs in world trade rose stesdily from
1900 to 1950 — from 16% in 1900 to 31% in 1950 — and then
declined. It was 18% in 1970. Between 1970 and 1980 it
incressed again, to 21%. But this was entirely due to the oil
ptice rises (Bairoch p.93, World Bank). .

' Page it
The reason for the turnabout in 1950 appears to be as
follows. Following the 1929 crash, the world trading system

distetegrated. Acconding to Kindleberger (p 282):

“T'rade increasingly took place bilaterally, aud to the extent

it continued to be muitilsteral, was contained within Bloc

Mmm:«mmﬁﬁoﬂhmmﬂn _

_Comymonweslth and sterling bloe In 1938, with

"51% in 1929, 2nd bougnt 55% of s imports within the blo

in the later yenr, a2 compared with 42% in the earlier year...

The most remurkable shift took place in Japan's trade with

the ‘yen bloc’ of Kores, Formom, Kwantung and Manchuris,

whete exports rose from 24 to S5 per cent between 1929

and 1938 and imposts from 20 to 41 per cent™,

After World War 2, by contrast, a new trading system
welded together under the hegemony of the USA. um
companies The EEC was oot up, and intrs-EEC trade
ross from 4 9% of world trade in 1953 to 13.9% in 1970. By
1981 43% of Britain’s exports, for example, weat to the EEC,
and 10% to the US. 4l$ofhnpmmeﬁomthc!§£c 12%
musl

Thne in the ACCy after World War 2, trade grew faster than
production. In the LDCs, by contrast, production grew faster
than trade, L.DCs were also striving to reovient excesively
export-directed sconamies.

The LDCs have becore less important as a markat for the
ACCs: a deciine In the percentage of ACCs® exports going to
LDCs is shiown by the figures both of Bairoch (31% 1948,
19% 1970) and of the World Bank (30% 1960, 28% 1980),
though the definitions used are clearly different.

H, BIG ECONOMIES AND SMALL -

The ofl price rises srgusbly reflected incressed power of primary
producess in the world market. But macst LDCs are tiny ecomo-
mic units compared to the ACCy, '

Desplte rapid increases in populstion, over SO% of the people
of the LDCs live ia commtries with snaller popuistions thaa
Japan — thst is, all except the people of Indla (673 million),
indonesia (146 milion), and Brazil (119 million).

(Japan’s popuistion is 117 million, The next biggest populs-
tions are Bangiadesh 89 million, Nigeris 85 million, Pukistsn 82
miflion).

Thus the US — and the EEC, » far more cobesive unit than
any association of LDCs ~ outpower them by sheer numbers,
sven disregarding the huge differences in productive capacity.

The foliowing table gives some picture of the relative sirzes of
the econonies:

GDP 1980 Value added in
(1980 Sbn.) (1979, in 1978 RhMian)
"EEC total 2782 483
.. 2587 448
Japan 1340 208
W.Germany 819 184
France 652 109
UK 523 60
Itely is4 n '
Canads 253 38
Braril 238 40
Spain 198 34
Netherlands 168 25
‘Mexico 167 23
142 16

The sbove are the world's 12 biggest capitalist economies,
Only seven other LDC economies have a GDP greater than §50
billion - i.e, sbout one Fiftieth of the US's. (They are Indonesia,
TMM}SM& Afyica, Venezuels, South Korea, Argentina, and



L MULTINATIONALS, FOREIGN INVESTMENT, RAW
MATERIAL SOURCES

) The growth of muitinstioneis

A distinctive feature of the post-war period is the growth

il
%z
it

Pallolx (p.81), writing in 1973 4 estimatéd that 30% of total
wold trads was transers within multinstionals.

mmdmmmmmm.m
over which sxcesds the GDP of sy LDCs but Brazil, Mexico,
and India, Xf the aix big Japanese industrial groups are comsider-
dnﬁhmmmdﬁmhmﬂmm
(FT.20.1082).

The wp 30 industria) firms — sl of which bave tursovers
bigger thanm the Gy of Ghana or Uganda or Bengladesh or
wﬁ.uwmynllwem mhudufollomms).

~ 14

Wost Germany -3

k-3

w 2

-1

Pnlu 2

Raly -2
and the national off companies of R.uwsit, Veneznels, Mexico
snd Beazll slso qualifly.

“Of the 100 lmgeat US firms in... 1967... 62kdpodnctbn

fecilitios in six or more netions... Evea more siguificantly, in

1965 31 US firme opersting internatiovaily bad over 25 per

cent of thelr seles or camnings derived from overssss -

opesstions™ (Murrey p.128).

Move rocent figures show a similar pictare for big UK firms.
Geusrsl Motoss produces cars in Australle, Beigimm, Deazil,
Chile, West Germany , Malaysia, Mexico, New Zealsnd, Philip-
pinss, Portuigal, South Africa, UK, Urugeay, Yenszusis, Zaire,
and has smocistes in Colombia, Iran, Kenya, and Korw. It aleo
owns part of two Jepsnese producens. Ford produces in Canada,
Germanty , Britain, Spain, Australia, Braxil, Mexico, Argentioa,
sad South Africa. And 50 on. (FT 19.10.82).

V) Forelgn investment

Thew muitinstionals Somimate direct foreign investmest.
This levestmenit — after dectining in the wake of 1929 — has
incosesed rapidly since Workd War 2, maily in the ACCs.

US capital: share of variows sress in direct foreign mvestment
stock Flow

——— e ohn iy m—

1929 1945 1959 1968  1960-64
Ewope 19 145 16 30 38
Camada 25 31 33 33 30
Latin Amer. 33 -39 33 17 12
Other LDC 23 155 16 0

(Baratt Brown p.208)
Wmull;::mhmmmthmm

1970
Camada 112 n2s billion dollars
Ewepe 6.7 45
Other ACC 1S 53 (locluding Sowth Africa)
Latis Am. 84 14.7 _
Other LDC 42 67 (Palloix p.68)i

In 1978 about 25% of world direct foreign
.investment stock was in LICs (Stopford pexv).

mmmdmumqmm bat the geseral

plcture they paint is the same. US foreige investment has goser-
aly domineted world foreign irvestment, though its domination

s weakening.
The following are the shares of different countries in world

Page 12
Wdilectfomﬁnm US 42% (snd falling), Britsin -
15%, Holland 8%, Japan 7% (s very rapid riss from sm inelguifi-
mt:bacinthl%}.wmﬂ others 21% (Econe-
mist 19.2.83, figures for 1980).

¢) Foreign investmant in LDCs

LDCs too receive foreign investmoent — but very umevenly.
Direct investront is concentrated in relatively few LDCs. Thoee
receiving more than §50G million new investment in 1980 were
(in order of amount received) Mexico, Brazil, Singapore, Malay-
sis, Argentina, Nigeria, Egypt. Tionncﬂvh;mﬁnsw
million in 1970 were: Brazd, Mexico, Nigeria, Malaysia, Sings-
pore. On the other hand, some LDCs — ¢ g. poorer
countries — receive no direct foreign investmest at Al

* Incressingly concentrated in manufscturing

The investment is increstingly concentrated in masnfacturing
industry. Cardoso shows that between 1929 and 1968, menufac-
turing’s share in total US divect investment in Argentine ros
from 25% to 64%, in Bzl from 24% to 69%, and In Mexico
from 1% to 68%. Sackar snd Chattopadhyay (p.116) show that
befors Wodd War 2 foreiga inmstment in Asia was overwhalm-
ingly iu mfrastructtre and extractive industries ~ loss than 10
per cent, in most countries, wes in menufacturing. The percen-
mafwmm«hmum

s follows:

1936 1967
India 30% 1%
Pakisten  29% (1960) 41%

Dreing the 1970, the overll share of masufacturing in
fmmmhmmmmum
mist 19.2.83),

* Changes in form: of investment

The methods of foreign investment have changed substantially
over the 20th century.

“In 1913, only 20% of British foreign investment was ‘direct’’
ﬁhﬁwsnﬂo&-pﬁhmmwm-
45%, and forign government bonds shout 30%" (Serkar and
Chattopadiryxy

). .

In Latia Americs, in 1914, 77% of UK investment was in the
form of rafiwzys securities and govermmnent bonds (UN). In the
iesst development countriss 2 greater proportion of lnvestment
was direct, but even there a lot was ‘portfolic investment’.

On the eve of World War 2: Malays Indle

‘Entreprenewr’ investment 372 3400* *Aversge of two

‘Rentier’ investryent 33 2100  esthmaies. Al fig-
wres in US Smili-

Rentiar’ 2s % 13% 39% jou.5/Cp.l1)

The mme was true for (majnly Duich) investinent in the
‘Duich East Indiee’ (Indonesis). 38% of investnent on the eve
of World War 2 was ‘rentier’ investinent (S/C ibid.)

After World War 2 — in fact, after 1929 — the picture chang-
sbeance of
mpﬁvﬂnapﬂ@.ﬂglﬂh“htﬁofnd
portiolio investment that charsctesisnd the 19308 has persisted.
The inflow of private capital has consisted largely of direct
investiments by US enterprises”™, reported the UN in the emly
!MAthMhmbyhhrnﬁﬁm-
paditysy. .

Another new after World War 2 was the
growth of lending thromgh intermstional institwtions sad

‘aid’ as methods of exporting capital,
mmmlmmwmmm
has become important.
According 10 the Sarkar/Chattopadhyuy book, disect invest-



' -muwmmmey mu«pmmodm -

" jes mather than beyach companies (S/C p.116). Other sources

confirm this and also point to joint entexprises between multing-

' mwmwumum

' 'mumofmm:p
Exﬁndﬂnmcwrenﬂymﬁformuﬂ»dmd -

| investment in LDCs. Of that external finance, direct private
frvestment is about lS%(Le.Mlﬁdtotdhm),
and private loanis are about 50% (1., sbout 6.5% of total).

Figures for lavestment flows in one year can be very mislesd-

o ing, becanse they can reflect only short-tesm varistions. The
' foﬂwhgﬁmfot lthmhmﬁifwM

Total Netdirect -

e 2% teem 3as%H
.. million) (sm) ofl .  loams of1
~Argeating  1S000  .T41 4A8% 1645 - 109%

- Mexieo 47000 1852 - 38% 4503 8%
Bl 62000 1568 - 26% 270 - 31% .
Egypt 7100 841  76% 0 1736 2U45%
Ivory Coast 1500 109 6% 892 465%
ndia (1970)33000 - 6 - 1841 ‘6.1%_ _
Nigeria ~ 22000 595 = 2.7% 1442 . 6T%
“Algeria - 16000 315 20 996 - 62%

In Mexico, fmﬂphmﬁmhmmmmud
‘for sbout 4.9% of total investment in 196070 (Matthies). But
{1972) the foreign companies nonetheless controlied a large’
part of the big manufacturing firms: 52% of the capital of the
300 biggest firms. (Furtado gives similar figures).

In Brazil, the state dominates industry: but, according to

) rm*(cmvps)
_ wmw«mumwma
_wmwummwm
a with nationsl and state capital — 90% in motor
vehicles, 30% in rabber, 70% in machinery, 60% in electrical
' wmmmm
, hmm,h@mﬁmfwmhﬂymmm
- move than 5% of the total capital stock, but 60% of the sajes of

the country’s l@hpﬁhduuﬂﬁmmﬁfw
businesses, (Sutcliffe, WSR2).

In Malaywia, In 19656 (which of course is only a ‘mapshot’), -

foreign capital asccounted for 26% of gross dowestic capital
{formation. But 53% of fixed sssets in mamufacturing were

foreign-owned (in 1968 — 12% out of that 53% was Singapore-
. owned). In the Phillppines, 22% of gross domaestic capital form-
lﬁnawmnudfnrhyt‘mchnapitﬂ(l%&?).&a?oof
" the 100 biggest companies were said to be foreign-owned
"+ {1965). (Serkar and Chattopadhyzy, p.52, 90, 109),
wmiumﬁom&n&:mm%
Mopdhdmyﬂddaﬁﬂyb&mudfwm.

They are also coumtries with elaborate systems of controlson -

3 fwehuphd though fess 0 in the Philippines and dnce 1976

legs 30 ingArgenting, -

. Other LDCs vy, Somhumm mhom
Sowe have no direct foreign investment at all. ‘!‘hetnndm-
tobmbmtotmkteteomhhﬂm'ﬂ.mdmm
tion in the last ten years or so (Economist 19.2.83). =

. South Korse is tn the process of relaxing sn

strict system of controls. Acmuhtadfoteipdi:utm
ment there is only $1.28 billion (Far Esst Economic Review
14.5.82).whichunhmﬂybemmthnufewpercmofthe
_In India today , state-owned corporations hold sbout 70% of

'ﬂnm:fkedindmrhlmmmnomktsd.sa).l?mm

mhawmﬂm

“between spparently similar concepts

(BEQB March 1980 — figures
" of Industry’s estimate (for 1979) is that foreign-owned firms

- reported for Argentina

relatively well-

Page 13
mhwﬁ:uuforfudpmammm.md

- the high figures for the foreign stake in industry in the more

developed LDCs, seem to clash; Inscenracies, and discrepancies -
ped awww -
stock’, can be emormous here, Mﬁemmﬁmm ,

"~ beboth accurate, and compatibls.

Consider the following picture:
Manufacturing as % of GDP ~ 20 to 30% .
Big mapufacturing firms ss % of wanufecturing output - 30ta
40% (based on Corrad[s figures for Argentina)
Hgmnm&mniofmm aboutleﬁ

firms a3 % of capitsl — ssy 20%

Big manufactering _
- %dwdhmmnqﬂedfmfaﬁnuﬁﬂmmdw

the big manufacturing fiems — say 10%.
Now, modhgwmm.w&mhm

: MmemdMupﬁdﬁmm

tent grants, loans from local banks, etc, Thas 5% of total

Mwh“mmwhwm
firms.

h'Fm-enm;mi»n mmawmmn‘md

industrisl ontput in the UK is produced by foeeign-owned firms

apply to 1975). The Department .

