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Marx and Engels in the Communist Manifesto stressed the importance of

capitalism - as distinct

which the drive to the expansion of capital reaches out beyond national
boundaries, engulfing, embracing, dominating previously secluded parts of

the world.

AY

from feudalism - as a world economic system, in

"The need of a constantly expanding market for its products chases the
bourzeoisie over the whole surface of the globe, It must nestle everywhere,

=

settle everywhnere, establish connections everywhere.

nThe bourgeoisie has through 1ts exploitation of the
cosmopolit an character to production and consumption in

world market given a
every country... All

] “QOverseas Production™ of the Major Capitalist Countries
Overseas production as | Overseas production as
% of exports in 1971 % of GDP in 1971 F -
U.s. 396 22 { Foreign-owned capital
UK. 215 50 : 1967 1976
France 94 16 World value of foreign- :
West Germany 37 8 ~owned capital (S ba.) 105 287
Switzerland 236 73 K -
Cariada 58 15 Percentage division by
country of origin (%)
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et ) ) op 11 capitalist
Belgmu & L. . 52 . 23 - countries 96 94
Source: S. Aaronovitch, R. Smith, The Political Economy of British Capitalism, p.208. The rest 4 6
Use of Commercial Credit by'ﬁa;! bi_l-Exporting LDCs, end 1975 i
(USS$ thousand mxlhqns) Percentage division by
country of investment (1975)
Liabilities to commercial banks Canada . 18 I3
All banksa US banks® USA 9 1
UK 8 g
W.Germany 3 6
Brazil ! ? All developed
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6 Of which: OPEC 9 6
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Colombia 16 13 '
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China, Rep. of 2-1 1-8 orations in World Development, 1978.
Turkey 1-0 n. a.
Philippines 2:0 1-8
Thailand 1-2 0-8
Zaire 0-8 n.a
Subtotal 466 316
Other countrics 12-7 69 -
Total 59-3 385
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old-establisned national industries have-
destroyed. They are dislodged by new ind i=

a life and death question for all civili natinsns, by industries that no
longer work up indigenous raw material, but raw material drawn from the
romotest zones; industries whose products are consumed, not only at home, but
in every quarter of the globe,..

teen destroyed or are daily being
striss, whose introduction beccnmes
ed

u
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"The bourgeoisie, by the rapid improvement of all instruments of production
by the immensely facilitated means of communication, draws all, even the most
barbarian, nations into civilisation, The cheap prices of the ‘commodities
are the heavy artillery with which it batters down all Chinese walls, with
which it forces the barbarians' intensely obstinate hatred of foreigners
to capitulate., It compels all nations, on pain of extinction, .to adopt the
bourgeois mode of production; ‘it compels them to introduce what it calls
civilisation into their midst, i.e. to become bourgeois themselves. In one
word, it creates a world after its own image." (C. Manifesto Ch.I, Peking ed,

s

Yet Marx and Engels were writing of what was still an early stage of
capitalist development. At the forefront of that development were the rapidly
industrialising countries of Western Furope and the USA. As they drove out-
wards into the colonial territories of Africa and Asia and into the formallr
independent countries of Latin America, they did so from an advanced level
of capitalist development sustained on the basis of an already developed
domestic markst at home., They opened up the colonial and semi-colonial
countries as sources of raw materials and cheap labour, =nd as vulnerable
markets for the commodities of mass production industries based in the advanced
metropoles.

But even while this development was taking place - singling out certain
particularly rich areas of natural resources, or large potential markets for
substantial investment and exploitation, while largely ignoring others -
capitalism continued to develop within the advanced industrial countries, And
the free competition between individual manufacturers examined by Marx and
Engels became transformed -~ through a process of economic 'natural selection!
of the strongest and an increasingly conscious banding together inte cartels
of the most powerful employers - into monopoly capitalism. Lenin, writing in
'Imperialism, the Highest Stage of Capitalism', made the point that

"This transformation of competition into monoroly is one of the most
important - if not the most important -~ phenomena of modern capitalist
economy." (p.li) -

Favourably quoting a contemporary bourgeois economist, Hermann Levy,
Lenin's book puts down this drive to concentration of capital and monopoly
in the main to the size and high technical level of capitalist enterprise,

"This for one thing is due to the great investment of capital per
enterprise, which gives rise to increasing demands for new ca»ital for the
new enterprises and thereby renders their launching more difficult". (p.l7)
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Lenin shows how this is a new situation, a distinct staze in capitalist
development:

"Half a century ago, when Marx was writing Capital, free competition
appeared to the overwhelming majority of economists to be a "natural law",
Official science tried, by a conspiracy of silence, to kill the works of
Marx, who by a theorestical and nistorical analysis of capitalism vroved

that free competition gives rise to the concentration of production, whicn
in turn, at a certain stage of development, leads to monopoly (...) the rise
of monopolies as the result of the concentration of production, is a general
and fundamental law of the pres:snt stase of cavitalism.” (ppl?7-18)
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He goes on to trace the principal stages in the history of monopolies:

"1l) 1860-70, the highest stage, the apex of development of free competition;
monopoly is in the barely discernible, embryonic stage.

2) After the crisis of 1873, a lengthy periodof development of cartels, but
they are still the exception. They are not yet durable, They are still a
transitory phenomenon.

3) The boom at the end of the nineteenth century and the crisi's of 1300-03
Cartels becams one of the foundations of the whole of ecnomic life. Capitalism
has been transformed into imperialism.”" (p.20)
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Alongsi de this process of concentration, combination, conglomeration of
industrial capital and its productive forces, came a similar concentration of
banking capital, and an increasingly closes link between the two sectors in
the form of finance capital:

"As banking develops and becomes concentrated in a smaller number of
establishments, the banks grow from humble middlemen into powerful monopolies
having at their coumand almost the whole of the money capital of all the
capitalists and small businsssmen and also the larger part of the means of
oroduction and of the sources of raw materials of the given country and in a
number of countries. This transformation of numerous humble middlemen into a
handful of monopolists represents one of the fundamental processes in the
growth of capitalism into capitalist imperialism..." (p.31)

The handful of monopolists gained vower not only witain their "own"
national capitalist environment, but, throusgh the expansion of the world
vanking system, they began also to draw in rich profits from international
loans, Lenin guctes from a german banking magazine which declared proudly
that

"There is not a single business of this type within the ccuntry that brings
in profits even approximately equal to those cobtained from the flotation of
foreign loans." (p.63)

Just as their flying start and the increased scale, concentratiocn and
technical sophistication of capitalist production served to consolidate the
predominance of the advanced mpitalist countries, so their vast pools of
finance capital opened up important possibilities to extend their exploitation
and control on a world scale., Lenin wrote:

"...England and France are the oldest capitalist countries, and, as we
shall see, possess the most colonies; the other two, the United States and
Germany, are leading - capitalist countries as regards the rapidity of
development and the degree of extension of caoitalist moncpolies in irndustry.
Together, tnese four countries own 479 000,000,000 francs, that is, nearly
80% of the world's finance capital., In one wdy or another, nearly the whole
of the rest of the world is more or less the debtor and tributary of these
international banker countries, these four "pillars®" of world finance .capital.

"Tt is particularly important to examine the part which the export of
capital plays in creating the international network of dependence and
connections of finance capital.!' (pp7l-72)

Through direct investments, through laans and a variety of Jjoint venture.
operatisns, the imperialist monopolies and banks began to drive their claws
more deeply and lastingly into the colonial and semi-colonial countries

It was in the comgzetition for the profits and power deriving from a
redivision of the world betwesen the imnerialist n»owers that Lenin traced the
drive to war, which made imperialism the epoch of wars and revolutions,



”Can*tallsm ha~ grown 1nto a world system of- -CO 1on:.al “orpression and of
tbe fwnanc1al strano‘ulawoh of the overwheiming msjerity i the oonulatlon
of the. world by a handful ‘of 'advanced? countrles. And ‘this Toooty! is shared
“bétween: twg. or thres. querlul wc*la marauders’ arm ved to. the teeth (Amer;ca,
~Great’ B;ltaln, uanan), xha involve the whole wordd in their ‘war over the
sharing of thelr booty. (PreLaCe to *rencq -and Germah’ -edy) -

"Immnrlallsm is- tna n1mhe°t sta ge'in the: dnvelonmen?,oL caoiyalism, -
reacqed oLy ln‘tqe twentleth cemtury. Casitalism now ¢1nds the 0ld national
state w1uhout the format tonof which it could not have: overthrown feudalism,
~too. tlsﬂt for i%: Cacluallsm has develoved concentration to such adegree

that. whole branehes of industry have been seized by syndlcatea, trusts, -and
.aSSOGlatlQnE of: capitalist" bllilonalres, ‘and:.almost ‘the -entire. g*obe has’
been divided up' among the-}lords of cavltal', either in the form of colonies, .
Tor by emmesh;ng other countries:in ‘thousands of -threads of finaneial’ exploit-" =
atlon...‘r;om the llnerator of- rations that: canltal smwas in the szruggle_ui :
against feudallsm,'lm“erlallst capitalism has become -the-greatest 0pDressor .
~of natlons." (Lenln "Soc1al1sm and War') s : 5 L

CFrom thls pattern of, develonments arise a number o f elements whlch a i iy
cruc;al “to understand as. a baQLk for the develcpment of ‘the FarXLSt programme
ln the enoch.of 1m0er1allsm. : : i

it kl) Tbe early lndustr1a1lratlon of the. ”advanced" Ca"lt&TlSt countrles,.and
oo their: deVﬂlonmeﬂt o il large—ccale and sovnlstlcated technlques o fomass i
production before  the soread of:: caﬂitallst producticn . into-~the: colonial and -
semi-colonial-world, is-a key compdnent of the. procass which’ LrOtSkJ termed
”cmmblned and uneven develooment" SE A i

The ”unevenness" dlc ‘not Dr;marlly refer to the Cﬂrcentratlon of imveri-.
alist investment in a few, resource-rich centres (su¢h as Airgentina) to the
-exclusion” of vast colonial territories w’ hich. were largely ignored,.. The .
‘development was uneven,. because while the latest techniques and themain forces
of monopoly capitalist production and finance capital were concentrated in
the "advanced” countries,-in the largely agrarian colonial and semi-colonial
countries, feuddl’ and precapitalist relations of production continued on a
vast. scale, Development was "comowned" 1n that pockets of nighly modern,
broductlve 1nvestment in-planty eoulfment transport -and communications A0S
could be found in ‘the most backward economic environment - such as Russia -
arising - from, the drive by the imperialist monopolies to harnesg the‘re=ources
‘and caoture tqe markets of the less developed cnuntrles. Pre-capitalist~ B
relics; the mos@ backward -economic structures and the most modern, aggres s1ive
“technology were . thus:thrown together ‘in ungainly, unwieldy combinations in
sections of Eurqpe, 4sia, Africa and “atin America, Vast Ueasant nooulatlanslA
“continued” their.unending toil in fields.and plantations ‘while nearby large
modern, ruthless factories and extractive industries, often funded by
foreign capitaly, sucked in & layer of peasants and churned out a“new layer
of industrial nrcWetarlan as a _by-product of industrial productiocn, .

The pace and brutality of this change -~ which following the bourgeois
“revolution had-taken nearly two centuries in Bfitain and decades of social-
and political transformation in Burope and the USA - was a major factor in the.
rapid emergence and radicalisation of the small, young but ecnomically _
‘decisiyve Russiah proletariat, And on a lesser,’but increasingly significant
scale, similar cowmbined and uneven development continued- across ‘the 'Third
World' =.and 1ig still taking shape to some oxvent today.
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2)' ‘The penetrati~n .of advanced cé\italism into a range of colonial and semi-
feudal states ralaed a . new and acute. p¢obl°“ forfthegﬁarklst‘wovam:qt :

L EPaaiti onally, hEd: been upderstoo hat thﬂ cozxnletion of -the. bouroeols,
revolutlﬂn breaalnw ‘the grip iof pre- Caﬁltallmt 1nst1tutions,fana clearing.
_the_paha er;VQerunfetterﬁq,devalopmenp of. caeital ispy, Was-.a:necessary
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preliminary stage before socialist revolution could be placed on the agenda.
According to this view, the natural leading element of the bourgeois
revolution was the liberal bourgeoisie - that section of the capitalist class
most countervosed in its aims and needs to the old autceratic and feudal
regimes, The task for socialists, according to this apgroach, was to support
the liberal (national) bourgeoisie in its struggles for regorm, wihile seeking
to defend the working class against the worst excesses of the liberal
bourgeoisie. But with the opoportunist dezeneration of the Second International
and the development of imperialism, this approach became crystallised in the
reformist class collaboration of the Russian Mensheviks,

In opposition to the Mensheviks' line, Lenin argued that the conservatisnm
of the liberal (national) bourgeoisie, as a class tied by material interests
both to the landowning classes and to imperialism, meant that 'the only way
of forcing through the democratic programme of the bourgeois revolution was
through an alliance of the working class with the peasantry., Jointly thess
two oppressed sections of feudal society would wage the struggls for their
democratic demands and, if successful, would establish a "democratic
dictatorship of proletariat and peasantry". From this standpoint, Lenin
argued against any sacrifice of proletarian political independence to the
lieberal bourgeoisie. But Trotsky went one step further, and highlighted the
ambiguity of the "democratic di¢tatorship" formula, which left open whether
the dictatorship would in practice be in the hands of the peasantry or the
working class - whose interests were by no means identical.

Underlining the reactionary character of the "liberal' bourgeoisie (whose
links to the old order and to imperialism meant that their opposition to the
working class outwighed their commitment to the democratic revolution) and
the lack of any political independence of the peasantry (which as a small
property-owning class is torn between the conflicting pressures of the
bourgeoisie and the proletariat), Trotsky insisted that the only mechanism
for the completion of the democratic revolution was the dictatorship of the
proletariat:

"OQur bourgsois revolution could solve its tasks radically only in the
event that the proletariat, with the aid of the multi-millioned peasantry,
proved capable of concentrating the revolutionary dictatorship in its own
hands.,” (Introduction to First (Russian) Edition of Permanent Rev8lution).

This, insisted Trotsky, was not merely a pipe dream, but a material
possibility even in backward Russia, where the working class was such a tiny
proportion of the population. Because of the impact of the process of combined
and uneven development, and the peculiar development of the Russian econony,
the proletariat could, with revolutionary leadership, acquire a weight and
influence disproportionate to its numbers.

"There is no doubt that the numbers, the concentration, the culture and
the political importance of the industrial proletariat depend on the extent
to which capitalist industry is developed., But this dependence 1s not direct.
Between the broductive forces of a country and the political strength of its
classes there cut across at any given moment varidous social and solitical
factors of a nationsl and international character, and these displace "and
even sometimes completely alter the political expression of economic relations.
In spite of ths fact that the productive forces of the United States are ten
times as great as those of Russia, nevertheless the political role of the
Russian proletariat, its influence on the politics of its own country and
the possibility of its influencing the politics of the world in the near
future are incomparably greater than in the case of the proletariat of the
United States.” (Results and Prosvects 1905, in PR p.1l97).

Trotsky's theory developed further than had Lenin the crucial leading
role of the revolutionary proletariat, and the need to reject any notion of
a transitional "stage" in the revolution mid-way between the old regime and
the dictatorship of the proletariat:



"fhile the traditional view was that the road fto the dictatorsinip of
the proletariat led through a long period of democracy, the theory of
permansnt revolution established the fact that for oacxward countries the
road to democracy passed through the dictatorship of the proletariat. Thus
democracy is not a regime that remains self-sufficient for decades, but is
only a direet prelude to the socialist revolution., Each is bound to the
other by an unbroken chain, Thus there 1s established between the democratic
revolution and the socialist reconstruction of scciety, a permanent state of
revolutionary development." (PR p.8)

This t eoretical appr ach - vindicated in the experience of O
was central to Troisky's battle against the Stalinist degenera
Comintern, and to the wogrammatic stance of the Fourth Lntern
a loug~stand*nv and continuing importance in the context of cour
uneven and combined capitalist development in which the compleiion o
bourgeois democratic revoluticn or the solution of democratic tasks form a
central component of the struggles of the oppressed masses, It 1s the polar
opposite of popular frontism and reformist concepts of fixed "stages” in the
revolution., And it is integrally linked to the understanding of the economic
aspects of the epoch of imperialism,

m ct

3) The global reach of csaitalism in the age of imperialism, its crsation

of an international revolutlonary class, and its uneven development in the
colonial world each serve to underline the necessity for an internationalis.
orogramme of revolution., Most inescapably and obviously in backward economies
such as Russia and the colonial and semicolenial countries, "The socialist
revolution begins on national foundations - but it cannot be conmpleted

within these foundations' (PRp.9).

But if imperialism lays down an international challenge, it also lays a
material basis for world revolution, In its transformation into international
monopoly, capltalism socialises the means of production, establishing a system
which Lenin describes as objectively a transition from 'free trade! capitalism
to socialism

"Capitalism in the imcerialist stage leads right up to the most compre-
ensive socialisation of oroduc+lon' it, so to speak, drages the capitalists,
agalnst their will and consciousness, into some sort of new social order, a
transitional one from complete free competition to complete socialisation,

"Production becomes social, but appropriation bemains private, The social
means of production remain the private property of a few. The general frame
work of formally recognised free competition remains, but the yoke of.a few
monopolists on the rest of the population becomes a hundred times heavier,

more burdensome, and intolerable," (Imperialism - p.25)

In preparing for revolutionary action against the imperialist bourgenisie,
the working class is reaching out for the ownership and control of the
ianmensely concentrated ecrnomic institutions of power, reaching far beyond any
particular imperialist country. Indeed the same general lines of development

traced by Lenin can be seen to app ¥y also in many of the ex-colonial and
semi-colonial countries today, where in the absence of a sufficlently -dev~
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Qiﬁﬂal national bourgeoisie to carry through the concentration of monopoly
enterprise, the state has taken charge of banking operations, providing an
industrial infrastructure of communications and utilities or even sponsoring
the growth of whole industries - all carriesd out in the interests of a small
handful of capitalist or proto-capitalist rulers closely tied to international
imperialism.

4) From this analysis of the global reach and the oppression and exploitation
of the backward countries by the advanced imperialist bourgeoisie, is derived
the particular Marxist understanding of the struggle for national self-determi-
nation., Self-determination is of course a component of the bourgeois demo-
cratic programme, and one shich - so often - the "national" bourgeoisie has
shown itself incapable or unwilling to sscure in a struggle against imperialism,

The Leninist approach insists on the incorporation of the right of self
determination of oppressed nationalities in the programme of the proletariat
of both oppressor and oppressed naticns, and simultaneously opposes the
ideology and class collaborationist politics of bourgeois and petty bourgeois
nationalism,

Recognising that in the imperialist countries, which profit from the super-
exploitation and oppression of subjected peoples, or which justify the
continual subordination of nations by reference to racialist and chauvinist
ideas, sections of the more privileged and conservative workers and the entire
reformist bureaucratic apparatus of the labour movement reflect the chauvinism
of the bourgeoisie, Marxists while opposing all forms of nationalism,
recognise a distinction between the nationalism of the oppressed and that of
the oppressor.

Against the soclal chauvinists and nationalists in the imperialist countries,
Marxists agitate in every possible way to expose the utter bankruptcy of their
open or implicit support for their "own" bourgeois rulers, and for the
unconditional defence of anti-imperialist fighters against repression. Their
task is not simply to put long articles in their press, but to mobilise
active supsort to the struggle against their own cavitalist class.