MMofmwmndmtfuMﬁ
mayiuloxpn&wt(ﬂ'uBB) :

canwbwtm rfmnlt

hﬁeedhymofmmwuy netdyhdfﬂumﬁl _
capital invested in Mexico is ssid to have beent US-owned (Hodg-
s and Gandy, p.86). Skmilar shares of foreign ownership are
{(Suatcliffe) and Russia (Lomax). =

In Indin before Warld War 2, foveign capital, as well as
domivating the economic nfrastructure, siso held & control- -
mmhaummmm-ﬂm

%mm&ymdem)
manufacturihg

Jute 83% (1937]
Woelloa milis 70% [1944]
Dockyards - 92% [1944]
Poper _ 45% (1944}
_Leather | 96% [1944]
- Engindering 93% {1937)

[SICPJ&Z’?)'
thuWWodqu?,m of industry was Jap-

mwcpaxmmnmm

In Egypt, in 1914, of all the paid-up capitsl and debentures

of companies operating there, 92% was beld by foreign intesests

. (Issawi p.70). Throughout the Middle East and North Africs,
_“Europesns held sll the commanding heights of the ecopomy

except for landownership....” (ibid. p9) _
"From all accounts, lvnll dmumhlpmm- :
cumhrhvmhday . ,

¢ ﬂaiomliatlam

Nm' 'MdMMIﬁ. B
Infrastrocture — muhlphumudane&

]IIB-

imperialist regimes. -
MMI,M)M.UNMH&MM
'-Ommemmm{u 1965-78], mmm.mﬂ ;

' pmmtpuﬁe!paﬂonhﬂdeh
“ties has been undertaken... State trading is carried out
* through... marketing bossds, purchasing agencies, food sgen.

" cles and import o export offices... In many instances, coun-

thlhnmﬂedtomﬁonﬂlhﬂonafmmﬂmpm-
duction facilities...”
. “Anmmm m&emouobvhﬂyw




such ‘ss Nigeria, Zaire, Ivory Coast and Senegal, have very
large prblic sectors which are getting larger in every case... all
over Africa, ﬁemhubmthemjotu&nna&nu
_he only owner of industry...”

mmclnucudnm

ofthenpmprhtmmlmnbmln raw materisls,
, power and telecommunications... The bankiog
MWMMmMMfaM..
: Ahhmmnthmmﬁctm:amhmdym
-nmoimhlﬁm

 Andhe adda:

' “khhummhwﬁd“m
measures are taken by left-wing regimes... Both left-
Mﬁzw-mwtmmlh-
owned entorprises...” (9.175-6) o

e gives & run-down of major nationalieations fu selectod

Mexics 1938 Ol and landholdings
‘ . 1960 US and Casadiian power
I 1961 ) US mining ea-p-nln -
' Late 1960s  US eniphur companies
| “baaks ITT; USradio/TV;
W.R.Grace sugar; land-
Chile - After 1970 Copper (w buﬂlnmhd
' Mhbul.ﬂulv
share In 1967-9);!-«19-
. ‘owned hanks; nlirates;
S SR tl;l‘m(smbﬂhg_ﬂuh
Gayama 1971 Alean (bamxite)
Tansania  1967-73  Banks and slsal;
T  tioms; all large bulldings
Zambia - 196971 - Copper, inszrance, mest
by 1974 Oflcompamies
Egypt 1956 SoezxCamal _
Indonesia 1958 f
- Emiy 19608 Almost all sther foreiga
mm i . Iopesty, maialy UK
Seilanka 1962 Oll companies
- Seme of these took with Btde couffict. With others
: Mulmwl lndmthﬂ,qulﬂl, :

Peru after 1963, otc) there were serious conflicts over the
naiiosalisstion or over the compensation olfered.
mmmmuhmmwmm
Africa. In that region direct imperialiat controls over countries
which were not actually colonies were extensive. Turkey is an
example. Commercial treaties — from the Anglo-Terkish Com-
" meycisl Convention of 1838 — restricted its ability to levy
tariffs, Large chunks of government revenue were directly
under the control of the Public Debt Administration, a body

{set up in 1881) under the controd of the Great Powers. There

" were also

“the mmmwmm

(ank pJSl-z, p.268"

‘ Mnﬂhwﬂ’slwmby

‘capitulations’, _
mmmmmmmnmm ,

_ PmM
" itorial [is. theymnotmbjoetthem]
and tmmunity from local taxes” (p.13-14). -
' burg’s mmmdm very
mmmwwuwa
Turkey in this period.

Naﬁom'mpmohmwhudnnm
sbolition of these direct controls, mdthuub.timﬁuotdﬁuh
ant forms of imperialist domination.

Turkey sbolished the ‘capitulations’ lnlDM hdtbmuin- ‘
paodbyhnpuhkhtumﬁonatﬂuendoﬁ%ﬁdﬂnl and
Mdﬁlmwhhﬁenhlm Between then and 1937

¥ were slso abolished in other countries. In the
mwmmmmw In Turkey the
public utilities were taken over by the state in the 1920sand
30
. With the winning of (Inq!93£.£uptl936,
Lebanon 1944, Syris 1945, Jordan 1946, Libya 1951, Tunisia

- 1958, Marocco 1956, Algeria 1962), and the nationalist revolu-

ﬂom(Egypt 1952, Inq 1958, Libys 1969),
“by 1960, thebnkotmomiuctimyhﬂumbnwlﬂl
the important exception of o, had paseed into the hauds of
the governments or the native bourgeoisies. The aext two
decades saw s powerful :
edmmuom;mmmm"m
_ to insignificance in Egypt, Syria, !uq.m ‘Algeria, Libys,
Sonth Yemen, and, most recently, kran, and severely cortail-
cdhothaeomiu mmamamm
1973 hag completed this process™ (lssawi p.15).
hmm,hmmw,ﬁmhuhunm
to de-nationalisation: Frank mentions Chile, Argentina,
Peru, Nigeria, Egvpt, Bangindesh (CITW p.249), and Indo-
mammmuw«.mwm
mumm,mn.

'd} FMWWLD&

The Banco do Brasi is the third bank in the werld
byapundmndtbﬁth by depesits.
‘Banks in iraq, India, Hong Kong snd Mexico are also in the
deposits (WVB3), i
This the fact that finsnce eapital s now rela-
tively well developed In seme LDCs. In Asia there has been
» big growth of stock exchanges since the 1960s (S/C p.248)
Large amounts of Argentine caplial ave said to have besn
ndthouu-haﬂd!duh-d&ﬂ.llﬂ
aot aware of | figares.
M(GTW)MMMMMW

‘Wmhm&d-mwd
foreign investment since 1970, much of it ln Southoast
' mnyllmylWG&mwmﬁmm
investment veutures by indian caplital In 43 ceuntries, 49
dﬁmbmnhulﬂﬂudnhlﬂsthu » (Q.SG}

. Today1 _ ,
'mmmmmmmah :
the Bizias’ Pan-African paper mill In Keaya.

group has a paper plant in Thafland, where -Thal
mammm,ummﬂ.mm
lunsm!dphnoﬂphhﬂuhm
M&Lﬂ)

%mmmn&ymeﬁ
ruassive interests of the US, UK, etc. They do however
m:mﬂﬂmmtwmm '

" The rich oil bourgeoisies of the Middle East have very large’
foaizninmu of course. Not much of this takes the form

of direct ownership of enterprises in other countries, though
the Kuwait Petroleum Corporstion has recenily boujht the




mmswdcwoa(nmmm.m‘)
asd a US drilling contractor. (FT 17.383) | |

#) Raw material sources

Magdofl's beok ‘The Age of Imperialis’ argues in detall
that access to raw material sources is » major internaiional
Cuxrout isnding producers of kay minerals arer

Bauxite — Amstralia, Guinesa, Jamalen
Cheomse ove ~~ South Africa

Cobult —Zalre - .
Copper — USA, Chile, USSR, Canada, Zambis, Zakre
Industrial diamonds — Zaire, USSR, Sowth Africa
trom ore — USSR, Brazil, Australla, US

Molybdemam
Nickel — Canada
Phosphates — US, USSR, Morecos
Tio ~ Malsysis, USSE, Thafiand, Indonssin, Belivia
- {(WV83)

" 7. DEBT

From the early 'S0s io the *70s, the LDCs ran s balance of

payments deficii. Todsy, if the rich oll sxperters sre stil
cousidered as LDCs, then the LDCs everall have & surplos

" daficit as a revult of the higher price of oll.

preblemss are 8 loug-ruming feature of

fontwres:

2) A msssive expansion of lending to LDCs ta the *70s;

b) An hncrease i the praportion of lending which was
from commercial banks (ns epposed te govermnonts and
internstional agencies). 35% of LDCs’ public dobt was
owed ts private creditors ta 1972, 55% in 1980.

Money was on offer from the banks becsuss of the ‘re-
cycled® OPEC oil surpluses (and the stagnation of invesi-
ment In the ACCa). It went overwhelmingtly to a relstiv
seaall samsber of countries. :

Net liabfiities outstanding to/aesets with banks in BIS
. reperting sres and some offshore benks: June 1982
(from BEQB December 1982)

Switzerland $5127.2bn ACCs $177.1bn

mmm.n& K
which 115.9 accounted for by
Argestine, Beaxil, Mexics)

East Bwrope 42.)
O{fshore bank-

ing contres 9.7
Australia/NZ/

Sowth Africa 23.2

Other Africa

total ales includes some cved-
itor countries) -

In this situation the ruls of the IMF aa the arblter of
banks’ debt rescheduling schemes becomnes more contral.

- USA 1212
Middle East
off exporters 80.8
UK 55.6

Nethedands 20.1

K. GROUPS OF COUNTRIES

The datn above that a simple division of the world
into ACCs and Is not the most eseful, or at least

-dens an lodspendent
..rfu-s.mmmnnda-m

- Peels

_ At lesst the foBowing grouns can he distinguished:

1. The US. This is ko & group of lis owa becamwe of ja] Ity
uubm.mnhnﬁmﬂwmd-wo&c
capitalist state, [b] its dominant rele as international tvest-
or snd base of muitinationals, (¢] its dominaxt role in the
IMF, World Bank, sic.

2. The hig ACCs: Japan, West Germsxy, France, Beitain.
Thess are large sconomies,

-infinsnce reles, and major bases far muitt-

. ox aphere-ol. '
patiounls. Britain, as well 48 being & majer military powee,
International banking contre.
ia done through

is aliso the woeld's biggest
(Overa, of all International lending
Lawden. next biggest centre, New York, s balf the

sizs). The Netherinnds, Canads, laly are possible mezginal

3.

and
magiog in sise from Spain, Sweden

and Beighum dows to Greocs, Pertugal snd S.lreland. Port:

ugnl, the peorest of these countries, was the latest te abau-
impecialist vole — which others such -

via the EEC. Spain, the

. Luxesburg s incinded)
largest of these by GDP, shows some tigne of  remascont

) imporialist role: 23% of its experts in 1981

aclenemens
* went te Africe and Latie Amserics, ss against 16% in 1965

(WVa3). .

4. The settiee states. Cxuada should argusbly be in this
group rather than growp 2. Anstralie and New Zsaland have
ahigh level of and socisl develop- -
meot, bat they still retain marks of their celeuial past.
Ausiralla, for example, stil has s 63% share of primary

in Hts exports. Ii is the warld's third biggest prede-

preducts
cor of fron ore but has relatively liitle steel Indastry. (it
prodoces 11% of werld trom ere, but enly 1.1% of werld
M‘_mwo

There are three margtual cases iu this ontegory: Sowth
Africa, larnel, and Argestion and Uragany.

Bairoch writes (p.30): ““Argentins is asually included ia
the Third Werld... But it becomes mere and mere ebvious
that such a classification is wroug... the extremely high

fvatures reflect the fact that Argentina developed en the
baais of a fully bey secial strectare sad a white settier
: — ke Australia, Cannds, or the US, enly less

Argestina has lacked the maseive psuperised ‘marginal’

population typical of LDCs. But the current regisee soems to

be cresting such pauperisation, and ou many indices of

development Argentins is not now visibly ahead of Mexico,

;‘I@.uf’mﬁnhhmm“4 ,
group /.

In contrast te Australia or New Zesland, bet ke Sowth
Afvies, Argentina has béen a local ‘hig pewer’, with aspira-
tioms to hegomony In iis region.

. Pnelaves/eutrepets. The two main examples are Sing-

spore and Hong Keng. These are more or loss tatally mrbea-
, MMMM@&.MO‘WMU&

n&,nﬂm
ofl exparters:s UAE, Kuwait,
Sandl Arabis, Libys. . '
* 7. LDC big powers: Mezice, Braxil, Indis. Thess all have,
thelr substantial industry, the massive pools of
and underdavelopment churactoristic of LDCs, but

- poverty
the overall level of sociai development differs quite widely

between Mexico and India,
A marginal esse between this and growp 9 Is Nigeria. Iran
comes souewhare between this grecp eand groap 8.



tuve (often In pre~capiialist forms), lower industrial deve-
- lopment, and mere primitive (i any) state welfare sexvices.

8. More developed LDCé: the resi of the Caxibbenn,

" Central and South Americs except Dollvia and Haitl, the '
rest of the Middle East and Tunisia, Algeria, Morocco L
. Zimbabwe, Sri Lanka, Philippines. S .

Chile and Veaezuels are special cases in this group,
This group ls distinguished from the poorer ACCsby
mass poverty, move widespread backward agricul-

greater Indostrial development, high leracy rates, high
primary education rates, mere plentifcl food supply (e,
poverty ls more likely to mesn matnutrition than starva-

 tion), greater numbers of doctors, lower infant mectality,

nrbacisation and s lewer percontage in agriculture,

- groster 7
' and fairly widesprond pessession of radio sets.

- All these distinctions are gquantitative, but on comparing
Veneznela with a poorer LDC such as Ethiopia the quantit-

' ative differences seom to add up to & qualitative one.