Within the national struggle itself, Marxists fight for the political
independence of the working clasz, for a proletarian programme which includes
national self determination, and for methods of struggle which can mobilise
and sustain working class support. Lenin at the Comintern's Second Congress
specifically drew out the distinction between armformist, passive, purely
bourgeois-democratic nati:nalist movement = which seeks only .to muzzle and
crush the strength of the proletariat and the more radical demands of the
peasantry - and the "national-revolutionary movements'" which genuinely figsht
in revolutionary fashion for national libeération and a radical ¢emocratic
programme, and which communists have a duty to support.

In striking blows at the political and economic "integrity" of imperialist
and reactionary states which oppress national minorities, and in fighting for
the liberation of colonial or semi-colonial territories and peoples, Marxists
recognise that national struggles can inflict serious setbacks to imperialist
control and make important advances which can oven at least the possibility
of proletarian revolution.
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g cauldren of revolut by tne peasants and tiny working
the Comintern spelled out a view of imperialism which by
tent with the achievement of political independence,

west, and s
class of the
no means res

The Theses on the National and Colonial Question adopted at ths
Congress condemned "abstract or formal'" conceptions of "eguality in
and national equality in particular" as "characteristic of the bo urg

"The Communist Party should not rlace the main emphasis in the national
question on abstract and formal principles, but in the first place on an
’ = 3 . - .
exact evaluation of the historically given and above all economic milieu.

"Secondly, it should emvhasise the explicit separation of the interests
of the oppressed classes, of the exploited, from the general concept of the
national interest, which means the interests of the ruling class.

"Thirdly, it must emonhasise the equally clear division of the oporessed,
devendent nations which do not enjoy equal rights from the ovppressing,
exploiting, privileged nations, as a counter to the bourgeois democratic
lie which covers over the cobonial and financial enslavement of the vast
majority of the world's total populaticn by a tiny minority of the richest and
most advanced capitalist countries, that is characteristic of the epoch of
finance capital and imperialism” (2nd Congress, p.l77, emphasis added).

There was also an explicit warning that the formal establishment of
"politically indevendent" states should not we simpnly accepted at face value:

"It is necessary continually to lay bare and to expwuain among the broadest
masses of all, but in particular of the backward, countries the deception
committed by the imverialist powers with the help of the pgrivileged classes 1in
the oppressed countries when, under the mask of politically independent states,
they bring into being state structures that are economically, financially and
militarily completely dependent on them." (As above, p.182, emphasis added).

2

At the Comintern's Congress of the Peoples of the Tast in Baky in September
1920, Bela Kun from the ECCI spelled out the Communist attitude to the
Turkish anti-iuperialist struggle and its leadership:

"The Congress expresses its sympathy with all Turkish fighters in combat
against world imperialism, the oppressor and exploiter of the Eastern peonles.
-~ 3 = s iy -,
which helds in slavery the working people of the whole world...

np, However, the Congress notes that the gensral-national revolutionary
movement in Turkey is dikrected gnly against foreign oppressors, and that
success for this movement would 2ot in the Leﬁst signify the emancipation of
the Turkish peasants and workers from oppression and exploitation of every

kind (...)

"3, The Congress finds it necessary to show particular cauticon in relation
to those leaders of the movement who in the past led the Turkish peasants
and workers to the slaughter in the interests of one of the imperial ist groups
and thereby subjected the toilling masses of Turkey to twofold ruin in the
interests of a small group of rich men and high ranking officers. (...) the
Congress urges the seasants and workers of Turkey to come togefher in irndepen
dent organisations, to be ready to carry the cause of emancipation through to
the end, and not to allow the foreign imperial ists who are trring to ninder
the work of emancination to make use of their connections and influence among
the Turkish rich, Kulaks, bureaucrats and gensrals. (...)" (Baku, pp 82-3).

At the same Congress, Pavlovich for the Rolsheviit leadership made the
point that:
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"Within the framework of the capitalist system, any newly-formed state
which does not eXDPQSQ the interests’of the toiling masses but serves ths
interests ofi the bourgeoisie i1s a new instrument of oporession and coercion,
a new factor of war and violence,

"If the struggle in Persia, India and Turkey were to lead merely to the
capitalists andlandlords of those countriess, with their national parliaments
and senates, coming to power, the masses of the people would have gained

nothing.

"Every newly-formed state would ranidly be drawn, by the very course of
events and the iron logic ofthe laws of canitalist economv, thO the vicious
circle of militarism and imperialist politics, and after a few decades we
should witness another world war..." (ppl02-3, emphasis added).

Ansther speaker, the Kazakh Communist Ryskalov, pointed out that:

"Such states as Armenia, Finland and Poland... are not distinct states.
They were deliberately set up by the Allies (...) Consequently, if, somewher
in the East, say in Turkey or in!Cther places, supporters of the revolutionary
novement who are at the same timé opoonents of Communism should try to set up
such independent states, these states would not survive; they would fall under
the influence of the imperialists, of world capital, and would turn their
weapons against the proletariat, against the working peovole of the East."(p.1l17)

Giving the report on the agrarian question, Skachko told the 1,800
delegates:

"Today in many Eastern countries, in Turkey, Persia and India, the peasantry
is marching arm in arm with its own bourgeoisie in the fight to win independ-
ence for their countries from the foreign imperialist enslavers, This path is
the right one, At present all the efforts of the Zastern peasantry must be
directed to throwing off the yoke of the foreign imperialists which weighs
upon them, freeing their countries from the yoke of the West-European bour-
geoisie, the capitaists of Britain and France,

"But the peasantry of the Eastern countries must remember that their task
#11ll not be finished when this liberation has been gained, fthat if they stoo
there, they will not bz liberated at all. Political independence with the
retention of the capitalist system will not in the least guarantee liberation

for the peasantry. If the government of Mustafa Kemal in Turkey, or liberal-
national governments 1n Persia and India, were to expel the British and then
make peace with 3Britain on the basis of political indspendence of the EZastern
countries, all the politically-independent “astern countries would remain
devendent econocmically. Political independence would not save them from
penetration by industrial capital, and, with this aenetra+ on, or with the
formation of native industrial baJ_ual and the developmsnt of native industry
on the basis of private ownership of the meahs of vroduction, the oneasantry

would be obliged to undergo an agonising period of opunitive capitalist
accumulation , in which they woqld be finally ruined, driven from their land,
and all turned into wage-laboursrs with no holdings of tTheir own. And this
veasantry transformed into workers wiuld be driven by the bourgsoisie, either
native or foreign, into its plantations, factories and mines (...) they would
find themselves in even worse enslavement to canital than thsy are today,"

( pp-lS?_S)-

The Comintern's Theses, for which Skachko was arguing, repeat the point

ie capitalist system is retained in

nif & Europe and Asia, the countries
of the East which win freedom from ponlitical depsndence upon the imperialist
countries of the West, being more backward industrially, inevitably remain
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in complete economic dewvendence upon the tter, and, as before, serve as
areas for the avvnlicati oq ofthe finance cavital of the Luropean industrial
gountries. . " (pilLz)

By the time of the Fourth b e Comintern 1n December 1922,
the Theses on the ran Qu e drafted to contain a specific section
(to which we will return in due course in discussing today's prograzme) on
the 'Anti Imperialist United Front'). Stressing the necessity for the
workers'! movement in anti-coloniazl and anti-imperialist struggles to assert
its political zutonomy from other elements in the struggle, the Theses also
explain that:

N

"The danger of a deal between bourgeois nztionalism and one or more of
the rival imperialist powers is much greater in the semi-colonial countries
(China, Persia), or in the countries gaining state indevendence thanks to
inter-imperialist competition (Turkey), than it is in the colonies. Evsry
such agreement means a wholly unequal division of oowsr beiwsen the indigenous
ruling classes and imperialism; though it may be disguised as formzl indeven-
dence, it leaves the country exactly as before - a semi-colonial buffer staf
the puppet of world imverialism,! (Tweses, Res and Manif, of the CI, v.4l6).

Lenin, Trotsky and the first four Congresses of the Comintern, therefore
clearly recogniced imperialism as a combined, integrated economic/political
stage in the development of internaticnal capital, They saw within it the
essentlal element of the drive to monovncly and to expansion and exploitation
of the drive for profit beyond and across national borders. They also
recognised 1t as in no way a static system tied to its contemporary structures
of coionial rulej; rather they saw that it contained the flexibility to work
with bourgeois and reactionary forces in even nominally "independent" states,
to enmesh those states in a comprehensive net of economic, political and
military control. In such a structure, they argued that the peasantry and
workers of the colonial countries could find themselves even more enslaved to
imperialist exploltation in independent bourgeois states than they were in
feudally-structured colonial territories

Running through this Comintern analysis is the insistent rejection of any
notion of "sociallsm in one country", least of all in the backward, largely
agrarian eccnomles of the colonial countries., Without shattering the world
system of capitalist exploitation, insisted the Bolshevik internati onpl_st°
and in particular without the shattering of the power of the imperialist
robber-states, there could be no long-term solution to the problems of the
vast majority of the world's working classes.