Urbanisation % 3 15
© Litemcy (% of over-158) - 82 1
- Primary education (% of age
gEoup _ 110 36
Radio sets per 1600 414 T
GNP/bend, US S _ - 4023 13¢
Popuiation per phiysiclan 930 75,000

{Most recent figuves avallable, World Bank and WVA3).

9. Larger poer LDCs: Indenesis, Pakistan, Bangindesh,
Egypt, Zaire, These too vary in development ameng them-
selves, from Bangiadesh af one exireme to Egypt at the

. othez. Nopetheless they differ from smalier poor LDCs In

beliag far more powerful and having some industry which, if
' small in relation to their populstion and to the ACCs, is big

1'

b

i
H

compared to the small poor LDCs. g '

10. Smafler poor LDCs. Bolivia, Haiti, Afghanistan, Nepal, |
Burma, the rest of Africa, and various small states elsewhere. .
These are distinguished not only by terrible social conditions -
butbyememeh&ofmhwnﬂdpdiﬂu,



Part 2: - SOME QUASTIONS | 7

The outline given above shows, I think, that the actual facts of the .
devecopment of the capitalist world economy are rather different from the
conventionally acocepted "facts". In the following sections I shall summarise
the actual facts as I understand them, their contrast with the conventional
"Pacts", and the way that acceptance of the conventional "facts" has intwduced
Stalinigt or semi-Stalinist content into "wulgar Trotskyism".

FROM THE RISE OF CAPITALISM IN W. EUROPE TO THE RISE OF CAPITALISH IN THE
VTHIRD WORLD' - ' .

"he discovery of gold and silver in America, the extirpation, enslave-
ment and entombment of mines of the aboriginal population, the beginning
of the conguest and looting of the Bast Indies, the turning of Africa into
a warren for the commercial hunting of black skins, signalised the rosy
dawn of the era of ocapitalist production.” :
C - : (Marx, Capital vol. 1, p 751)

The ascent of commercial capitalism in Western Burope from the 16th century
went together with the creation of a huge new system of world trade and the
pra-canitalist explolitation (plundering) and ruination of other areas of the
globe.

"Phe shift in the centre of nascent Buropean mercantilist capitalism
frem the Mediterranean to the Atlantic also cauged a crisis in Africa.
This shift tolled, in the 16th centmry, the knell of the Italiamn cities,
and at the same time it brought ruin o the Arab world and to the Black
African states of the Sudan—Sahel zone. A few decades later the '
representatives of Atlantic Iurope made their appearance on the shores

of Africa"  (Amin, UD p.50)

In South America, the Spanish conquerors did not transform the agrarian
economy of the American~Indian population, but drew forced labour from it on
& scale,with a brutality which produc:d "a virtual holocaust of the indigenous
populationﬁﬁ?ﬁHﬁ% 4 PHRAIAEIORE the time of the Conguest, was reduced by 90%
within a century. (Furtado, p. 6)

In Africa, the slave trade is estimated to have led to a stagnation of
thecontinent's population between 1650 and 1850, while Europe's population
increased by a factor of 2.7. The African economy was recrientated to slave~
trading, to the disadvantage of other activities. The African cloth industry
was swamped by imports. (Rodney, p. 106-123)

. In Asia, the western impact came later — in China not until the second
half of the 19th century. By this time western Europe had developed into
industrial capitalism. From the early or mid 19th century for Britain, from
the late 19th century for other west Buropean powers (Barrattt Brown, p. 171),
the capitalist powers began to export capital on a large scale. A world
economy was created. More and more, west European powers get out to grab
colonieg, - : '

‘This led to the first begimmings of canitalism in the Third Yorld. It
was not like the evolution from capitalist farmers, merchants and urban crafts
in Europe. Western oapital went overwhelmingly into strictly delimited
spheres: infrastructure (railways, etc. ), plantations, mining. These capita-
list sectors existed without many 'linkages' with the generally pre-capitalist
bulk of the ¢conomy, which remained backward and often indeed had sectors
ruined by competition from imports from the West.

", ..the cheapness of the articles produced by machinery, and the
improved means of transport and commnication furnish the weapons for
conguering foreign markets. By ruining handicraft rroduction in other
countries, machinery forcibly converis them into fields for the supply
of its raw material. In this way Bast India was compelled to produce
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cotton, wool, hemp, jute and indigo for Great Hritain. 3y constantly
making a part of the hands 'supernmumerary', modern industry, in all
countries where it has taken .root, gives a spur to emigration and to the
ocolonisation of foreign lands, which are thereby converted into settlements
for growing the raw material of the mother country; Jjust as Australla,‘
for example, was oonverted into a colony for growing wool. A new and
internationel division of labour, a division suited to the requirements
of the chief centres of modern industry springs up, and converts one part
of the globe into a chiefly agricultural field of produotion, for supplying
the other part which remains a chiefly industrial fiecld™.

(Marx, Capital vol. 1, p. 451)

Somé'industry, however, began to develop in the cities created in the
colonies and semi-colonies. In a footnote to the above passage, Marx writes:

" "The economic development of the United States is itself a product of
Buropean, more esosecially of English moderm industry. In their present
form {1866) the States must still be considered a Buropean colony™,

Tn 1890 Engels added another note:

"Since then they have developed into the country whose industry holds
gecond place in the world, without on that account entirely losing thelr
colonial character™.

The industrial development wos concontrated in the settler staies - the
US, Australia, Canada, Argcentina - whers
(a) the pre-capitalist hinterland did not exist, or had been eliminated
~ (by brutal extermination of the indigenous people); and
(v) immigration provided a supply of relatively skilled and trained
labour and of competent capitalists often equipped with capital.

But there was some development elsowherc. It massively increased after
1929, (Capital export from the West dried up, western markete contracted, 3rd
 World countries - or at. least the more developed ones -~ furned to 'import

substitution’. Mainly, light industries developed, produclng the consumer -
goods previously imported from the west.

This economic development created the: bourge01s and petty-bourgeois
classes which led the sucdessful national independence gtruggles after World
War 2 (and the natlonallst/nopulxst movements in Mexico, Brazil, ‘Feypt, Argen-
tina, Bolivia, otc.). Working classes were also exnanded, but \malnly thanks
to Stalinism) remained as a tail to ooarge01s or petty bourge01s movements.

The cause of de—colonlsatlon was genbrally supported by the US, which
had become the world's tsuper-imperialism' 2fter World War 2, and which wished
to seccure fres access. to the areas colonised by the now second—rate wast
EurOpean capitalist powers. £nd the independonce of the formee colonigs has
severe limits, in that they remain weak and (a1l but a very few) small wnits
in a competitive capitalist world edonomy in which, as in capitalist sconomy
generally, the strong are constantly elbowing aside or subjugsting the weake

Moreover, the former colonial nowers have adjusied to the end of colonial~-
ism by re-casting their economic relations with the Third Worid. In place of
the former typical situation of direot ownership of’ 1nfrastructure, prlmaryn
product industries, and

 virtual monopolies of foreign trade, an - economic sei-up which more
or less required colonizl ar semi-colonial relations as its politica 11 comple—
ment, the advanced countries now obtain their profits more from manufacturing
from joint enterprises, and from commer01al contracts with states that control
their own forecign trade.

Substantial remmants of the former colonial-type ecoaomic relatlons
continue. And a fow Third VYorld countries — somc in Central America, some



- 1
_former French colonies in ifrica - are sgill subjcct to such domination by a
. particular ACC as to.put them in the samc category as the semi-colonies of the
firat half of this coentury. ' : '

Frobel et al argue that the new devclopment of manufacturing industry in
the LDCs has many perallels with the old extractive-industries imperialism:
- the development is totally oriented to foreign markeis and confined to enclaves.

A1l that said, it would bé wrong ~ indeed, & grave Burocentric error - to
underestimate the winning of national independence by some hundreds of millions
of people. : ‘

Hundreds of millions of people were drawn into modern politics, and became
eware of their own dignity and their own ability to change the world, for the
first time. In a2 rumber of countries the independence movement took a radical
petty-bourgeois form and led to large-soale social changes — land reforms,
expanasion of ecducation, measures for women's equality, nationalisationse

‘And - with very few exceptions'4 political igdependénce has besn Won.
There are grave limits to what small and weak states cen do with political
independence, just as there are 1limits to what small and weak groups can do
with froe speech. Yet free speech is important, and so is peolitical indepen-
donce. They are important even when they are constantly restricted and nibbled ate

It is not mercly a sham. The eoconomic influence of the former colonial
power has declined sharply in the ex—-colonies. They have carried out extensive
nationalisations. They pursue foreign policies often guite at odds with the
former colonial power. No-one supposes that Algerian policy is dictated from
Paris these days, or Ghanaian policy from London, or Libyan from Rome.

Following decolonisation, and the nationalist/populiat movements in South
America and the Middle East, a new phase of capitalist development has opened
in the 3rd World. MNost 3rd World countries have begun to develop their own
manufacturing industry, some have done a great deal more than begin.

Together with this development in the 3rd World goes a continuation and
even an intensification of pocial misery. . The development, like all capitalist
development , is extremely uneven. Whole grouns of countries are stagnant or
cven deciining. In the fastest—developing countries, vast arcas of noverty
remain - and even increase, since rcuvent development in countries like Brazil
and Fexico has gone together with a sharp inorease in inecuality (Frank, ‘Crisis
in the 3rd World', p. 1-20 and p. 157-279). ~The development is punotuated by
crises, and sinoe 1980 some of the fagter~-developing LDCs have been in their
worsgt crisis for deocades. '

Buf that development is acoompanied by:increasing misery does not mean
. that it is not development. What Lenin wrote against the Narodnike on the
question of the development of oapitalism in Russia is very relevant:

"A large number of errors made by Narodnik writers spring from their
effortes to prove that this disproportionate, gpasmodic, feverish develop—
ment is not development see - ' ' _

- n .. whether the dovelopment of capitalism in Russia is slow or rapid,
depends entirely on what we compare this development with. If we compare
the pre-capitalist epoch in Russia with the capitalist (and that is the
comparison which is needed for arriving at a correct solution of the
problem), the development of social economy under capitalism must be
congidered as extremely rapid, If, however, we compare the present
rapidity of development with that which ocould be achieved with the general
level of technique and oulture as it is today, the present rate of
development of capitelism in Russia really must be considered as slow.
And it cnnmot but be slow, for in no single capitalist country has there
boen such an cbundant survival of ancient instiutionss that are incom-
patible with capitalism, retard its development, ana immeasurably worsen
the eondition of the producers, who ‘suffer not only from the development
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of capitalist production, but also from the incompleteness of that develop-
menttedd" '
E (Lenin, DOCR, p. 597, 600}

",.. there is nothing more absurd than to conclude from the contradictions
of oapitalism that the latter is impossible, non-progressive, and so on < '
to do that is to take refuge from unpleasant, but undoubted realities in -
the transcendental heights of romantic dreams ..."

: (Lenin, DOCR, p. 58)

SUB-IW BRIALISH.

In some LICs this recent development.hés reached thé'point that they have
their own relatively integrated industry, their own finance capital, and their own
multinationals.# They have become big powers, not on a world scale, but in their
regions. :

_ The term 'sub-imperialism' was coined to describe this development by Ruy
Kauro Marini, analysing Brazil after the 1964 coup. ' :

"Phe Brazilian military', he wrote, "has expressed the intention of becoming
the centre from which imperialist expansion in Latin America will radiate."

_ It would be a junior partner to the USA, but a junior partner with its own
ipterestS'and plans. -

The military organised a huge influx of foreign capitel (mich of it in joint
enterprises), and industrial expansion, on the basis of a brutal increase in the
rate of exploitation. The mass of the workers and peasants were unable to provide
a market for this industrial production. But the military organised a big push '
to win export markets, and also developed a limited local ‘consumer society',

"oreated through a transference of income from the poorest strata to the
middle and upper strata, in order to guarantee the market for a high—technology
industry which is becaning more and more divorced from the real needs of
the great masses ..." : '

(An example is the government's measures to develop a local market for cars,
with cheap fuel, etc.) '

-_'The state itsalf Was alsd a major market for this new industry, particularly
with military expenditures. s

"The militarisation of Brazilian capitalism is neither accidental nor
- circgmstantial. It is the necessary expression of the monstrous logic of
- the system, just as Nazism was for Germany of the '30s. And just as with
‘Nazism, war must be the result.” '
Finally: _ _

"Brazilian capitalism is carrying out its agrarian reform, and it is not -
in the least idyllic. The accelerated extension of capitalisé relations to
 the countryside has the same inlmman and brutal character which defined it in
England in the 16th and 17th centuries, and more preoisely in Tsarist '

Rugsis as described by Lenin". ' '

_ In the course of the 1970s, this theory of 'sub-imperialism' became quite
widely accepted among Marxist economists. Frank (CITW) liete seven economies

as sub-imperialist: Brazil, Mexico, Argentina, India, Iran, Israecl, South Afrioa;
and analyses cach one. ' N ' '

~ Both Marini and Frank belong to the 'dependency theory' school, which analyses
the capitalist world economy mainly in 'centre/periphery! terms (thus Frank's
alternative term for 'sub-imperialist's 'semi-peripheralt'). But the general
drift of the theory of 'sub-imperialism' does not depend on that framework.

Self-expansion is the nécessary,inherent logic of aapital. Once capital
‘accumulation in a certain state rcaches a ceértain level, then it is necessarily
driven towards conquering foreign markets, fields of investment, etc. Why should

* WIn the late:19703, multinational enferprises beganrto emerge from some of the
more advanced industrialised developing countries" -~ Stopford et al, Introduction. -
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Some writers, indeed, object to the term 'sub-imperialiem' because it seems

{0 over-—stress the aspect of the more developed LICs acting as lieutenants for the
big ACCz, and underplay their autonomous imperialist tendencien. Thus the
Mexican Sarglo de la Pena writes:

'ess the imperialist impulses of Mexican capitalism ... are an inevitable
part of the new development ... This interpretation does not accept the
'sub—imperialism' thesis of dependency theory, btut proposes that the imperial-

- ist impulses are internal, national, and inolude components of foreign
inveastment..." :

The whole theory is questioned by the French witer Pierre Salama, with two
arguments (Salama, p. 77-79). The first argument Salama himself describes as
"not fundamental™: that Marini and others accept tbo easily the 'super-imperialist'
status of the USA, without sufficiently examining the rivalries with Japan, the
iEC, etc. The second argument is that the drive to conguer markets oomes princi-
pally from balance of payments problems caused by the policy by the governments
(Salama refers to Argentina, Frazil, and Mexico) of permitting large-scale
repatriation of profits.