Between the wars

This was borne out by the inter-war period in which recurrent and unresolved
economic crisis maintained and intensified the conflicts of interest between
the rival imperialist powers in their struggle for geographlcal, political and

ecnomic advantage,

From the earliest point of Lenin's analysis and right up to the present
day, this global search for profitable investment and expvanded markets has

AT T .
1nvo1vea the imperialist bourgeoisies in the export of capital not simdly
.‘r

rom the most advanced countries to the c¢olonial or semi-colonial countries
out 51muluanﬂously also from one imverialist country to another, across
Europe, for ample, -qws ;as remained the case - and even ﬂﬂToc explain
recent movﬂtvn s of capital into the USA. The one conslistent law behind this
development is the search by imperialist finance capital for the hishest
possible rate of proflt, nosing out favourable op:ortunities, reserves of
vital raw materials - olil, minerals, foodstuffs - low-waged labour forces and
pliable regimes which will offer the best c:nditi 'ns for new ventures, The
export of capital is accompanied both by a deveslopment and exvansion of
capnitalism and by a flow of surplus back to the investors in the imperialist
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During the recession ofthe -1930s in the advanced capitalist countries, a
numbsr of the colonial and semi-colonial countries found their export markets
for raw materials and foodstuffs savagely and suddenly cut back: tihls in turn
limited their ability to pay for imported manufactured goods from the imperi-
alists. In this period a number of the more prosperous and develooned of the
semi-colonial countries in Latin America - including Argentina and Brazil -
attempted a degree of "import substitution" and independent industrial
development, coupled, in *:2 case of Mexico, with the expropriation of imperi-
alist oil holdings. ;

L
1

Yet the predominant influence in Latin Apmerica was the economic and
military opower of the USA, which had intervened with armed force in the sub-
continent dozens of times up to 1935, and exercised considerable financial and
military pressure on regimes - such as the fleeting period of left nationalist
government in Cuba in the 1930s - with which it disagreed., Though notionally
committed to "decolonialisation™ and itself holding no direct colonies, with
the exception of Puerto Rico and direct control over the Panama Canal Zone, the
USA used its economic levsrage during the war and post war period to drive
ltalian imperialism out of its African colonies, the Japanese out of China,
Indochina, Indonesia, the Philippines, Burma and Korea, weaken British
"mperialism in the Caribbean, and improve its own standing in the post war
*edivision of 'spheres of influence',

After World Var Two

With the USA firmly established as the dominant imperialist power after
the war, and the European imperialists facing the consequences of wartime
economic devastation, the writing was on the wall for the vast colonial empires
that had remained largely intact after World War 1. '

But the revised ecnomic and political arrangements worked out between the
imperialists were in no way geared to the needs and aspirations of the colonial
and semi-colonial countries, whet&nr or not they were formally "independent”,
While Argentine, Mexican aad Braz111an regiies - wnich had made profits during
the war - and a few others in Latin America toyed with nationalist rhetoric and
protectionist measures, and exploited the comparatively high world prices for
food and raw materials which lasted until the end of the Korean war, the capi-
talist countries were drawing up new arrangements to ensure the continued
domination of impnerialist finance czoitzl.

In a combination of measures to stabilise the world monetary system,
sxtend the necessary new credit for the reconstruction of industry in
capitalist Europe and Japan, "liberalise" world trade which had collapsed so
disastrously in the inter-war period, and re-arm the imperialist countries
militarily and »olitically against the working class at home and the strengthened
oower of Stalinism, the imperialists set the stage for a tumultuous period of
political and ecnomic development.

The institutional arrangements through which the imperialists set a
this task - the Bretton Woods agreement, the IMF, the World Bank, the various
agreements on tariffs and trade, the United Nations, NATO and otier military
alliances - have all become routine elements in post-war ovolitics. Zach of
them nas assisted the maintenance and develoopment of imperialist domination -
and within that, the particular domination of US imverialism, which has risen
to world preeminence without ever holding a colonial enmpire,.

The post-war monetary structure was nesgotiated at Eretton Woods in 1944,
with the dollar as 1ts centrepiece (resting on the US possession of the
majority of the world's store of gold, and the overwhelming productive
superiority of the post-war US economy in comparison to the devastated and
outpaced industry of Zurope and Jspan).

The USA became the principal suponly of manufacturesd exports in the
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immediate post war period and the principal expcrter of capital to facilitats
the reconstruction and expansion of capitalist industry in Furops, Japan and
(to a much lesser extent) Latin America and the ex-colonial countries. The

USA had the biggest stake in procuring a liberalisation of trade, the bringing

down of protective tariffs and exchange controls, zand the establishment of
the dollar - backed at first by gold - as the world's most universal resesrve
currency, All this enabled the massive expansion of US feoreign investment
and domestic etonomy at least 1n part through the inflaticn of the dollar.

Eventually the law of gravity reasseried itself and the fixed, flexible
exchange rates and convertibility Eotabl1bﬂ6d in 1944 collavpsed in 1971
wien Nixon devalued the dollar and severed the link to gold, triggering a
new burst of world-wide inflati

Table 5.3 US reserves and external liabilities, 1945-79
(end of pericd, $ billion) : s
. Gold  All reserves  External . Liabilities Gold  All reserves  External Liabilities
- iabilities to central ke  liabilities to central
: banks _ : © Danks

1937 7 12,79 ° | 1344 . 189 e 1969 11.86 16.96 4591 16.00

1945 20.08 20.47 6.01 4.18 1970 11.07 14.49 4696 - 2378

1949 24.56 26.02 6.41 1 3.36 1971 10.21 13.19 - - 67.81 50.65

1955 21.75 _ 22.80 13.03 18.26 1975 11.60 16.23 126.55 80.71

1960 17.80 19.36 18.69 11.64 1677 11.72 19.31 192.32 126.03

1965 14.06 15.45 25.18 14,17 1979 1.7 18.93 268.36 143.17

1968 10.89 5.7 38.47 17.34 1980* 11.17 23.00 278.50 149,19

* Third quarter
Sonrces: 1937, 1945, IMF, International Financial Statistics. Vol V11, no. 12, December (954,
1949 -05, IMF, International Financial Statistics, Supplements o 1966 - 7 [ssues, United States tables.
P968-T1. Hd., Vol XXVE no 12, December 1973
](] 54 H‘HI .‘l—:'u-rf’r'uk. LUK
1980 I, Vil XXXIV. no 1L Lanuary 19R]

None of the colonial or semi-colonial countries had any significant say
in the 1944 arrangements, Most with the exception of Latin America were still
under colonical administration, Africa had been largely ignored as an economic
bacxwater with the excepticn of a few agricultural, mining and mineral extrar-
tion operations, Indlia had provided in the inter-war yesars a classic exambvle
of the limp, intellectual and anti-working class stance of the emerging
"national™ bourgecisie in the eooch of imperialism, Elsewhere in colonial
Asia, imperialist neglect becamne a component in the hﬁsurge of nationalist
sentiment in the post-war pvrlod, while Chiang Kal Shek's tottering bourgeols
forces lacked either the sirength to defeat Mao's Communist forces or the
confidence to strike the coalition deal which Mao - with Stalin's support -
so eagerly offerad.

Bloody though it had remained in tooth and claw, ruthless in upholding
its political and ecnomic interests, and detsrmined in the sup s
exploitation of the colonical masses, the imperialist bourgeol
by its slump and internecine rivalries in the advanced countri
little or nothing to develop its own econowmic inrgads into the
agrarian colonial world,

Weakened politically, militarily and ecnomically, the iuperialist powers
of Hes ern curope had little choice but one by one to face up to the changed
material situatiosn, and the need to consolidate a new relationship with the
colonies., The British bourgeocisie was the first to come to terms with a major
loss, with the hurried moves to presmpt further problems and hand over its vast
Indian possessions to bourgeois regimes of India, Pakistan, Ceylon and Burna.
The Dutch followed zuit with the surrender of Indonesia in 1943,

The French bourgeoisie, however, with the early backing of the Communist
Party, engaged in a despgerate battle to rstain its colonial territories in
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None of the colonial or semi-colonial countries had any significant say

in the 1944 arrangements., Most with the exception of Latin Amer

under colonical administration, Africa had been largely ignored as an economic
vacxwater with the exception of a few agricultural, mining and mineral extrar-
tion operations. India had provided in the inter-war years a classic example
of the limp, intellectual and anti-working class stance of the emerging
"national" bourgeoisie in the epoch of imperialism, Elsewhere in coleonial
Asia, imperialist neglect becane a component in the uvsurge of nationalist
sentiment in the post-war psriod, while Chiang Kali Shek's tottering bourgsoils
forces lacked either the strength to defeat Mao's Communist forces or the
confidence to strike the coalition deal which Mao - with Stalin's support -

so eagerly offered.

Bloody though 1t had remained in tooth and claw, ruthless in upholding
its political and ecnomic interests, and determined in the suvpression and
explolitation of the colonical masses, the imperialist bourgeoisie, precccupied
by its slump and internecine rivalries in the advanced ccuntries had don
little or nothing to develop its own econownic inroads into the predominantly
agrarian colonial world,

Weakened politically, militarily and ecnomically, the imperialist powers
of Western turope had little choice but one bty one to face up to the changed
material situation, and the need to consclidate a new relationship with the
colonies, The British bourgesisie was the first to come to terms with a major
loss, with the nurried moves to preempt further probleme and hand over its vast
Indian possessions to bourgeois regimes of India, Pakistan, Ceylon and Burma,
The Dutch followed =suit with the surrender of Indonesia in 1943,

The French bourgeocisie, however, with the early backing of thes Communist
Party, engaged in a desperate battle to restain its colonial territories in
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Indochina, and proved the most stubborn of the major imperialist powers in
accepting the unstoppable nature of the liberation movement in Africa. (The
Portuguese neo-fascist regime of course proved to be the "first in, last out"®
of Africa, with its frantic efforts to cling on to its colonies of Angola

and Mozambique: this war, waged into the 1970s, eventually had the beneficial
effect of bringing down the Portuguese government).

is
n

At the end of the war there were only three formally independent states
in Africa - Ethiopia, Liberiz and South Africa., Twenty years later, with the
liquidation of the Italian, British, French and Belgian empires, there were
only a handful of colonial territories left. The same period saw a massive
liguidation of colanialism in Asia and the Middle zZast. The expansion of
Stalinist control took a large area of Eastern Europe, Asia and Cuba out of
the direct orbit of capitalism.

But imverialism as a world economic system, based not on colonial holdings
as such but on monosoly cavitalism and the exvort of finance capital from the
advanced countries remained intact. Its mechanisms for the subordinatign,
control and exploitation of the former colonial countries became more sophis-
ticated, complex and covert: yet the enforced dependence of formally indeven-
dent states continued to shape the daily economic and political reality of the
nasses and their rulers on a world scale.

Formal indevendence and Latin America

The way in which this worked -~ and still works - 1s perhaps clearest in
the case of Latin America, where the bulk of the countries have been notionally
independent since the middle of the nineteenth century. For decades they
remained locked in a limbo of political and economic development, tranved by
the social sructure that had evolved at the time of their 1ndependence from
the European colonialists - dominated in the main by landed oligarchies,
military cliques, a reactionary church apnaratus and a corrudpt and superficial
political structure linked to inefficient and grasping state bureaucracies.

Only in Mexico in the 1910 revolution was there a full-scale movement
potentially powerful enough to break this strangle hold - but even there the
process was halted and frozen by the bourgeois dominatiocn of the Institutional
Revolutionary Party - which still rules the country to this day.

Largely based on agricultural products, and isolated from the world
narket during the inter-war years by their lack of foreign exchange to buy
imports, most Latin American countries bcasted a pitifully weak domestic
market inadequates to sustain independent industries except under the most
exceptional circumstances - such as the need to substitute for imports in the
1930s and the war years. The general development therefore lacked any sub-
stantial national bourgeoisie, or any equivalént urban middle class, and
oroduced in general only a diminished proletariat., The handful of wealthy
landowners and bourgsois administrators satisfied their lust for luxury
goods by impor ting from the imperialist countries: the rest could barely
afford to live and eat.

This began to change in Mexico, Brazil and Argentina towards the end of
the 1930s; economic conditions pushed a section of the ruling class towards
industrial development, and these countries had su“?icieﬂt natural resources
and invested wealth to make such develorpment possibls, Trotsky, unimpressed by
their formal "independent!' status, viewed these develo‘wents as important, and
Latin America as a sub-continent of "semi-colonial peoples'. (”r_ulngs 193?-8,

p.50),

‘When the bourgcois Cardenas regims in Mexico took bold stens to nation-
alise the British oil holdings, Trotsky in no way saw the relationship of
forces betwesen the two capitalist countries as ssual. He saw the British role
as an imperialist, exploitative role in relation to "indevpendent" Mexico,
calling on the EBritish Labour Party to establish a special commission to study
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At the end of the war there were only three formally independent states
in Africa - Ethiopia, Biberia and South Africa. Twenty years later, with the
liquidation of the Italian, British, French and Belgian empires, there were
only a handful of colonial territories left. The same period saw a massive
liguidation of colanialism in Asia and the Middle fast. The expansion of
Stalinist control took a large area of Eastern Europe, Asia and Cuba out of
the direct orbit of capitalism,

But imverialism as a world economic system, based not on colonial holdings
as such but on mononoly cavitalism and the exnort of finance capital from the
advanced countries remained intact., Its mechanisms for the subordination,
control and exploitation of the former colonial countries became more sophis-
ticated, complex and covert: yet the enforced denendence of formally indepen-
dent states continued to shape the daily economic and political reality of the
nasses and their rulers on a world scale,

Formal indevendence and Latin America

The way in which this worked - and still works - is perhaps clearest in
the case of Latin America, where the bulk of the countries have been notionally
independent since the middle of the nineteenth century. For decades they
remained locked in a limbo of political and economic development, trapvped by
the social sructure that had evolved at the time of their independence from
the European colonialists - dominated in the main by landed cligarchies,
military cliques, a reactionary church apnaratus and a corrupt and superficial
political structure linked to inefficient and grasving state bureaucraciles.

Only in Mexico in the 1910 revolution was there a full-scale movement
rotentially powerful enough to break this strangle hold - but even there the
process was halted and frozen by the bourgeois domination of the Institutional
Revolutionary Party - which still rules the country to this day.

Largely based on agricultural products, and isolated from the world
narket during the inter-war years by their lack of foreign exchange to buy
imports, most Latin American countries bcasted a pitifully weak domestic
market inadequate to sustain independent industries except under the most
exceptional circumstances - such as the need to substitute for imports in the
1930s and the war yesars., The general development therefore lacked any sub-
stantial national bourgeoisie, or any eguivalént urban middle class, and
produced in general only a diminished proletariat. The handful of wealthy
landowners and bourgsois administrators satisfied their lust for luxury
goods by impor ting from the imperialist countries: the rest could barely
afford to live and eat,

This began to change in Mexico, Brazil and Argentina towards the end of
the 1930s; economic conditions pushed a section of the ruling class towards
industrial development, and these countries had su:ificient natural resources
and invested wealth to make such develorment possible., Trotsky, unimpressed by
their formal "indevendent!" status, viewed thess develorments as important, and
Latin America as a sub-continent of '"semi-colonial peoples", (Writings 1937~
D.50).

When the bourgcois Cardenas regime in Mexico took bold stens to nation-
alise the British oil holding:, Trotsky in no way saw the relationship of
forces between the two capitalist countr
e in

es as soual, He saw the Zritish role
as an imperialist, exploitative role in relation to "independent" Mexico,
calling on the ZBritish Labour Party to establish a special commission to study
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"what British, and in general foreign, capital has contributed to Mexico and
what it has extracted. Such a commission could within a short period grenenb
to the British pukrlic the stunning balance sheet ¢f imnerialist exploitation!

"4 small clique of foreign magnates, in the full sense of the word,
umps out the living sap of Mexico as well as of a series of other backward
or weak countries, The solemn speeches about foreign capital contributing
"ecivilisation!", about its assisting in the develcpment of the national
econony, and so forth, are the sheerest phar*saism. The Jaestwar in actuality
concerns plundering the natural wealth of the country." (19 8,9.324,

In a later article, ""Mexico and British Imperialism", Trotsky spells out
again the relationship of forces between the bourg=ois nationalist Cardenas
government and the British imperialist bourgecisie:

"Semicolonial Mexico is flghtiqg for its national independence, nolitical
and economic,., This is the basic meaning of the Mexican revolution at this
stage., The 01l magrates are not rank and file capitalists, not ordinary

bourgeonisie, Having seized the richest natural resources of a foreign country,
s*’andz_“D on their billions and supported by the military and diplomatic forcd
of their metropolis, they strive:to establish in ths subjugated country a
regiie of imperialistic feudalism, subordinating to themselves legislati
jurisprudence and administration." (As above, p.359).

For rotsky, therefore, the fight for both political and economic
independence even under the bourgeois Cardenas was a legitimate fight. How
many times have we seen since the war the imperialists - by direct military
intervention or by CIA-backsd destabilisation and coups - moving precisely to
impose a '"regime of imperialistic feudalism! in which pli ant military Jjuntas
or barely disguised civilisn figureheads implement lsgislation and econonic
policies for the benefit of the multinationals and tnv international bankers?
Trotsky argues that as a2 result of this threat

"... expropriation is the only effective means of safeguarding national
indenendence and the elementary conditions of democracy'.

In fact - as in Pinochet's Chile - we have seen that even expropriations,
inadequately completed and carried through from above in bureaucratic reform® -t
fashion, can be reversed by an imperialist-sponsored junta: neverthsless
Allende's nationalisations - though inadequate - had to be defended as part
of the fight for a thoroughgoing revolutionaty programme, Trotsky pcints out.
that in Mexico:

"The expropriation of oil is neither socialism nor communism, But it is
a high ly progressive measure of national self-defence., (...) The international
has no reasgon to identify its programme with the orogramme of the
Mexican government.., (But)...the cause of hexico, like the cause of Spain,
like the cause of China, is the cause of the international working class. The
struggle over liexican oil is only one of the advance-line skirmishes of future
tattles between the oppresszors and the oppressed" (As above, p.36l).
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Later in 1938, Trotsky again makes the point of differentiating between
"indecendent'" capitalist Mexico and imverialist Eritain:
"odern hum:nitv without exceoption, from British workers to Ethiocpian
omads, lives under the yoke of imperialism (...) But this does not at all
mean that imperialism manifests itself equally in all ocountries. No. Some
countries ares the carriers of imperialism, others - 'ts victims, This is the
maln dividing line between modern nations and states, 1938-9 Wrigings, p.26)

(emphasis added).



Trotsky, as can be seen from countless other qguotations and references,
does not use the term imperialism simply to mean "colonisalism", Indeed the
very example of Mexico winich he uses underlines this point. He is drawing
the dividing line between the imverialist centres of monopoly capitalism, the
holders of finance capital, and those nations exploited by monopoly and usury
on a world scale. Similarly, Trotsky sharply differentiates between fascist
politics in imperialist and oppressed countries:

"We cannot speak of fascism 'in general'., In Germany, Italy and Japan,
fascism and militarism are the weapons of a greedy, hungry and.therefore
aggressive imperialism. In the Latin American countries, fascism is the
expression of ths most slavish devendence on foreign imperialism." (As above).

A similar distinction is eaually important for us today in evaluating
the apparently "fascist" politics of a Pinochet, Turkey's General Evren or
the Argentine military junta of 1976-83, and the relationship between such
oolitics and the imperialist bourgeoisie.

Asked in similar fashion about the situation in independent Peru, Trotsky
fells an interviewer that in Latin America, far from it being simply a guestion
of "class against class", as in Furope, "the internal tasks of these countries
cannot te solved without a glmulbaneous rcvo*ublonary struggle against
imperialism.'" (p.33).

It should be remembered here that Trotsky is arguing againast vopular
frontism and rampant illusions among some Latin American nationalist elements
that the United States would act as a defender of "democracy!" in Lztin
America against the "fascism'" of German or Japanese imperialism. Trotsky is
keen above all to unmask the real significance of imperialism for these
indevendent, backward states, irresvective of its country of origin or its
"democratic" or "fascist" mask.