"Ihis export policy is thus necessar x ~ t0 the extent that it flows
precisely from the attitude of these governmments in relation to foreign
investments ~ but it is not vital for the reproduction of the system".

Especially in view of the contlnuatlon of the tendencies 1dent1fled by
Marini in the years since he wrote, this argument secems hair-splitting.

THE"CONVENTIQNAL Facrs"

. The common view on the left is different from the actual facts as presented
above. It presents the world as sharply divided into three camps: the 'sociglist
(or degencrated and deformed workers' states); the LDCs; usually described as
semi-colonies or oppressed nations, or exploited nations; and the imperialist
nations. It asserts that the LDCs are all dominated by nep-colonialism and
experience practioally no development. If some development is admitted, it is
defined away as being in some way spurious or not real development. National
liberation for the LDCs still remains a ecentral question.

Now our aspsegsment of this ideoclogs has to depend somewhat on who is
expressing it,.

Sometimes it expresses the progressive mrotest of 3rd World bourgeois and
petty bourgeois democracy. Then our main job is now to dwell on the scientific
inexactitude of the analysis, but to argue that the dominated, subordinate
position of weaker but politically independent nations cannot be remedied on a
national basis but only by international working-clase socialist revblution.

Pretty often, however, this account is used for their own purposes by bourgeois
demagogues and Stalinists, egainst working-class 1ntcrnat10nallsm._

Now the national question is not finished in the 3rd World, In many areag
the artificial frontiers inherited from colonialism arc a major problem, needing
to be replaced by larger, more rational units (Soclallst Ln1ted States of the
¥iddle East, of South % Contral Amerioca, etc.)

Nevertheless, the gg;onzal revolution = the fight for independence from the
former colonial powers - is finished. Like 2ll bourgceois revolutions, it has been
finished incompletely, unsatisfactorily, and will be followed by supplementary
revolutions. But the era when the winning of politienl independence from the
colonial powers was the centre of politics is past.

The bourgeois demagogucs and Stalinists try to keep national independence
centre stage by re~defining it. National independence is re-~defined as independent
economic development ~ something which under capitalism is as utopian as labour
money. The ~ real enough -~ facts of the rapacity of ‘he ACC rmltinationals are
pointed to as ovidenoce that this national independence is yet to be won. 4And so
the working class is called to rally to a '*national’ effort to win it.
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7 OPten enough it is said that soocialism is the only way to win thiz national
“independence. But such rhetoric does not indicate any break from Stalinism or
bourgeois nationalism. For bourgeois nationalism in the 3rd YWorld often paints
itgelf as socialist; and Stalinism no longer relies rigidly onm its classic -
'stages' theory. It is well enough content to patronise the socialist pretensions
of 3rd World state capitalisms, and to promote such gocialism as the way to
‘national independence’. :

The pioneer Russian Marxist George Plekhanoc defined his difference from the
Narodniks by writing that for the Marxist,

"he is convinced that not the workers are necessary for the revolution,
but the revolution for the workers". ‘
' i (Piekhanov, p. 384)

Likewise, for the Marxist, national independence {and all other bourgeois
democratic rights) are necessary for the workers; for the left nationaliast, the
workers are nccessary for the national independence struggle. And now 'national
independence' is defined in a mystified form so that the only ratjiona gggp £ i

‘ gented
the struggle for it is the various efforts at national self—aéggr %%ﬁ% g a f?bs?
gtep to socialist struggle, as zn elementary form of 'anti-imperialism®.

The taotical conclusion of thig line of argument is the 'anti~imperialist
united front'. Now even when the national question is still central, this
tunited front' is a trap for the workers. Practical agreements with bourgeois
nationalist forces for specific actions will be necessary: long-term politiocal
bloos can only leave the workers gwindled by their bourgeois allies or perhaps
by petty-bourgeois Stalinist forces. (Sec Trotsky TIAL p. 127€£)

When political independence has been won, the cz21l for an anti~imperialist
united front is simply a call for the workers to rally behind the 'anti—imperialist'
gesturing of the local bourgeoisie and petty bourgeoisie. Iran ghould have
taught us this lesson.

'Anti-imperialism®', fully-developed, means working-class socialism. 3But
used as something distinct from socialism, it means only the fight for political
independence. 'Anti-imperialism' today is rather like 'anti-fascism' in the
'30s: +the universally accepted 'progressive' cause in the name of whioch class
questions are obscured.

To the millions of workers and peasants who today define themselves
politically as 'anti-imperialist®, as to the millions who considered themsclves
‘anti-fagcist' in the '40s, the task of Marxists is Of course not to bring
pedantic critiques but to try to show the way to a working-clase programme. Bub
the precondition is that the minds of the Marxists themselves arce clear -~ free
from the use of 'anti-imperialist' rhetoric to smear over class questions and 10
present bourgeois nationalism and mroletarian socialism as simply more or less
militant vorsions of the same 'anti-imperialism'. '

This is doubly important because of the role of the sub-impcrialist
powers and the USSR as oppressors of nationsg. '

Poftugal was the last west Buropean state to release its colonies. The
reason was not Portugal's strength, but its weakness. It was not strong
enough to maintain its position purely hy economic means.

For similar reasons, the 'sub-imperialist' powers - and some LDCs which can
scareely rank as sub-imperialist - are todey more apt to seck direct poiitical
domination of supject nations than are the vig ACC imperialisms. Iran, Turkey,
Ethiopia, are examples. So are Israel and South Afeica, though other factors
enter ithore.

But by far the greatest oppressor of nations today is the USSR. The reason
why the Kremlin relies on such brut=l, direct political repression is, surely,
the fact that the bureaucracy does not have the solidity and tho historic
role of a ruling clase. The bureaucracy's antagonism to its economic base
differentiztes it from imperialism (i.e. capitalist imperialism). It does not
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make the national oppression 1nfllcta1 by the bureaucracy any less reactionary.

The difference between the USSR and imperialism is important in some
circumstances: but, under the pressure of the¢ strong influence of Stalinism on
the Trotskyist movement since world war 2, it has often been crudified.

Trotsky's own answee to the questzon, *Is the USSR 1mperlallst?', was a lot
noarer ‘veaz, but' than 'no'.

- "Gan the present empemsion of the Kremlln be termed 1mper1a113m° First
of all we must establish what soctal content is included in this-term.
History has known the 'imperialism' of the Romen state based on slave labour,
the imperialism of feudal land-ownership, the imperialism of commercial and
industrial capital, the imperialism of the Tsarist monarchy, etc. The
driving force behind the Moscow bureaucraqx is indubitably the tendency to
oxpand its power, its prepiige, its revenues. This is the cloment of
t*imperialism®' in the widest sense of the word which was a property in the
pagt of all monarchies, oligarchies, ruling castes, medieval estates and
classes. However, in contemporary literature, at least Marxist literature,
imperialism is understood to mean the expansionigt policy of finance
capital which has & very sharply defined economic content.  To employ ‘the
term ‘imperialism' for the foreign policy of the Kremlin -~ without elucidating
exactly what this signifies - means simply to identify the policy of the
Bonapartist bureancracy with the policy of monopolistic capitalism on the
basis that both one and the other utilise military force for expansion.
Such an identification, capable only of sowing confusion, is much more proper
to petty bourgecis democrats than to Marxigts". '

: (Troteky, IDOM, p.33-34) (Pirst emphasis added).

Slnce Trotsky wrote the above works in October 1939, the Moscow bureaucracy
has given repeated proof of its rapacity in striving to "expand its power, its
prestige, its revenues". In 1946 the Fourth International raised the call for the
. withdrawal of the USSR's troops from Eastern Europe, . even though the comrades
regardod the East Buropean gtates as capitalist and congidered that a prolonged

- USSR occupation might result in the replacement of those capitalist relations

by systems on the model of the USSR. In April 1948 the Fourth Intornational
folt obliged to clarify what "Defence of the USSR™ meant. The comrades proposed -
"Defend what remains of thb conquests of Ootober" as & more precise formuiztlon,
- and emphasiseds

"I+ will be necessary to continue this revolutionary clags struggle
oonsistently and uninterruptedly in the case of the ocoupation of any
given country by the Russian army, even though the revolutionary forces
oclash with the Russian army, and also in spite of the military consequences
which this might entail for the Russzan 2y 1n.1ts operat1ons agalnst the
‘imperialist military forces ...

"I+ would be the gravest mistake to apply the strategy of the t‘defence
of the USSR against imperialism' to the different tactiodl diplomatic or
military mancouvres of the burcaucracy «.."

' (FI: 'The UUSR and Stalinism')

If the issue at stake in a given conflict is "what remains of the conguests
of October" - the nationalised property rclations - then the distinction boiween
the USSR and capitalist imperialism is important. But to extrapolate from
"defence of the USSR" 1o considoring the subjugation of people by the Kremlin
- as in Afghanistan - as an 'anti-imperialist' alternative, at any rate to be
preferred to the risk of imperialist domination in the area, is to subordinate

the struggle for emancipation of oppressed peoples to the empty phrases of
" 'anti-imperialism®,

: To say that sclf-determination is supportable only as an ant:.—zmper:.a.llst

demand is to deny support to most oppressed people today. To try to evade the
problem by saying that thsce peoples oppressed by the USSR or by LDCs are 'recally!?
_ oppressed by imperialism, the Kremlin or the LDC bourgeocisie actlng only as an
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agent of imperialism, is plainly absurd in some cases (Iran, Yugoslavia's
struggle for indepondence from the USSR in the '405), and confining ourselves to
a digtorted one-dimensional view in othors (Isracl/Palcstine). S

To meke: tanti-imperialism' a baaic. principle of our politiocs is at bk—ﬁet to
make our theory a sct of empty phrascs to be tagged onto conclugions reached for

reasons having nothing to do with theory; at worst, accommodating %o the LDC 8
bourgeoisics and to Stalinism. '

'Anti-imperialism', ‘anti-fasoism', even 'anti-capitalism', are not gonecepts
with the precision necessary to serve as a basis for Marxist poliiics. Our job
is to work out the real_tendencies of development, the real possibilities that
the working class can fight for, to formilatoe a positive programme. Arguing
againet P. Kievsky (Pyatakov), who wantod to replace the 'sclf-dotormination'
demand by 'negative slogans' such as 'get out of colonies', Lenin wrote, aptly
I think: _ -

WIhere is not, nor can there be, such a thing as a 'negative’ Social-
Democratic slogan that scrves only to 'sharpen sroletarian consciousncss
againat imperialism' without at the same time offering a positive answer
4o the question of how Social-Democracy will solve the problem when it
agsumes power. A ‘negative' slogan unoconnectad with a definitc positive
gsolution will not 'sharpen' but dull consclousness, for such a slogan is a
hollow phrase, mere shouting, mecaningless declamation™,

(Lenin, CMIE, p. 51)

The rational positive content of anti-imperialism, insofer as it is distinot
from the full programme of working-class socialism, is self-determination of
nations. Thas it is sensclces to orpose self-determination in the name of the
allegedly higher principle of anti-imperialism. (There may be cases where self-
determination for a particuler nation or people is limited because of conflioting
rights of another nation or people. But that's a different mattor).

However, many of our conrades ovidently do sce anti-imperialism as samething
higher and more revolutionary than gself-determination.
They see the negative formila 'defeat of British imperialism' as more revolutionary
than the proposal for a democratic solution in Ireland. '

This argument goes through to the definition of certain peoples as 'Dpro-
imperialist' and therefore not deserving of self-determination (or autonomy as
appropriate) or rights as against an oppressor power which can be defined as
Yonti-imperialist'. Examples are the Nopthern Ireland Pr testants, the
Falklanders, the Afghans. I :

The Marxist attitude to the national question is smeely to fight to
golve it in the most democratic menmner possible, to leave as little room as
possible for national conflickts, to clear the ground as much as possible for the
unrestricted development of the class struggle. To introduce ' anti-imperialism®
as an extra oritorion is to move off the terrain of Marxism onto the terrain of
nationalism.

"CENTRE/PERIPHERY" THEORY

The great bulk of Marxist work on imperislism in the last 20 years or s0 hes
been done broadly within the paramctgras of 'oentre/periphery' theory.

The line of thinking dates back to Paul Baron's book 'The Political
Boonomy of Growth'. Posing the problem of why LDCs were underdeveloped, Baran
answered that the main reasons were parasitism within the LDCs and drain of
surplus to the ACGs.

Now in fact the level of productive inveatment in the LDCs is generally very
high, as compared to earlier periods in the AGCs and even in the ACCs today. -
Mavertheless, Baran's ideas have had a great influence -~ and particularly the
idea about the drain of surplus. :



This idea is, however, not very sa.tizssfactory thooretically. No-one contests .
that there is a substantial flow of profits from the LDCs to the ACCs, nor even
that this flow is generally greater than the reverse flow of mpi‘ta.l!. e:!:port.'

But capitalist éxploitation is not simply a system of plunder of existing )
resources, but rather a process of self-expansion of value. Suppose therc is
foreign capital to the amount of 1,000 invested in a country, and (through -
exploitation of labour) it expands by 205 per year. Then an outflow of 200 per_
year and an inflow of 100 per year .‘can mean 10% growth per year. .