(It ie.in this context that Trotsky moves on ths now fan,us statements
on the correct attitude to a hypothetical clash between the semifascist,
nationalist Vargas regime in Brazil on the one hand and British imperialism
on the other, This has been reprinted so many times in the Malvinas debate,
that I would simply remind comrades of its existence, which confirms above
all that Trotsky differentiated between semicolonial independent - alteit
semifascist - capitalist countries and imperialist countries: and he ridiculed
those who, with "empty heads", "reduce world antagonisms and military conflicts
:0 the struggle vetween fascism and democracy".) (9.34,.

A little later that same year, Trotsky voints out the friendly and
improved relations between this same "semifascist" Vargas and Soosevelt's
Nashington administration:
rs the Vargas dictatorship a more
t interests than revolutionary
ed States at the present time is
erialism,”" (p.1l02),

"The reason 1s that Washington consids
docile and sure tool of American imperiali
democracy (...) The 'democracy' of the Uni
nothing more than one expression of its in
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In other words, US finance capital, US monopoly capitalism, can utilise
"democracy" and semifascist dictatorships in various - even simultaneous -
combinaticns to secure its interests., It can do this without colonies,
reaching across the borders and into the heart of the state machinery of
"independent" capitalist countries such as Brazil. And in Trotsky's view:

"The struggle for the United States of Latin America is inseparable from
for the national independence of eszsch one of the Latin American

the strugzgle for
countries (... }!
the formalities of indep
L
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tions, in Trotsky's view
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tin America comprises ''weak and



peoples whose independence is far from complete" (p.1l03).
And this is not sizply a view dreamed up by Trotsky off his own bat: it
represents a continuity from the basic positions of the Comintern., In December

1938, he argues in 'Lenin and Imperialist war':
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"The world, however, remains very heterogeneous. The coercive imperialism
of advanced naticns 1s able to exist only because backward n at1ons, oopressed
nationalities, colonizal and semicolonial countries, remain on our planet,.."

In other words, the economic exploitation and volitical oppression of
independent ”DHC&Wurd nations" is a component part of the imperialist system -
just as the oppression of nationalities and of the colonies., In the post war
veriod, the number of colonial countries was to be sharply reduced, while the
number of "backward nations! and semicolonies explolted by less direct and
Overt means was to increase dranaticelly. But the predominance of imperialist
finance capital has continued to be the central issue,

BRefore moving on to look in more detail at the changes in the post war
situation, it is useful to recall Trotsky's critique of the Mexican six-year
olan for econcmic development, in March 1939. He does not go on at l=ngth alt &
the need for nationalisation, taking this as an obvious difference, Instead he
focusses on the inconsistencies of the plan from itsown terms of reference,

In particular he singles out the contradiction of secking to implement a
programme of industriatlisation in a country as poor as Mexico with no explicst
statement as to where the capital will come from:

"The country is poor. It needs foreign capital, This thorny problem is
treated only to the extent that the programme does not insist on the cancella-
tion of the foreign debt., And that iis all,

"(es.) Considerable international capital is seeking areas of investment
at the present time, even where only a modest (but sure) return is poszible.
Turning one's back on foreign capital and speaking of collectivisation and
industrialisation is mere intoxication with words.,

"The reactionaries are wrong when they say that the exn»nropriation of the
0il companies has made the influx of new capital impossible." (1938-9, p.226),

Comparing and contrasting capitalist Mexico with the early Soviet worker.
state, Trotsky points out that limited and strictly ﬁOﬂtTO1l°u concessions to
imperialist corporations in the form of joint enterprises for fixed perieds
could senerate the necessary investmenti and "have the advantage of educating
native technical and administrative personnel in collaboration with the best
engineers and organisers of other countries.!

Stressing that "to construct state capitallism, capital is necessary”,
Trotsky goes on to insist upon the importance of an indenendent and activs
trade union movement to defend the interests of the working class 1in these

conditions.

This 1s one of the most ﬂu“inus of Trotsky's articles, since 1t appears to
be largely addressed not to the Trotskyist movement or the working class, but
to the leaders of the ruling Mexican Eevolutionary Party. It addresses the
oroblems of 1mplementing a reformist, tourgeois natioralistprogramme withou
at any point ralsing a more thoroughgoing proletarian programme,

But it is plain that Trotsky was painfully (and for good reason) aware of
the problems of economic devslovment in dependent countries: and indeed the
need to allow in and attempt to c¢control forelgn cavital to faclilitate
economic growth has proved to be a pivotal nroblem in the postwar "Taird
World", which has not been satisfactorily resolved even in the Stalinise
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economies of Yugoslavia, China and Cuba.

For their part, the imperialists have also been aware of the need to
develop ways and means of breaking down mechanisms for the protection of
fledgling industry and economic independence in the semi-colonial countries,
and thus guaranteeing the long-term stability of fixed investment, suuplies
of raw materials, and short and long term loans,

Post war changes

"Finance capital 1s such a great, it may be said, such a decisive force
in all economic and in all international rslations, that it is capable of
subjecting, and actually does subject to 1tself even states enjoying the

fullest political independence.,..'" (Lenin, Imperialism p.97). *

5

The period since World War Two has seen a substantial change in the world
economy, With the development of a measurable degrese of industrialisation
in most parts of the creviously underdeveloped "Third World", and the recon-
struction and powerful emergence of West German and Japanese capital,
matched by a decline in the competitive position of British, French and,
1ore recently, American industry.

The general economic framework was established by the leading capitalist
csowers in the final days of the war,

In July 1944 an international conference at Bretton Woods, New Hampsnire
USA adopted a series of agreements:

* To peg the value of the dollar as the main convertible currency, at 335 to
an ounce of gold, backed up by the USA's possession of a majority of the world's
gold stocks and productive gapacity.

. To establish the International Monetary Fuand (IMF) - dominated by US voting
strength - as a mechanism to i1ron out short term crises on the balance of
payments of memeber countries, and work to prevent and break down restrictions
on imports and trade which had proved so damaging to capitalism in the 1G30s.
The IMF would hold reserves of international currencies which, under certain
conditions, would be made available to member states in exchanged for their

own currency, and enable them to meet international obligations. In the longer
cerm, the member state was expected to buy back its currency with an equivalent
amount of foreign exchange, The IMF, therefore, was intended to operate not

50 much a lender as a pool of convertible currency. This did not change until
he late 1950s.

* The World Bank (or in full the International Bank for Reconstruction and
Development) was intended to provide loan capital for investment drojects

of a longer-term nature - at or near the prevailing commercial rates of
interest, drawing on its own funds or by channelling funds from private
banxing sources,

x A subsidiary and junior offspring of the World 2ank was the International
Development Agency (IDA), set up in the 1950s to provide long-term "sofg"
loans at less than commercial interest levels for low income countries or
deprived arezs of middle income countriess, sufficient to keep them obediently
within the capitalist camp or lure them back towards it (China).

* In 1948 the imperialist bourgeoisie took the initiative for the Genersl
Agreement on Tariffs and Trade, aimed at lending added muscle to US ef
at expanding trade and bresking down protective barriers.

These multilateral »roposals, which left the control of the world economy
still firmly in the grasp of the imperialist banksrs and monopolies, (with
a controlling US voice on most issues) were supplemented by US measures to

=



provide aid and investment on a bilateral basis, chiefly to Western Europe

and Japan, through Marshall Aid, designed atove all to strengthen the

caaitalist countries against any renewed Soviet threat or internal revolu-
lonary pressures.

And, behind the smokescreen a world wide hue-and-cry against Communism
gathering pace in the wold ¥War, the hysteria around the Greek civil war, and
the Korean ! Iar ?resident Truman successfully pushed through Congress a
massive increa in military expenditure sufficient both to wage war in Asia

and provide the military and financial backbone of the YATO Alliance in
Western Zurope. The profitable armaments contracts themselves and the recon-
struction of economies ravaged by imperialist war became an elegment in the
take-off for a 'boom' in the capitalist world economy which was to prove the
most sustained and far-reaching in the history of capitaliism. The i perialism
which Lenin had analysed as '"moribund capitallsm" proved still to have the
vitality to engage in a new round of expansion and exploitation on the basis
0of decades of slump, death and destruction.

At the hub of this boom were the imperialist banking centres, and the
US-baded multinaticnals, which bezan to exvand into newly vulnerable markets
in Western Europe and to size up'® prospects for developnent in Latin America
and elsewhere in the "Third World", The export of capital was still beyon
doubt a central element in post war imperialism; and the newly established
monetary system obliged every trading nation to relate to the US4, its
currency and economic policies,

Increasingly, the state apparatus of the imperialist nations began itself
to play a role in sustaining and driving forward the process of development
set in train by the 1944 agreements. Governmenits emerged as guarantors of
export credits and foreign loans, as providors of subsidies and hidden services
which benefitted their monopoly firms and banks in the newly intensifying
struggle for markets, materials and cheap labour on a world scale, For theil
part, the capi alists in the "third world" couniries often saw no alternative
but to channel their resources into centralised state-run operation which alone
could operate on sufficient scale to establish themselves and compeste with
the imperialist multinationals. Even those Latin American states which had
accumulated reserves and some protected industrizl development during the
late 1930s and thewar period found themselves thrust into the cold winds of
the world economy in the mid 1950s as a slump in prices of basic commodities
but their export earnings. The IMF - reflecting imperialist determination tu
force its way into evsry available market - used the "carrot" of loans and
stand-by credits to bludgeon Argentina, Brazil and Mexico in particular intc
dropping their protective barriers and liberalising trade with the advanced
countries,

Indeed it is a central tenst of IMF policy that it exists to oprose any
restriction on free trade and any government intervention in the economy
es {though it has

such as price subsidies, ratLonl 1g or protectionist measur
never raised any comparable objection to wage controls!).

Until the mid 1950s the US4 proved the main source of foreign aid, "thus
usefully employing some of the vast profits and reserves it had uccumulated
as the fruits of World War 2., This policy enabled other countries to buy US
goods, and procured military, political and economic advantages for US
imperialism on a glooal scale. S0 preeminent was US capitalism at this point

roducing some 70% of the output of the advanced capitalist countries and
accounting for over 25% of manufactured exports) that its bourgeoisie did not
at first seek to tie its aid to the purchass of American goods: there was little
competition sither in terms of availability or techrnical aualiity.

But the ra»id recovery of German and Japanese industry meant that towards
the end of the 1950s thnis approach began to changes. Incresasingly US aid was
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packaged with strings which "tied" the recipient to the purchase of &American
goods or services, and began to focus on long term '"programmes" rather than
individual projects - thus increasing US leverage in the economy concerned,

The American pattern was followed by other donors of aid in Europe and Japan
Certainly from the US standpoint it mroved very effective, Whereas in 1960

the proportion of US aid spent on US goods had fallen to 41%, by 1963 aid-tying
had increased this to 79%, and by 196; it hit 94%, And the sector of US capital
deriving most benefit from this whole process were thelarge monopoly firms

By 1262, no less than 94% of the assets of US foreign manufacturing corpora-
tions were controlled by firms with assets 1n excess of F50 million,

Additionally, through the structures of the IMF and the World Bank,
imperialism developed a means of continuously vetting the credit-worthiness
of each country seeking loans. An IMF representative would participate in
each consortium or World Bank grouping set up to control the flow of loans
and aid from the advanced countries: finance would become available only on
the tasis of an IMF "seal of zapproval". An unmistakeable symptom of the
humiliating decline of British imperialism was its resort to IMF loans and
the associated "vetting" under the Wilscn government. The predominance of US
capltalism is evitomised in its enormous, long-standing defi-its partly
subsidised but in no way controlled by the IMF.

The standard IMF package of objectives - to be combined in various degrees
to produce a set of conditions for economic assistance - would (and still does)
include:

- Abolition or liberalisztion of foreign exchange and import controls,
- Devaluation of the domestic currency.

- An anti-inflation programme including tighter controls on bank credit,
higher interest rates, and steps to cut back government spnending. Often this
would in turn mean increases in taxes and the prices charged by public enter-
prises, as well as abolition of consumer subsidies on foodstuffs and services.

- Wage controls
- Abolition of price controls.
- Greater openness to foreign investment.

The IMF's package can be seen as a virtual manifesto for imperialist
demands and interests in prising open the economy in guestion to foreign
involvement, cutting working class living standards, and weaksning any
developing ”natlvnal” capitalist 1ndu try. Indeed the IMF's hostility to
inflation is largely the product of its concern to protect the profits of
potential foreign investors, In practice this combination of v»olicies has
time and =again bsen sesn to produce crisis, collapse and the takeover of
domestic capital by provoking:

- economic depression, cutting sales of national-based industries;

increased costs and debts for domestic industry throuzgh devaluation;
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With wages held down, prices forced up and depression ovringing a rise 1in
unemploymsnt for the working classes involved, the oanly beneficiaries of the
IMF vackage are the foreign imperialists and the small section.of the national
bourgeoisie who are directly linked to the multinzationals or to export trade,
Small wonder that on so many occasions the full conditions of IMF "aid" or
loan packages could only be met by brutally revoressive dictatorial or
military regimes crushing the struggles or even the organisations of the working
class and silencing 2ll political ovposition.

Nor would it be accurate to assess that all of this means that cazital has
gimply trzvelled - with more or lsss strings attacked - from the imperialist
centres to the semi-colonial and dependent LDCs. The investment has in general
yielded rich rewards for the manufacturers and bankers involved., According
to a report presented to the Conference of Non-Aligned Nations, in Havana,
foreign investments in LDCs from 1970-78 have earned their imperialist
investors a return of no less than 237% in profits, interest and royalty
oayments to parent multinaticnasls. That means g2.3 million extractsd for
every 1 million invested, all in a mere eight years!

One factor assisting this has been the enormous attractive power. of
multinational subsidiaries in drawing in investment and savings in the LDCs
themselves, Harry Magdoff has calculated that between 1957-1965 US direct
foreign investment used B84 billion for expansion and operations. Yet of this
total, only a 1little more than 15% came from the USA itself. "The remaining
85% was raised outside; 20% from locally raised funds and 65% from the cash
generated by the foreign enterprise operations themselves.”" In this way
comparatively small initial investments can rapidly mushroom in scope and
economic influence in the mcipient country. And by draining off local savings
and cavpital throuszh bond issues, and local bank borrowing, the multinationals
also reinforce their position at the exvense of national capital. Ford
financed an entire subsidiary operation in the Philiopines from local bond
issues and borrowing. :

1 Barrati-Brown, ons of the sconomists most keen to minimise the

ance of everseas investment income to the imperialist econonmies,
admits that "The i1ncome from overseas investment in underdeveloped lands both
in the UK and USA has generally exceeded the outfbow of private capital to
those lands, but both have been declining in relative importance.™ (Sutcliffe
et al.).

In part, this statement reflects Barratt-Brown's measuring device of com-
paring overseas income with total national income - a method which to a large
extent understates the importance of expanded overseas holdings; understates
the extent of price manipulatinn and tax evasion techniques by imperialist
multinationals; and to a degree loses sight of the fact that the overseas
income is proflit, which should most properly be compared with domestic profit
figures, rather than national income as a whole. Another wezkness of Brown's
aporoach 1s that it fails to deal with the much heavier reliance on fcgign
investment income for key sections of the imperialist bourgeocisie - in
particular the bankers, In 1980 the top US banks drew upwards of 49% of their
revenue from foreign sources. Another economist, Hamza Alavi, has argued
that profit remittances reoresent only a pof tion of the return on forsign

9

invesiments, because they leave out the 1impact of monopolistic prices and

royalty payments ($l.5 billion per year to the imperialist countries). He
believes that the trnue significance of thie income can best be understood by
coaparing it to domestic levels of profit, While gross incone from overseas
investments in the post war period amounted to only 32-4% of BEritish national
income, 1t was the eguivalent of L0O-50% of domeastic net investment. This is

by no means peanuts: rathsr it is a potentially decisive element in the

British economy (See Imperialism and Underdevelooment, ed. Robert 3hodes, p.1l5).

Barratt-Brown also makes the point thzt the cowparative rzte of return
on capital invested oversszs as against that invested at home has been higher
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And the British firms have certainly gone to the task with a will: in
1671 overseas production by British firms and subsidiaries was more than
double the figure for British exports, and eguivalent to a staggering 50%
of GDP" for that yea_. For the USA, overseas production was four times the US
export total, and 22% of American GDP. (See tableson palﬁ).

Methods of Imverialist control ‘
Within the economic, political and military framework laid down from Bretton

Woods and subsequent imperialist summits, the leading powers h%ve had to

devise ways and means to deal with and cocntrol emergent "independenth

capitalist states in the "Third World".

4s we have seen, one obvious and barely disguised manner of achieving
this objective was through control over the ligquid and real econcmic resources
of the newly "liberated" former colconies and the older semi-colonies, This
took place through the imperialist monopoly of banking operations, dominance
in manufacturing industry, transport and other services, science and technology,
and (initially at least) through:.the preservation of lmpﬂrialfst cwnership of
agricultural, mineral, transportation, communication, manufacturing and
other commercial interests in the underdeveloped countries,

To an extent this overt imperialist ownershio was combatted by a rising
Third World bourgeolsie which in several instances emulated the Mexican
pattern and nationalised many of the larger foreign holdings in Latin America,
Africa, the Middle Zast and Aisa; the revenues yielded up by the statised
0il, mineral and other industries were used to finance the bourgeols military
es*aoTLShme“u, the political gravy train, and, 1n some instances, state
investment in other industries or infrastructure - such as steel production,
power industries, transportation, education or refor 1s designed to placate
and pacify sections of the working masses.

But even the nationalisation of extractive industries still left the
economy concerned at the mercy of capitalist market forces, and decisions
taken in the boardrooms of imperialist monopolies thousands of miles away.
Various attempts by groups of commodity exporters to form protective cartels
to sustain =dequate prices have foundered, and the prices of raw material
exports have fallen steadily further and further behind the soaring prices of
nanufactured goods from the imperialist countries, even before the deliberate
pver-pricing policiss of some major wultlnatlonals (drugs etc) z2re taken into
account, For medernising, indspendent states seeking to 1lmport manufactures
and build up their own industrial sector, theres has been no cholce dbut to turn
to the imperialist bankers and monopolists for loans, tocols, technology or
direct investment - on the imperialists!' terms., With few exceptions, the
"Third World" couniries that have turned to industrialisation and attempt
break from a position as suppliers of agricultural goods and mineral 3
done so only at the price of mascive indebtedness to the imperialist b
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bourgsoisie and landowners, and the limited scale of the middle class. This

made 1t difficult tc sustain a home-based industry, while the strength of

estatlished multinaticnals made 1 % T to capture extsnsive
u

ad extremely difficul

export markets (see article in Sute¢liffe et al.).
Similarly, while one or two obvious mass-based consumer industries -

textiles etc - might hope to establish themselves in a "Third World" economy,
Sutcliffe argued that an industrialisation could not be considered independent
unless it extended to a wide range of industries, including capital goods
industries. And in this, as in other qguestions, a paramount problem was the
extensive imperialist monopoly over modern technology and patents, acguired
over decades of expensive ressarch and development and Jealously guarded from
votential rivals, He argued that: )

* The newly independent Third World countries came on the scene late, but
were forced to compete from day one with large-scale and modern multinational
mass producers,

* The restricted resources and gensral economic backwardness of the Third
World countries restricted large-scale investment - unless from foreign
sources -~ and impeded the develo ment of .z skllled Labour force.