But if the 200 did not flow out, them growth would be faster? It is not so
simple. Why does the 200 flow owt? The capitalists’ luat‘ for ;n'oﬁ..t is no |
oxplanation. If looal opportunities for investment are the bee::t going, then. lust
for profit dictates not btringing the 200 out, but reinvesiing 11:‘ Conversely, .
if opportunities for investment are botter elsewhere, then the most national of
capitalists will seek to direot their funds to the other place rather than
investing in the LDC in question, o : :

In reality investment patterns sre not simply determined by profit
maximisation in this way. The classic cape for 'drain of surplus' is whez_-e ,
foreign interests own a plantation or a mine in the LDC. The foreign capitaliste
are not very interested in diversifying into other industries in the LDC; the
" necessary infrastructure, trained workforce, etc., do not exist, and the LIC
home market is small. 'They are not even very interested in investing in new '
technolugy in the plantation or mine: abundant supplies of cheap labour make it
unnecusgary. They prefer to btring their money home to the ACC and invest it
there. When the LDC state takes over the plantation or mine, however, it is
likely to use the profits to build up infrastructure and heavy industry in the
LDC.

3ut herc the .'‘drain of surplus' is what is to-‘be explained, not the .
explanation. It is an effect of 'underdevelopment'!, not the cause. (¢f footnote p.Ba)

Frank argues that:
"

.o+ external monopoly has always resulted in the expropriation (and
congequent unavailability to Chile [ and the same argument goeg for other
LDGE_?)l of a gignificant part of the coonomié surplus produced by Chile and
its appropriation by another part of the world canitalist systom ... [ an_7
-exploitative relation ... in chain-like fashion cxtends the capitalist
link between the capitalist world and national metropolises to the regional
centres (part of whose surplus they appropriate), and from these to looal
centres, and s0 on to large landowners or merchants who expropriate '
surplus from small peasants and tenants, and sometimes ewen from these
latter to landless labourers exploited by them in turn. At each step
along the way, the relatively fow capitalists above exercide monopoly
power. over the many below... Thus at each point, the international,
national, and local capitalist system generates economic development for
the few and enderdeveldpment for the many™.

_ - (CULA pp. 7-8)

- There is thus a chain of metropolis-satellite relations, in which the
drain of surplus from satellite to metropolip is similtaneously the cause of
develo;_ament of the metropolie and underdevelopmept of the satellite.

For Frank this set-up is the major defining featurs of capitalism, and he
congiders Latin America to have been integrated into a capitalist world system
since about the 16th century. Imperialism, for him, therefore, is more or less
synonymous with capitalism, and extende back into the 16th century.

Immanuel Wallerstein has written more on 'centre' and 'periphery! in early
capitalism; and others such as Samir Amin have extended the concepts of centre
and periphery back into procapitalist history.

The problem with this line of theory is shown, I think, in the way thet in
the excerpi above the relations of country to country, region to region, landlord
to tenant, and peasant to landless labourer, are all placed under the same
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heading of nonoc poly nower. This common feature does of course exist.
But to focus on that is sueely to . iss out the specific features of the
capitalist-worker relation - an: the revolutiona'y implications which
those specific features are held by Harxist theory to have.

The image of surplus being drzined by a million threads fror perivhery
to centre is a powerful one. But it is not a very satisfactory cmplanation
of development/underdevelop ent. Consider the capit~list/worker relation.
For Frank this is an example of a centre/peripheyy relation. But. does it

.make sense to say that this relation means development for the capktalist,
_underdevelopment for .the worker? No. The relation aeans riches and power
for the capitalist, powerty and alienation for the worker, and also’ '
development of the capitalist/worker relation. Accumulation of capital
means iacrease of tie proletariat, as Marx put it.

"Along with the constantly diminishing number of the magnates of
capital, who usurp and monopolise all the advantagee of this process of
transformation... grows the revolt of the working class, & class always
increasing in numbers, and disciplined, united, or--~nised by the very
mechanism of the process of capitalist production itself."

' o ‘ (Marx, Capital vol.1, D. 763).

‘Put it another way. What havpens to the supplus when it finally
drains through o the metropolis of metropolises - some US multinational
HQ? It is not simuly consumed by the bosses of the multinational. ‘Fol
they seck to expand their crpital still further - i.e. to develop the whole
web of relatisns that brings theu the surplus.

The . image of the perishepy/centee drain of ‘sur»lus woints to an-
explanation of why the workers and pcasants are thrust into poverty. It
does not point to an expl=anation of unierdevelopment. -

Drenner argues edgsntially this Epint against Wallerstein:
i"He must thus end u: by essentially ignoring any inherent

. tendencyof capitalism to develop the productive forfes through
" Yhe amecumul’tion of capital, in favour of a view wnich sees such
"development in the core as a result of a *orimitive accumulation of

capital' extracted frow the periphery, and which sees underdevelopnent
. as a result of 'lack of capital'.” T

' (Brenner, p. 1)

_ Plunder of th: weak by the sirong is a festure »f all history since
primitive communism. The centre/periphery theory‘essentially focuses on
this feature. Iy really is & comaon feature. =fut Marxism focuses on the
differences betwzen, for exanpt e, the exploitation of peasants by feudal
1andiords {(who directly co:sume mos: of the surplus) and the exploitation
of wage-workers by capitalists {wiio use the surplus mainly to expand _

calPltal), for = zood rpason. It is in the differmances that we can fldi_
the unfe ding of the internal condradiction, the emergnnce of new
elements, the jotentinl o7 revolutionary change. Without ‘hat focus

it is Gifficzlt to point to ony reason wvhy the plunder of the weck hy the
strong should be more likely to be overthrown today thag LOO yezrs ago.

Consider an analogy. .Jomen's oporession is a _feature of all societies
since the matriarchy. It is possible to write its history in terms of a
single, for-all-times concept of 'patriarchy'. But then why exwnect
patriarchy to be overthrown today rather than 2000 years ago or 2000 years
into the future? -The reason why Marxist feminists focus on the specific
differences of women's opnression under capitalism {e.g. the srecific nature
' of houseworkunder cepitalism, quite different from srevious societies) is that
such a focus best identifies the new possibilities of révolutionary
change. :



‘Frank does write zabout contradibti'g)ns;- but: really there.is no intemal,
dialectical movement: in his concepts.- -Brewer puts it like this:

.- [Wallerstein's aralysis_/ "goems $0 me to smbunt to little’ more -
than a series of definitions and phrases together with his overall
generaligation.. Jhat is lacking is a level of fheory thet- would

rh =

connect the two."

(Brewer p. 167) e

. The aceount is in & way unfair to Frank amnd Wallerstein and their co-
thinkers, They have produced probably the great ‘bulk of recent Marxiet
writing on imperialism, much of it quite gopHisticated analyais in whiéh :
the basie ooncepts are scarcely visible. Frobel et -al, for exampld; ‘Bse ‘their
analysis as in-the 'dopendency' framework. There is a gréat deal of valué.to .
be learnsd from this work, I think, oo e T

In some situations the impges are extremely apt. Most so, I ‘think, in’
- the situation refexred %o.carlier of ah LDC's economy being dominatéd by
plantations or mines owned by a foreign company. Such a situétion ‘axisted in
large parts of the world, at least up %o Yorld War 2. The surplus wes :
drained out of the LDSs and went to expand oapital:elsewhere. And, as Walter
Rodney recordsi - = ' - ¢ RS - T BT
. ™Phere were no roads connecting different colonies and difforent
. parts of the same.colony in a manner that made sense’with regsrd-to
.. #Africa's necds and development, All roads and' railways led. down to
the 868¢es o+« The story i8 often told that in order to make # telephone
call from Acora: in the British odlony of the Gold Coast €6 Abidjdn in
the adjacent Franch colony of Ivory Coast it was necessary to be
commdeted first with an operator in London and then with an operator
in Paris who could offer.a line to Abidjan,™ .-~ . . .
(Rodney, m. 228, 251-2)

‘Wow that economiie situation was more or less inseparable from colonial
or semi-¢blonial political control. The-shift to more indirect forms of
economic domination than outright oenepship of :the bulk of a country's
explcited natural resources, different patterns of investment, etc., has
gons together with a shift to more indirect political control,

~ Clearly elements~of the colonial~type _se'b-?u_p;stil_i sexist - are still
perhaps decisive in some countries. - But overall to analys¢ modern imperialism
in terms of 'necwoolonialisw' — and that, I think, assentially,. is what the'
cehtre/periphery thetry does ~ seems:to.me:-to be misleading in roughly The
same way as analysing capitalism as’ 'neo-feudalism’. Clearly feudal remmants’
exigt, and may even be decisive in_some capitalist gocieties.  Clebrly many
common features are shared by feudalism and' capitalism. Bub again, from a
revolutionany. point of view, surely what wo should foous on is what is new, .. -
what is changing, where the potential is for further ‘changé.: .- fa
The commonest critipism of the centre/periphery theory - and one pretty

widely accepted mince it was first suggested by laclau — is that itfuils
to foous on relations of production, instead Tocking mainly‘at “relations of
exchange.. . In essence this is the seme point as T have argued - above. The

argunent and its politidel implicdtions are summariged hy Hrenner:

"Thus 6 -1bng as incorporatiom:into the world marlégi/ﬁgrld division
of ‘laboir i.s geen automatically to breed underdevelopment, the logical
‘antidoté 40 capitalist underdevelopmept is not socialism, but eutarky.
. So ‘lohg as capitelism develops merely through squeaszing dry the ‘'third
" 'world', the“primery opponents must be core_ versus-pariphery, the cities
" wersus the’ countryside = mot. the intermational proletariat, in alliance
with the oppressed peopls of all countries, versus the hourgeoisie. In
' fact, the' d4nger here ‘iz doublewedged: on the one hand, .2 néew opsning
to the 'metionsl’ bourgeoisie’; on the other hand, & false strategy
" for anti-capitalist revolution. .. - ‘ o
(Arenner, p. 91)
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"Most directly, of course, the notion of the tdevelolment of under-
development? openg the way to third-worldist ideology. From the
conclusion that development occurred only in the absence of links with’
acowmilating capitalism in ‘the metropolis, it can be only a short step
to the strategy.of semi-autarkic socialist development. Then the -
wtopia of socialism in one country replaces that of the bourgeois’ -
revolutione..” E , ' i :
' (Brenner, p. 92)

" In the periphery/qentre view, nationalist, autarchic moves by -the LDC
bourgeoisie appear as limited, initial forms of ‘the struzgle of periphepy
against cemtre — which struggle, of courwe, ultimately, fully developed, is " -
the struggle for sooialism. The periphery/centre view thus necessarily smears
over class distinctions. This is shown sirikingly, I think, by the contra~
dictions in Frank's own writings. - - '

He developed his theories in.specific and vehement opposition to ihe
Latin Aperican Communist Parties and their strategy of gupporting the natiopalist
bourgeoimie.. : - o ' S

-

"Mhe historiaal mission and role of the bourgeoisie in Latin Americs
~ which was to accompany and to promote the underdevelopment of its '
society and of itself - is finished. In Latin America as elsewhere,

the -role of promoting historieal progress has now fallen to the masses
of the people alone e... To applaud and in the name of the peoplé even
. 40- sypport the bourgeoisie in its already played-out role on the stage
. of history is treacherous or treachery". S . :
: - o (CULA, p+ xvi-xvii) -

"Yet throughout his writings are scattered appi‘oving ref‘erei;qé's 10 ..
nationalist segments of the bourgeoisie as Mprogressive™., For example this
comment on Bragil before the 1964 coup:

- ‘“fhe progressive forces, including Brazilian nationalist business

interests, had offered (president) Goulart an.alternative... (but)
Gowlart again tried to put off Remands of the  progressive forces". . .
* S (U R, p. 346-7) ‘ :

. Baran's book, which is the original source of many of the ideas of _
the _.centre/periphé_r# thoory, is fairly explicitly moulded by Stalinism, . In
essefice he advises those forces séeking development in LDCs, whichever, class
they may come from, %o follow thé model provided by 'socialism in-ome country® -
in the USSR. Many bourgeois and petty-bourgeois. forces in LDCs have followed
this advice, with sta.téa—capit'aﬁﬂtog Stalinist results. : o

Frank is sharply opposed to/CRs. Yet, it seems to me, in the ‘end. heis
tied. by the same neo-Stalinist framework. As Brewer points out, he argues
for mocialism not by identifying a revolutionary class that -can create it, -
but by indicting capitalism for iss leck of capitalist development. Co

"Phe classical Marxists assumed that each country mst go through
successive stages of development; the capitalist stage performed the
historic task of creating a proletariat and laying the ‘material basis
for the smcoeeding stage of socialism. Lenin and Trotsky argeed that -
the bourgeoisie in Russia (then a relatively backward country) wag 300
weak to carry through the political -tasks of the bourgeois revolution,
56 that the proletariat had to take the lead and could then carry
straight on to the socialist revolution. The evolution of. a relatively
backward country differed from that of the more advanced cenires.

" . This argument, however, #till presupposes the existence of a proletariat
adequate to the task, and thus a certain degree of géapitalist development.
 "However, in the firet half of the 20th century, there were few

_signs of capitalist development in anderdeveloped countries, and many
" Marxzists came to argue a position almost diametrically opposed to that
of the classics. Where it had been argued that capitalist development
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had to create first the possibility of a socialist revolution, it w=s now
argued that the absence of capitalist development made socialist revolu=
tion nooessary, Frank is the leading exponent of this view, summed up in
the title of one of him books, Latin America: Underdevelopment or Revolution.
This shift of perspective entails a shift to a more voluntaristioc con-
¢ept of politics and to treating the peasantry or lumpenproletariai, rather
than the industrial proletariat, as the revolutionary classs This

- trend in politicéal thinking was encouraged by the success of the Chipese
and Cuban revolutions". (Brewer p.286). S :

For Marxists, the nature of socialism derives from the nature of the agent
of socialimm, the working class. But Frank identifies no particular agent. So
how is socialism defined? By what the Stalinists ozll “actually existing social-
ism". The forces fighting for development, whoever they are, are advised to
follow that model, : PR

In his recent book 'Crisis in the World Eoonomy®, Frank is quite sharply
critical of Stalinist 'socialism', but seems to draw conclusions of peseimism
about socialism altogethere. . ' '

CENTRE/PERIPHERY THEORY: SUMMARY

. On the scaffolding of cantre/peri'phery theory = to repeat - have been hung
many detailed analyses which meém to me interesting and valuablel But for the
further argument of this article, what is important is the btroad gemeral idecs
that have entered the thinking of the left from the theory and from bourgecis—
populist and Stalinist influénoes more generallys These ares

1. The idea of the drain of surplus as the cause of underdevelopment in
the LDCs and development in the ACCs. . - .

In faot the drain is by no means sufficient to ascoount for development
in the 4CCse In 1967-9, the direct foreign investment income from LDCs for the
US was #3008 m, for the UK £17¢~ (Barratt Brown ps227)s This is a very small
proportion of the national income (see also Barratt Brownm, AI, Pe293=6)e

There is another argument — Arghiri Bmmanuel's, according to +hich surplus
is drained from LDCs to ACCs primarily b¥ unequal - exchange rather than repat-
riation of profits - which indicates a bigger drain. But ‘even then the drain
could not be the cause of relative prosperity in the ACCs unless 'a big prop-
ortion of total world surplus were produced in the LDCs = i.e. the LDCs were
highly developed. ' LT T ‘ :

2. The idea of foreign investment being generally and necessarily more
exploitative and disadvantageous than national oapital (because it ties the
country into a web of periphery-centre relations)s - C '

In many LDCs foreign capilal has had devastating effeots for the majore
ity (4he case of the economy fooused on mines or plantations owned by a fore
eign company). A takeover of those mines, plantations, (or oilfields, canals)
by “he nation=state is not on'- a vacemsary part of the fight for national
independence but & progressive move for bourgeois economic development.

But the generalisation about foreign capital leads to regarding aut-
archic ('oapitalism in ore country') policies as relatively progressive -
which they are not, See for -an example of this conclusion the postscript by
Tanzanian development minister A.M.Babu in Walter Rodney's book, where he
argues for “opting out of production for the so-called world market™ and
rejecting all foreign investments o

Ain example of the influence of these two ideas is the article by Will
Reissner on Argentina which appeared widely in the USFI press during the . .
Falklands War,. : , B

THE CORRUPTION OF THE THECRY OF PERMANENT REVOLUTICN

Under the influenoe of cent_-re/pe:;iphery theory and populism, many arxaes
(a) national independence is central; (b) it can be fmlly achieved only by
gooialism; (c) the path forward is therefore through an anti-imperialist
struggle, of which the most primitive form is bourgeocis ‘nationalism and the
highest form is socialisme , S . '

Thiz ideology osn be trangformed into something redombling the ".l‘rotakyist

”
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theory of permanent revolution. just lp adding some insistence on the. need for
working olass leadership for the socialist culmination of the anti-imperialist
struggle. But the resemblance is deceptive, '

The theory summarised above means accepting tnational independence' —
defined not precisely, but in utopian terms of *independent development! - as
central, whereas Marxism demands precise definitions. '

It means accepting bourgeois nationaliem as the first form of the anti-
impe;ialist struggle, whereas Marxism surely demands ocounterposing the workers
40 the bourgeoisie gven in the f%-&' for bourgeois demoorgtic demands.

It mesns smearing oveﬁhe iffercences between bourgeols democracy and
gocialism under the general heading of canti~imperialism — both, after all, are
defined ag the fight for ipdependent development — rather than strictly diet—
inguishing. o S ‘

Tdeas not very different from this seems to dominate many comrades' mindss
How else can they arrive at comterposing anti-imperialism to bourgeois demooraocy?
How elge can the Argentine invasion of the Falklands be seen as a first step
in anti-imperialism, in a process of parkanent revolution? How else ocan the
Catholic strugzle in Northern Ireland {which, I believe, in oontrast to the
Argen tine junta's adventure,'has a real, progressive i.es bourgeois demo=
oratic content) be seen es somehow bearing within {4 the socialism that will
gsolve the problem of Catholio-Protestant working class unity? In both cases
events are enalysed not for what they are, but from slotting them into a pre=-
conoceived scenario of escalating anti~imperialism, leading to soclalist rew-
olution = and then reading backwards. '

Mis sort of scenariowthinking was established in the Trotskyist movew-
ment well before the theorisations of Frank and his co-thinkerss S

"One must be prepaxed first of all to enter the struggle, confident that
the logic of its development is infallibly that of the permanent revolution

and grasping at the firet handle offered by the situation (peasast ‘move=

monts, workers' strikes, or national demonstrations) to go with the
mapses, demonstrote with them and be the first ones against imperialieme

Even though they may ory at the same $ime, 'Long live King Farouk?,

'Long live Mossadeg', 'Long live Bourguibat', their second try will ineve

itably be against the trattor king, the traitor paschas, the feudal-

capitalist traitors, the ory of the Cairo demonstratorsr 'War and
 revolution'®, (Pablo, pe3d) - S -

But by being merged with such theory it has been systematised and
rationalised, : ' . _ -

TROTSKY 'S THEORY _

Let us look baok at Trotsky's formulation of the theory of permanent .
revolution. . ' : - S

From the 1890s on, there was a debate between Marxists and Narodniks in
Russia about the nature of the coming revolution. ‘The Narodniks said it was
gocialist. The Marxists said bourgeois. Troteky's theory started firmly from
the Merxist sides - . : ' ' :

"No one in the ranks of the Russian S0cial Democrais (we all called
ourselves Socigl Demoorats then) had any doubts that we were approaching a
a bourgeois revolution, that is, a revolution produced ty the contradiciion
beiween the development of the productive forces of capitalist society and
the outlivegcaste and state rolat onships of the pgiod of serfdom and the
Middle Ages. In the struggle againsti the Narodniks and the anarchists, I had
to devote not a few speeches and articles in those days to the .Marxist anale

ysis of the bourgeoie nature of the impending revolution™. :

The starting point for Trotsky's variant within the general Marxist
analysis was, however, that: , '

"The bourgeols character of the revolution oould not.... answer in
advance the question of which classes would solve the tasks of the demo—
oratic revolution and what the mtual relationship of thewe classes would
be', (PR' p.2—3) ' .
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Some years later, on Spain, Trotsky polemi?ised against Apdres_ﬂ:.n, who
interpreted ‘'permanent reyolution' as the asseriion that the rewolution was
’ soclala.::'"i: indres Nin began ‘pnis broadeast declarations with the following
thesis: '“the struggle that is beginning is not the struggle ’bejtw?en N
 bourgeois “demooracy and fascism, as some think, bu.t ?etween fas?lsm an
socialism'ess The socialist character of the zfe\rolutzon,-determa..ned by
the fundamental social factors of our epoch, -is not, bowever, given
ready-made and completely gusranteed. right from the begimming of r(.a:-t-l
clutionary development. No, from April 1931 onward, the great Sp?.nl;
drama has taken on the character of a frepublican’ and tdemocratic
revolutionssas The froblem still remains, and therein -lies _-:the whole
political task, to transform this hybrid, conﬁzsed,ha}f—bhnd and o on
half-deaf revolution into a socialist revolution. It 18 necessar:;'r net only
Yo say what is but also to know how to use 'what is' as one's. point of
departure™s {'The Spenish Révolution, p294=5)e - .
And in the Transitional Programme Protsky sumarised permanent revolution
with great conciseness: - ‘ : L R .
"™As a primary gtép, the workers must: be armed: -mth;thxs'democ;n'at;.c
programme -, agrarian revolution, national independencéy. constituent
‘aseembly/. Only they will be able o summon and unite the farmers.
On the basis of the revolutionary democrabic progromme, it is neoess—
ary to oppose the workers 40, the 'national® bourgeoisies Then, at a
certain stage in the mobilisation of the masaes under the slogans of
of revolutionary democracy, soviets can and should arise. Their histe
" orical role in each given period, particularly their relation to +the
National Assembly, will be determined by the political level of the
proletariat, the bond between them and the peasautry, and the characier
of the proletarian party politics. Sooner or later the soviets should
4 overthrow bourgeois democriacy. Only they are ¢apable ‘of bringing the
democratic revelution to & conclusion and likewise opening an era of
socialist revolution." ' L

_ What is the difference betweon this and the wvulgarised version of perw
manent revolution described above? The Trotskyist theory says: this is a '
bourgeois revolution. Organise the working class to fight for bourgeois demow.
cx_'_atio tasks in opposition to the bourgeoisie: on that basis win workers' pOWer.
The vulgarised theory says: this is a prooess of permanent r.eyolution, Support
the bourgeois nationalist first stage of it. Develop it. ' .

It will row over' into socialist revolution. Bourgeois democratic issues =
like freedom of trade unions, political parties etc - are not ve'ry importe .
ant here mince socialism is higher than bourgeois democracy. '

FORTY-FIVE YEARS ON

"In the summary of 'The Permament Revolutiom', Trotsky wrotes
- "™ith regard to countries with abelated bourgeois development,
especially the colonial and semi-colonial countries, the theory of the
perqla.nent revolution signifies that the complete and -,,ge_mzirie solution of
_their tasks of achieving democracy and national emencipation is conceive
able only through the diotatorship of the rroletariat as the leader of
the subjugated nation, above all of its peasant maeses™e (PR, ps152)
_ Following this, some comrades scem to argue that the LDCs must ‘'stand
still' with respect to bourgeois trsmsfesmntion - the elmination of pre—
capitalist survivals — until the proletarian revolution. To admit that
the colonies have won Butional independence, for example, is to deny Trotsky-
. ism,e . LT T T
-1 think this is wrong. Trotcky aleays wrote on a short time-spand He
was concwzned about the mvolutionary possibilties for the next period, not about
what would happen if those revolutionary possibilities were ‘defeated, a world sar
happened, and 35 years of capitlist development followed. ' ' '
_ - On Russia, Lenin repeatedly argued that there woxa two alternatives for
the country's bourgeois tremsformation: S - T ' '




"With the present economic. basisBzof the Russian Revolution, two main
liﬁeg of its development and outcome are objectively pbséil,alet

Bither the old landlord écomomy, bound as it is by thousands of threads
%o serfdom, is retained and turns slowly into purely capitalist, 'Junker?
eognomy.,. Or the old landlard economy is broken up by ;-evoluti;n,- which

- destroys all the relics of serfdom, and lar ; i
_ | landowners
place . n (DOCR, pe32) 2 ) ge _hip‘ in t.er first

The first alternative - the 'Prussian road' - surel also applis:
count:r_‘zea Trotsk;y wag referring to. In the 'Third Internaatribnal agzi;ezegnfhe
('I‘IAL,TPJ34); Trotsky refers to the possibility of the 'Bismarckia.n'wéy'. '
assesiz ‘1:: tilgc passage oited #% the beginning of this section as a basis for
onrs wfitie 8 todgy. would seem f.:o '.Ef'otsky, I'm sure, as wrong as using
13 1900, ngs Qn pe_zjmax.xen'lf_ revolution in Germany in 1848 to assess Germany

Whatever else capitalism can do, it carmot stand sti . |
class proves unahle to take the lead -:- as, mainly due tgt;iiliﬁafmheirogfinfn
the 1920a and 30s and 40s = then the bourgeoisie will transform soéiety in its
own way. The variant is mentioned by Trotsky in passings .

"Then the siruggle for national liberation will produce only vury partial
results, resul_{ts directed entirely ageinst the working masses". (FR, p.132)

.. The, fact, it seems to me, is that the whole Third World has had a bourgeois
revolution (winning national independence). Some countries have had internal
bourgeois_revolutions _(Mexioo is the clearest example: it seems to me to be the
one country in the world, after France, nearest to the 'morm' of a bourgeois
revolution). Others have been substantially transformed the *Bismarckian way'
(Brazil)s 411 these revolutions and 4ransformations are, to be sure, incompletes
But they have happeneds To await the perfect, 'complete! bourgeois transforma—
tion and to refuse to recognise any qualitative change until then, may appear
very 'intransigent's. But it is actually to dose our eyes o reality — and to
the basis for future revolutionary action. :

In many LDCs it olearly still makes sense to say that the immediate iesues are
thase of a bourgecis revolution. In others — especially the more developed
LDCs ~ such a view is totally misieadinge Trotsky's theory of permanent rew-
olution ig still a brilliant tool for understanding the relation between bour
géoig=democratic struggles and the fight for workers! power. But the theory

- was developed as an application of concrete analysis-in opposition to the
Merishevik - abstract historical schematism. To make it a new abstract hiator-_-‘
ical schema is to falsify its spirit. o .

" A4 useful check on the ideas developed above is provided by studying
Trotsky's writings on Mexico in the period of the Cardenas gosernment (19347
40), whichws the culmination of the revolution opened in 1910s --

1. He had no qualms about recognising it as a bourgeois revolution:
"phe Mexican revolution is now carrying out the same work as, foz_.' instanoce,
the USA accomplished in three quarters of a century, beg;‘._nn::.ng_.m.th the
- Revolutionary War for independence and finighing with the Civil War
for the abolition of slavery and for national unification",. (.Writrlngs
1937-8, p.359) N S
2, Hig attitude was warm sympathy to the bourgeois revolution amd its
bourgeois leaders against imperialism and internal reaction, coupled with a
rigid insistencd on working class independence. All his comments on Cardenas
are sympathetice Yet the Trotskyiste refused to vote for Cardenas' party
(dritings 1938-9, pe176)e And Trotsky most vehemently denounced Lombardo
Toledano, .who led the Mexican trade unions into political m_:ppor-h fo:F Cardenass
3, He argued against Mexico following the mode’.l_. of 'socialism_ in one
country or autarchy: ' o o o
"ihese notes may seem imbied with a very moderate, almost c?onserva.h:.ve
epirit in comparison to the high-flown, but alas empty formulations of the
programme [ﬁexico's second six~year pia‘.;g. We believe, however, that our



point of view is more realistic and at the same time more revoluiionary...
The peasaniry would understand @ programme of radical agrarian reform
«esand accept it much more warmly than this vague and verbose translation
of the official doouments of the Kremlin®, , . :
"Myrning one's back on foreign capital and spesking of volleotivisation
and industrialisation is mere intoxioation with words.." (and Trotsky
advocgtes inviting foreign capital on the ‘basis of joint enterprises and strict
controlsy (Writings 1938-9, p228,226), \ L

THE RILFERDING-BUKEARIN-LENIN THEORY OF INPERTALISM

The Frank-Wallerstein theory is quite different in subject matter, purposs,
and oonclusions from the theory of imperialism developed before end during
World War I by Hilferding, Bukharin end Lemin. It is therefore sonfused and -
confusing to defend ideas from the Frank-Wallerstein theory in the name of
tdefending the Leninist theory of imperialism'.

Lenin doeé, agitationally and polemically; refer to the plunder of LICs
by ACCs. But in his theory this 'import of révenue' is the flip-side of
'export of capital'. _ . . ' ' : ‘

He takgs the argument furthest when giving some credit to a speculation
of Hobson's: that Western Eurcpe would become a group of 'rentier states',
consisting solely of people living off dividends and service workers.,
(*Imperialism', p. 97). In fact the last 80 mears show that Hobson's
speculstion was ill-founded. - (Perhaps it flowed from Hobson ‘accepting the
notion - recurrent in bourgeois economics - of an absolute zlut of capital in
the A{)}CB, and thus underestimating the scope for further capital acoumu lation

. there). , - ' S o :

‘ But in any case this '$heorctiocal’extreme"’ was one in whioh the LDCs
would become industrially the mogt developed part of e world. For Lenin,
plunder i linked to development in the LDCs, not underdevelopment. '

' In#tead of geéiiyg imperialism énsentially as what one
country does to another {what the centre does %o the periphery), #the Hilferding-
Bukharin-Lenin theory tried to analyse imperialism as a system. .

_ Hilferding, Bukharin and Lenin posed themselves the problem of explaining
koy developments between 1880 and 1914: the rush for colonies, the drive

to war. They undertock to show that these were not more or less ssupcrficial
choices, but expressions of the latest stage of development of oapitalism

as a system,. : ' : o

Concentration and centralisation of capital had reached the point that
major industries were dominated by a few mono polies. Big sections of .
industry, also, were controlled by hanking capital: RBilferding calls this
development finanoce capital. ' ' -

These great concentrations of céapital seeck t‘_o' eipahd'their'opefations' '
across the globe, They seek markets, sources of raw materials, and openings
for investment. AR : - S

The leading capitalist'powers pursue policies of colonial cpnquest ‘t'o
clear the way for this capitalist expansion. By the early 20th cnntury the
world had been completely divided up; pressure for re—division meant pressure
for war., ’ . :

mic 1aid bare three fundamental motives for the conquest policies of
modern capitalist states: increased competition in the sales markets,
in the markets of raw materials, and for the spheres of capital 7
investment. This is what the modern development of oapitalism and iis
trangformation into finance capitalism has brought about. ; o
"Phoge three roots of the policy of finance capitalism, however,
represent in subsiance only three facets of the same phenomenon,
namely of the conflict between the growth of productive forces
on the one hand, and the mational! Timits of the nroduotion crganimation
on the cther.” ' _ '
. B £ ottt ar m . AOA Y
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Hilferding, Bukherin and Lenin wrote of imperialism as an epoch of
reaction and decay of capitalism. They meant that the period of the more or
less organic spread of capitalism was finished, to be followed by a period
of convulsions. A © S T

WPRor nine-tenths of the population of the advanced counirigsfor
hundreds of millions of peoples in the colonies and the backward
countries, this epoch {the previous one, 1871-1914) was not one of
‘peace' but of oppression, tortures, horrors that seemed the more
terrifying since they appeared to e without end. This epoch has gone
forever. It has been followed by a new epoch, comparatively more
impetwus,full of atrupt changes, catastrophes, confliots, an epoch that
no longer appears to the toiling masses as horror without eond but is an
end full of horrors." . AT : L
o  (Lenin, prefrce to Bukharin, p. 10)

Thg new cpoch, however,; was not one of stagnation.

"The extraordinarily rapid growth of world economy, particularly
in the last decades... the industrialisation of the agrarian and semi-. °
agrarian countries prooeeds st an unbelievably quick tompo...”
' : (Bukbarin, p. 28, p. 39)

"T4 would be a mistake 16 believe thet this tendency to decay o
precludes the rapid growth of capitalism. It does not... On the whold,
ocapitalism is growing far more rapidly than before; but this growth is’
not only becoming more and more uneven in gemral, its unevenness also -
manifests itself, in particular, in the doccay of the countries whioh are
richest in oapital (Britain) <. o

"The export of capital’influences and greatly accelerates the

. development of capitalism in those countries to which it is exported.
While, therefore, the export of capital may tend to a certain extent %6
arrest development in the capital~exporting countries, it can only do B0
by expanding and deépening the further development of capitalism
throughout the worlde.. . g ' _

"Capitalism is growing with the 7reatest rapidity in the coloniee

and in overseas countries. Among the latter, new imperialist powers
are emerging {e.g. Japan)..." : :

(Lenin, pe 117, p. 62, pPs 92)

This perception of the grcwth-of capitalism in the LDCs was, indeed, the
basis of lenin's argument on the importance of national liberation wtruggles:
with that growth of capitalism would come the rise of social forces capable

of leading bourgeois=demooratic révolutionary strugzles.
A NEW EPOCH? ’

To use a dogmatio reprodustion (or, more acourately, what is falsely
imagined to be a dogmatio reproduction) of an analysis of some 70 years ago
as an analysis of today is to reduce theory to a joke. To re-use, unmodified,
an account developed to explain colonial conquest, increased imperialist
rivalry, and the rapid beginnings of capitalism in the LDCs, as an expla nation
of de—colonisation, throe decades of US 'super-imperialism’, and alleged
gtagnation in the LDCs, is to substitute for Marxism the art of reciting
phrases. :

In a 1964 article Hamza Alavi argued that a now imperialisﬁ had replaced
" the olds ' - : : - S P

"To gum up, we £ind that the principal aim of neo—-colonialism or the
new -imperialism is not the export of capital ag a means of exploiting
cheap labour overseas. It is rather that of concentrating investment
at home to expand production in the metropolitan aountry and of aenking
to dominate the world markets..." ' '



- He presents a clear argument tha'esthe Hilferding-Bukharin-Lenin theory
wag relsvant for ita day but must be replaced by a new theory today. We can
acoept or reject this argument. What we should not do is accept his aoccount
of presant-day reality and spatchcock it together with phrases from the
(different) Hilferding-BukharineLenin account of the reality of 70 years ago.

ispects of the Hilferding-Bukharin-Lenin theory can be critioised in the
light of later evidence and discussion. Lenin, in partiocular, sometimes seems
to come very close to the 'underconsumptionist!/tabsolute glut of capital’
notions which he had himeelf sharply critisised in 'The Development of
Capitalism in Russia' (see 'Imperialism’, p. 60). This feature, I think,
helped nourish the 'catastrophism' of much post World War 2 Trotskyist
ecopomic analysis.

Yot the theory remains, I thmk, a rilliant eiample of Marxist gmthesis,
and an important guide and reference point for us today. The point is that it
cannot simply be applied as a ready-made answer to today's questions, any mere
than Marx's writings could be applied directly and unmodified to the capitalism
of the early 20th century.

A number of important new developments since World War 2, and some gince
the early '70a, have been outlined ahove.

1. After 1945, US 'super-imperialism's, Under this mnbi*ella, serious though
partial integration of west Buropean capitalism in EEC. After the early
708, increasing reviwal of inter-imperialist rivalry.

2 Botween 1945 and early '70s, rapid and fairly steady growth in ACCe -
through development, of new industries, and, to a serious extent,{Sutcliffe,
WSR 1) through capitalist 'filling-out' of countries like Japan, Italy,
Spain, France, W. Germany. Since early '70s - trend towards gtagnation,
especially 'in manufacuuring industry.

3+ Expansion of multinationals using different forms of 6perationr—' focusing
more on manufacturing and distribution than on direct uxploitation of
natural resocuroces,

4. Large-scale industrial capitalism in LDCs. Sinoce the ea.rly 1708,
' espaoially, development of some LDCs as ‘'sub~imperialisms' a:nd/or major
menufacturing exporters. Capitalist transformation of agrioculturein LDCs.

"

- ohaw

iy
!

Iz this a new era of ocapitalist developmeni? Yes. Or, more prec:.aely,
two new eras. It is 8o not only because of *objective' economic changas but
also because of the 'subjective factor'. The early Communist International's
view that capitalism had entered an epoch of convulsions was based not only on
economic analysis, but also on the existence and activity of the Commmnist
International itself - an international working-clags revolutionary army, its
cadres orgenised and eduweated over decades by the Seccond Internmational and
reorientated towards revolution by the CI. That army was soon disoricnted and
scattered hy Stalinism, but the prospect of regrouping large sections of it
remained (it seems 4o me) central to the thinking of the commnist (i.e.
Trotskyist )} movement up to World War 2. :

Since the late '40s (at latest) that 'subjective factor' has not existed.
It is being reconstituted. That liquidation of revolutionary working-class
political culture does not mean that revolution was off the cards in situations
like France May-June 1968 (there is no nre—set limit to how rapidly it can be
reconstituted in times of upheaval), though it does point to one reasvn why
the Frenoh CP was able to black that struggle.. However, when Trotskyiste have
retained the notion of an epoch of convulsions and revolutions, unchanged,
while being unable to identify the 'subjective factor', that has had grievous
consequences. Some Trotskyists have fallen into an idemtification of the mass
revolutionary working-olaass vanguard with Stalinist and other petty bourgeois
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currents; others have fallen into sectarianism, implicitly assuming a fixed,
constant mass semi-revolutionary workers' consciousness and identifying the
'subjective factor' with their own self—uxnan51on. Many have suffered from.
both aberrations. :

Some Trotskyists refuse to recdgnise a new enoch of capitalist development
after World War 2 on the gounds that to do so would undercut revoluticmary
politics by admitting that cap1tallsm had further scope to develop the

productive forcea.

Now it is a fact that capitalism has developed the productive forces
fester and more broadly since World War 2 than ever befors. If that does
undercut revolutionary politics, then as serious Marxists we are obliged to
reconsider our political conclusions rather than tomek ways of ignoring the
facts ar defining them out of existence.

But in historiecal experience and in logic, there is no reason to suppose
that a system of production must fall into stagnation before it is ripe for
revolution. That it should enter into a series of corises is indeed a
precondition. Modern capitalism has no lack of crises. DBut that the net
- result of the crises should be stagnation is not a rrecondition for revolution,

OPPRESSED AND OPFRESSOR NATIONS

Some comrades evidently see the essence of Lenin's theory of imperialism
as being the division of the world into oppressed and onpressor nations. If so,
it would be trite indeed., It took no great theoretical powers to see in 1914
that most of the world was either colonial powers (total population 437 million)
or. colonies (1006 million people), or semi-colonies (361 milliop people), with
only & few countries teing necither colony-owning nor colonies {290 million
people: all figures Lenin, 'Imperizlismt', p. 76)9 And anti-colonialist
agitation was a commonplace of socialist and radical-liberal polities.

Lenin's insight lay not in pointing out the obvious, but elsewhere:

"What characterises Bolshevism on the national cquestion is that in its
attitude toward oppressed nations, even the most backward, it considers
them not only the object but zlso the subject of politics. T“Bolshevism
does not confine itself to recognising their 'right' to self-determination
and to parliamentary protests against the traapling upon of this right.
Bolghevism ponetrates into the midst of the oppressed nations; it raises
them up against their oppressors; it ties up their struggle with the
strugzle of the proletariat in capitalist countries; it instructs the
oppressed Chinese, Hindus, or Arabs in the art of insurrection and it
assumes full responsibility for this work in the face of civilised
executioners. Here only does Bolshevism begin, that is, revelutionary
Marxlsm in actiona.."

(Trotsky, 'What's Next', p. 203)

. And thus theoretically::.

"Lenin... raised the national liberation movements, the colonial
insurrections, and wars of the oppressed nations, to the level of the
bourgeois democratic revolutions, in particular, to that of tha Ru531an
revolutlon of 1905",

(Trotsiy, TIAL p. 130)

That process of colonial revolution is now essentially over. The heritage
of the colonial period is still strongly marked. There is a'fairly clear
dividing line betwsen ACCs - mostly former colonial powers — and LDCs — mostly
former colonies. But if recognising that division is the hallmark of Leninism,
then the United Nationz are the best Leniniste of todaye.

On national struggles, Lenin argued for a concrete analysis against
those socialists who were content with the generality that we must be concerned
with class, not nation. Yes, we must always oppose nationalism ideclogically.
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But depending on concrete circumstances a national struzgle may be a fight for -

conquest and plunder, or a bourgeois~democratic liberation strugsle.

To replace the demand for o concrete analysis by a ocrude classifiocation
of capitalist countries into two aroups - 'oppressed' and 'oppressor?, or
whatever else we want to call them - and {the rule that we must always side with
the national struggles of the oppressed group, is to negate the spirit of
Lenin's argument. It mcans losing political independence in relation to the
bourgeoisies of the countries which ~ by whatever index: size of debts, average
inoome, telephones per head, or any other figure dragged in %o suit the argument
~ win classification as oppresscd. Whencwer they undurtake an exercise in
national self-assertion, we are committed to support them for what they are ara -
{an oppressed na.tlon) rather than what they are doing. We are " comui tted to to
take their word for it.

For Lenin, and indeed for Trotsky, writing in a period when colonialism
dominated the world, the possibility of a 'national' struggle led by a colonial
bourgeoisie which would not be a fight for liberation was, realistiocally,
remote, Nevertheless they gave no blank chequ 8 (see Cleary's article in WSR 2),

Lenin, for ex_ample, congistently classified Turkey as a 'semi-colony'.
Yet the Communist International's 'Theses on the National and Colonial Question!
(1920) called for vizilance against Turkish imperialism. Conflicts had to be
assessed conaretely, not merely in terms of broad classificat:.ons of the countries
conoerned,

National strugsles can be fights for conquest and plunder; bourgeois-
democratic liberation struggles; or parochialist, backward-looking emterprises.
The Fourth International argued during World War 2 that there was a real national
liberation struszsle in Fraonce: they based themaslves on"I'rotsky's oomment that,
"In the wake of a number of othur and smallor European states, France is being
transformed into an oppressed nation® (Writings 1939-40, p. 296). But there
was no question of regarding De Ga.ulle s struzgle as a propressive bourgeoise
demooratic liberation struggle. In general national strugzles of that sort
are not possible for the monopolist, world-dominating bourgcoisies of the big .
iCCse Thus their national struggles ara a.lways of the first or third type:
rapacioug or parochialist.

That is the reason why the Canadian struqgle agamst s 1mper1a115m" ¥
or the fight for 'economic independence' for Justraliej or the Jritish 'national
liberation struggzle' called for by Bemn; or the drive for Scotland to have
*Scotland's oil' to itsclf; or the movements in France againet 'English-language
imperialiam', are all reactionary., It is not that thepe ocountries are not
dominated by the US, They are. There may even be ggnuine national questions
involved (US military bascs imposed on Japan and W. Germany by unequal treaties;
the powers of the British monarchy'iri dugtralia, used as recently as 1975 to
depose the elected zovernment there; etc.). The point is that in countries
where bourgecis development is beginning to meke its way against feudal or
other pre-capitalist structures, a fight for national independence is, or can
be, intertwined with a bourgeois-progressive social content. Where there
bourgeoisie is not only supreme in its own country, but hes become a world power
on some scale,or another, nationalist agitation can only cover a reactionary
gocial content,

As the bourgeo:.s:tea in the LDOs bhecome sirmger in their own territories,
- and even develop predatory ambitions elsewhere, the possibility of them _
conducting(however irresolutely, weakly, etc.) progressive brurgeois-~democratic
liberation struggles decreases. Such struzgles do still ocour: But LDC
bourgeoisics alsc conduect 'national' strugeles of the predatory or parochialist
sort. Only concrete analysis can provide a basis for political judgement

on any particular struggle.
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KIZRON'S THEORY :

Comrade Smith (IB 15) has denounced my views on imperialism as similar to
those of Michael Kidron, a former 1ead1ng theorist of the IS/SWP

The method used in this denunciation is, I would argue, bad, Suppdse
my views are the same as Kidron's. That proves nothing against my views
unleag it is first shown that Xidron is wrong on the issues in question.

If the refercnce to Kidron served to call to readers' minds a well-imown
set of arguments developed against Kidron which would equally apply against
my views, then it would be reascnable. In fact it is not true that a clear
oritique of Kidron is part of the intellectual common stock of the orgemisation.
The reference to Kidron serves not to mobilise well-known arguments, but
(demagogically) to mobilise prejudices and traditional faotional hogtilities.

In fact my views are not the game as Kidron's, and no ‘serious effort is
made to show that they are. Comrade Smith simply excerpts a paragraph from me
and a parapraph from Kidron, and asserts that the idas are the same.

One thing I do have in common with Kidron as against cd. Smith, and that
ip an attempt to start from studying the facts of the present day and to
understand what is new in the situation, rather than to rely on manipulating
quotations from analyses of 45 years agd. Bey-nd that, the arguments developed
in this article divergze sharply from Kidron's. Let us review Kidron's
arguments.,

Kidron's views on imperialism ar: (or, rather, were - they have been
disavowed, in different ways, both by Kidron himself, in his 1977 article, and
by Duncan Hallas for the SWP) part of a coherent whole, integrated with the
theses of state capitalism, the permanent arms economy, and deflected permanent
raevoluticn.

The modern world (so the argument runs) is domlnated by military
competition between nations-states. As a result of its involvement in that,
a drive for competitive accumulation dominates the US3R and defines its
economy as state capitalist.

In western capitalism the permanent arms economy acts as a stabliliser.
The original version of this thesis was, as Kidron himself points out,
"heavily Keynesian". Implicitly accepting the Keynesian view that the
fundamental cause of capitalist crisis is lack of market demand (due to . ...
insufficient propensity to consume and propens1ty to invest at a given level
of 1ncome), it proposed that the demand created by the state throush mlltary
spendlng would (to some extent, for some tlme) fill the gap.

Later the permanent arms cconomy theory "underwent a marxist conwversion®
(Kidron 1977). Relying on the fact that the organic composition of capital
in sectors which produce neither wage goods nor meana of production does not -
affect the overall rate of profit, it was argued that arms spending provided
& drain whercby capital accummlation could proceed without activating the
tendency of the rate of nrofit to fall.

~ The ideas on imperialism rested fundamentally on the 'Kenmsian' version
of the permanent arms economy theory. The economic fundion of imperialist
export of capital was internreted fundamentally as providing a 'drain' for
capital that would otherwise be surplus in the ACCs. With the PAE providing an
alternative drain, such export of capital was no longer necessary for the system.

The LDCs were also less and less 1maortant to the ACCs as .raw materlal
suppliers, because of new technologies, use »f substitutes, etc.

In short, imperialist exploitation of LDCs was no longer necessary for
ACCs, and that explained decolonisation. However, the LDCUs were left crushed.
and battered in the world of military competition between nations-—-gtates.



"The societies maimed and shatfﬁied by the imperialist explosion of
the last century are again being maimed and shattered - by the growing
economic isolationism of the west ﬁan imperialist implosion as it were)..."
\ Kidron, 'Western Capitalism', p. 10)

The conclusions were similar to those of the standard 'centre/beriphery'
argument on the underdevelopment of the 'periphery' —~ with one modification.
Rather than China, Cuba, etc. being pointed to as exmmples of development,
to contrast with the general underdevelopment, it was argued that they shared
in the underdevelopment. In such countries there had been a process of
'deflected permanent revolution', whereby petity bourgeois grounps presented
themselves as the banner-bearers of socialism but actually installed state
capitalism - which, within the capitalist world economy, could offer no way out.

" What is wrong with this theory?

1. Military competition is not the same as oapitalist competition. It is
indecd a feature of many pre-capitalist societies. It would also be an
imprtant pressure on a. healthy workers' state in a capitalist enviromment.

International mressures of military competition in any ocase do not fully
explain the internal dynamios of the US3R. And in relation to more lightly
militarised Stalinist states {e.g. China), IS/SHP writers have generally
abandoned any attempt to argue from militery competition as the dominant
factor, instead relying on generalities about the bad position of the
working class.

2. The 'Marxist' version of the permanent armg economy theory is plain wrong.
The argument that increascs in the orgenic composition in the arms seotor
do not in themselves depress the overall rate of profit is, I think, true
(despite objections from Yaffe, Mandel, etc.). But capital acoumulation )
has taken place - and very ranidly - in other sectors too. Why should that
happen without the organic composition increasing there?

Moreover, to the extent that surplus is channelled into state spending on
arms, the net industrial rate of profit will be roduced. (For some empirical
evidence relevant to the latter point, see Smith. For the whole argument,
see Semn).

3+ The 'Keynesian' version of the PAE theory has more truth in it than the
"Merxist' version. State spending (though not just, nor even mainly, arms
spending) can act as a stabiliser. But only within narrow limits (there
is a big Marxist literature on this). 4nd even if it is a stabiliser,
that does not explain rapid growth. - :

4. To see imperialist export of capital as a 'drain' siphoning off capital
that would otherwise be excess is, I think, a misleading way of viewing the
question - though certainly there are nassages in Lenin's 'Imperialism®
which lend themselves to this interpretation.

Capitel does not necessarily exhaust all domestic openings for investment
before turning abroad. Capitalism is not a system composed fundamentally of
national units, with flows betwsen those units generated only by the excesses
and imbalances within them. Export of capital is not an overflow, It is, as
Bukherin argued, nart of an international process of self-expansion of capital.

In any casc, capital can be surplus in.a LDC as well as in an ACC.
Capital becomes surrnlus, not because of the absolute level of development
of an economy, but in relation to its tempo of casitalist development.

. High levels of capital export from a c¢untry may be agsociated with low
investment in that couniry - or, equally, with high home investment. (See, for
example, figures fer Britain 18651913 in Barrat Brown p. 176).

Thus the argument that export of capital is no longer necessary for the
40Ce falls down. And in fact export of capital to the LDCs in recent decades
has been pretty rapid. Export of capital hetween ACCs ~has been even more
rapid - and that gives rise to the figures for the apparent declining
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- importance of foreim investment in LDCs which can be used to bolster Kidron's
case.

B+ Magdoff argues in detail that LDC sources of row materials are still
important for the US {esnecially for arms production). But the 'oil crises’
of the 1970z surely settle this debate anyway.

6. Logically, if military competition defines the 'SSR as state capitalist,
then that same competition {(and not any internal factors) also defines
the economic character of the US3R's competitor, the US. Indeed, every
gtate is state capitalist. : g

IS/SWP has long vacillated between this conclusion (drawn explicitly
by Kidron, 1977) and the notion that the state capitalism of the USSR, etc.,
"is something quite different from the capitalism of the west., But the argument
that military competition Aefines a world of state capitalisms also leads to
the conclusion that so social revolution is possible unless it hanpens
simltaneously in at least a large chunk of the world. Revolutions in LDCs
(and perhaps in ACCs?) are bound to end, under internatiopnal pressure, in
state capitalism.

.~ This fatalistic conclusion is completed by a rejection (more or less out
of hand, with references to Trotsky) of the notion of bourgeois revolutions in
the LDCs. '

It was expressed most dramatically in a celelrated controversy in the
late '60s, When the ex-Trotskyist LSSP joined a bourgeols coalition government
in Ceylon, Michael Kdron wrote an article deploring the L3SP's action but
commenting that unfortunately there was nothing much that socialists could do
in countries like Ceylon anyway. Some leading IS/SHPers (then under
congiderable pressure from the Workers' Fight tendency within IS) sharply
dissociated from Kidron. But he had the logic of their common theory on his
gide. :

WARREN'S THEORY

Kidron's argument, as we have seen, differed esscntially from the -
- conventional oentre/periphery argument not in its assessment of the underdevelop~
ment -of the LDCs, but elsewhere. '

Another post—imperialism argument by Bill Warren started off from
presenting facts on the capitalist development of the LICs. I -think it is
undeniable that Warren's initial 1973 article had a healthy impact in foreing
Marxists to re-think the Tconventional Tacts', But the further theorisations
by Warren - a member of the Comrunist Party and then of a Stalinist-Kautskyist
pect, the British and Irish Communist Organisation - are not very useful.

Warren's argument is completely trapped by the thesis he is arguing .
against. On point after point he says no where the oentre/periphery theorists
say yes, yes where they say no. This makes his acoount a contradictory
jumble. '

~ Example: centre/periphery theorigts say that colonialism hindered the
development of the colonies, also that the removal of formal colonial rule -
has not removed those hindrances, -Warren rerlies that colonialism helped the
development of the colonies — and that the end of oolonialism helped even morel

-Example: centre/beriphery theorists attack the social and cultural effects
of colonialism and imperialism. Warren respons with a vigorous defence of the
historically progressive role of bourgeois culture - yet has little but soorn
for a major exam;le of that progressive role, the self-assertion of the ox—
colonial neople through bourgeois national struggles.

Eb:é.mple: Gentra/periphery theoriste say that imperialism gencrated under
develorment - using 'underdevelopment' as a term 4o cover hoth lack of‘
capitalist development, and unevenness of that development, and mass misery
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within that development. Yarren reslies thet imnerialism gencrates develogfent
- meaning growth of capitalism, and increasing evenness of devclopment, ép |

- jncreaged social welfare. o ) S B
1P céntre/pefiphery theorists in  some ways parallel;the Nar9dn1ks in
pre-revolutionary Russia, Warren perallels the Legal @@rxlsﬁg._ L;kg th?? he
paints the development of capitalism in the most glowing golours, not only

recognising it (as Marxists must) but effectively praising and advocating it".:

- Everything;that-pointshto gapitéiiét'progfesé'in the LDCs is played up,.
the other side of the picture is played down. -

If you read closely, there are qualificadtions and reservations. But the
drift of Warrcn's argumont is that the world is moving towards more even
development, with imperialist relations of eqonomiq ddminaiinn_belng~weakqn§d.

The facts cited esrlier in this article do not permit such a conclusion.
Capitalist development is becoming more uneven.- He)ggx see Tajor :eshuffl}ngb
of the imperialist hierarchy and the “emergence of new imperialisms. The -
tend of imperialism' is not foresecable, this side of the socialist
revolution, ' T e BT : : R

" 'he -comparative weakness of LDC states, in an epoch when the state is
central to capitalis% develonment, and the. comtinued gstagnation of agriculture
in the LDCs (linked to continuation of, or only limited transformation of,.

_pre-capitalist forms), are surely key features of capitalist uneven development
and imperialism today. Yet they are hardly mentioned by Warrem., He = -
notes briefly that "igriculture has failed.,.® in the LDCs (his book, D. 236},
but rapidly moves on to speculations about fayourable prospects for LDC
agriculture in the future. SR '

FIGHTING IMPERIALISH

The Communist International was the first socialist movament seriously
to "penetrate into the midst of the oppressed nations! and.organise the workers
of the LDCs on a class hasis. The Stalinist degeneration of the CI rapidly
tronsformed the CPs of the LDCs into instruments of petty bourgeois naxionglist/

populist{politics, sometimes into instruments of the creation of new Stalinist
gtates. ‘ : ' '

‘Over the last few years substantial sections of workers in South Africe
and Brazil have broken from the Stalinist-populist-nationalist net, and
begun to organise conseciously on an independent class basis: What vicissitudes
these workers®' organisations will go through, and how quickly workers in the '
other LDCs will follow them, we canmot tell. Bat they represent our hope
for the future, in terms of a serious fight against imperialism in bthe LDGs.

Our job is to help,-dnd, as a_preéqndition, to understand.
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