* The Third World countries were -and are - in many respects economically
backward in comparison to Western Europe on the eve of its industrialisatiorn

* They have been forced - unlike the Furopean capitalists - to compete with
large and sophisticated capnitalist states with acvanced economies, In addition,
they have laboured under the exvloltation of the imperialist banks and multi-
nationals drawing from them a continual flow of profits, interest payments,
fees and royalties., And insofar as the "Third World" countries began to make
headway in world markets (e.g. Korea) they run into efforts by the imperialist
bourgeoisie to keep them out of vulnerable areas, and protect industries in the
metropolitcan countries.

For many there were additional, more specific mechanisms to tie them into
the web of imperialism, The colonial powers often tried to maintain ties of
dependence and preferential trade with their former colonies and to entrench
this through currency blocs and other institutional frameworks.,

In general terms, the imperlalists developed the closest possible links
with both the biggest sections of the bourgeoisie or ruling oligarchy and wi
the officer corps of the armed forces, The training of army officers, and pg .ce
forces, the provision of military aid and supplies, and economic assistance
for roads, airports and other projects of use to the armed forces are all
ways by which the imperialists cultivate links, which, under certain cnditions,
can - as we have seen = bear frult in the seizure of power by a pro-imperial-
ist junta.

. Needless to say, nons of the above analysis should be read as an argument
for the nationalist utopia of a politically and economically independent

capitalist development in the Third World: it is purely and sinsply intended to
nlace the real industrial expansion and development which has occurred 'in
the context of the grin still retained by the imperialist powers in the
post-war world,

Andre Gunder Frank, who accepts the definition of Brazil (among others)
as a "sub-imperialist" nation in ths context of the Third World, analyses .
the Brazilian economy as a case history - revealing in the process how vast
is the distinction between the imperialists and Frank's category of "sub-
imperialists".



the slump in raw materials prices 1in tke mid 1950s brought devalu-
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ations to Brazil and Argentina in particular, Brazilian President Juscelino
Kubitichek encouraged a massive entry of foreign capital to enable the start
of a large-scale industrialisation.

om, coupled with a fall in real
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and in March 1954 came an imperialist-backed military coup. The more recent
neconomic miracle" brought about under the military dictatorship took off
after 1968. The results were spectacular, While income was nearly doublad
for the top 5% of Brazilians.in the period 1960-70, the bottom 80% saw their
share of the national income fall from 45% to 37%, with the bottom 40%
dropving most abruptly from 22% to 9% - an average 90 per head. By 1975
real minimum wages had been cut to 29% of the 1958 level, L5% of the level
at the time of the 1664 dictatorship,

The boom was lsd by the (largely foreign owned) auto industry, and
supported by massive state (in particular milita ry) expenditure,

Between 1968-74 Brazilian GNP grew by 10% each year, with industrial
production increasing annually at 11%. Exports soared by 500% between 1964~
75, to hit a total of %8,200m. Amid this flood of exports, the share of

anufactured goods doubled, most conspicuously featuring machirery, automotive
Joods, textiles and footwear., But it was no "autonomous development'": the
share of the multinationals in thais success story was nsar the 50% mark.
Multinationals control key elements of the Brazilian boom economy - with 90%
of the motor vehicle industry, 80% of rubber; 70% of machinery; 60% of elec-
tronics and communications, 58% of food and 50% of the textile and mineral
industries.

Ana while the super-exploitation of the new-boran Brazilian prole+a“':t

comvetitive on the world market, imparts of technology, egu pment
and ouhsr inputs for the multinational opsrations, together with cajital
Brazilian-based industries, grew faster than export earnings.
Desnlte 4ts "miracle", Brazil, the "sub-imperialist" power, still imports
over 50% of the equipment needed for hnaustrlal production. As a2 result while
exports grew from gl.4 to 8.2 billion between 1964-75, imports over the
same period rocketed from gl.2 to gl2.2 billion, on top of which should be
added the financial deficit of 3.2 billion for remission of profits, and
the servicing of the burgeoning foreign debt, which rose from g4 billion in
1968 to 22 billion in 1975, to $30 billion (3-4 yesars worth of total exports)
.n 1976, and reached g50 billion (as against reserves of only Z10 billion)
at the end of 1979.
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The outcome of the "miracle™ is that Brazil was then
its entire earnings of foreign exchange from exports simpl
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2%
crunch" and underlined its dependent status are by no means unigue.

The o0il price increases of the 1970s certainly worsened the plight of the
non-oil developing countries; but a far worse problem has been the incessant
and faster increase in the prices of manufactured imports from the advanced
countries and the soaring interest rates demanded by the imperialist bankers.

In 1975, according to UNCTAD, only 15% of the increased import costs of
the non-o0il Third Vorld was attributable to the rise in o0il prices: 85%
was due to inflation in prices of manufacturss from ACCs

And service payments on 3rd World external debts (without counting royalty
payments or repatriation of profits) rose at an average annual .rate of 14%
between 1950-69., As far back as 1963 - when few were aware of the "Debt
Explosion" - investment payments (debt interest and repayments) were the largest
single deficit item across the Third World, totalling 5.4 billion in that
year alone, In the 1970s debt service rose to account for over 10% of the
total export earnings of Third World countries.

More recently this whole situation has got completely out of hand - to
the extent that according to the World Bank no less than 85% of the new loans
eontracted by the LDCs in 1980 wsre used to repay old loans, and reuresented
no net inflow of capital to the LDC concerned, From 1978-1980, debt servicin
costs for the LDCs rose at an annual rate of 23%%. In 1981 according to the
World Bank the cost of debt servicing came to 99 billion - 85% of the 2117
billion borrowed by the LDCs for that year.

The scale of Third World borrowing - and these interest payments to the
imperialist banks - nas been further incresased by the recessiocn in the
imperialist economies which has knocked back demand and prices for basic
commodities exported from the LDCs,

The Debts Crisis
Brazil was faced with a bill of Z31 billiosn for servicing its foreign debts
1983 -~ 117% of the estimated vzlue of the country's total exports for the
year, Mexico's debt service charges amounted to 126% of export revenue,
Argentina's 153%%, Venezuela 101 % and Eolivia 118%. The three Latin American
big borrowers - Argentina, Brazil and Mexico - together owe more than 2200
pillion to the imperialist bankers and thelr agencies, They have to borrow
in order to pay their existing debts,

The scove of foreign debts accumulated by the LDCs grew rapidly during
the 1970s and their bourgeoisies, state bureaucracy or 'resident" multi-
nationals borrowed money which financed industrial development, bridged a
growing gap betwesn import bills and slum-hit ex‘ort earnings, and attempted
to buttress the various state and military machines agai nst the growing
militancy of an enlarged and increasingly restive proletariat.

They were able - and often urged and cajoled - to borrow vast sums of
money from the imperialist bankers, who after 1973 faced the task of "'recycling™”
and finding profitable use for the influx of funds from OPEC oil states.
Though the funds lent by the private btanks were initially st veru favourable
rates of interest, most of it is lent not at fixed, but at floating rates,
dependent on standard inter-bank interest levels.

Latin America (and other) governments turned to these private bank loans
because they were attractive, available (the international agencles did not
receive much of the "recylced" OPEC cash, and had insuffieient rescerves to
meet the needs of the non-oil LDCs), and did not carry the political/economic
strings attached to IMF and Vorld Bank loans, Between 1965 -1%976 the percen-
tage of Latin American debis owed to COumePClal banks quadrupled from 12%
to 47%., By 1981 this had risen again to 55%.



. -~
. yAS
4 major drawback of commercial bank finance however is that it is short-
term loan capital. By 1975-6 no less than 88% of loans to Third World countries
had repayment periods of less than 8 years. In a corresponding shift, the
percentage of Zuro currency credits to LDCs wltheamhiunkg of more than ten
years fell from 36.2% to a mere 1,.7% between 1973-75,

This switch in the structure of foreign debts ran alongside a sharp rise
in interest rates triggered by the tough monetary policies in the imperialist
ntres From a mere 6% in the mid 1970s the marker interest rate - the London
Intnrba 1k Offer Rate - soared to an average of 16.5% in 1981, resaching a
high of 19%. Though interest rates fell back to a (h’starlcaléy high) rsal
figure of 8%, this was accompanied by a 35% drop in commodity prices to the
s

lowest levels for 20 years

The President of the World Bank, Tom Clausen, has esaid that some 90%

of long and medium term bank loans to LDCs since 1980 have bveen dusg fo their
loss of export earnings. This money is being borrowed at exorbitant interest
rates from the imperialist banking centres in order to pay out more interest
charges and import bills to imperialist bankers and multinationals. And even
in the crisis of rescheduling and extending apparently impossible debt burdens
for Brazil, Mexico and other countries, fat profits are being made in the City
of London and on Wall Street.

According to a Latin Amercian Bureau booklet on the IM the banks ¢ 1
pick up fees of up to $1.25 million on every 81 billion le

(i'w

"Citicorp, one of the largest US banking companies, increased its profits

from its Brazilian lendings by 46% in one year, and that one country now

enerates 20% of Citicorp's world-wide profits. Brazil is five times more
D“?ILuable than any of the company's other lending operations. Mexico, the
Financial Times reported, faces fees of almost F200 million for its resched-
uling operation, and will end up paying so much more for its new bank credit
that *for many banks, it will almost double the return on assets earned from
Mexico.

"Citicorp is by no means an isolated example., Lloyds 23.nk International
i1s announcing qguadrupled profits in the half-ysar beginning in September
1982, noted that a major boost to i1ts profits came from countries such as
Mexico which were rescheduling their debts, (...) Libra Bank, the largest
London bank specialising in lending to Latin America, reported profits up by
t profitable

30% in its latest annual report and it now ranks as one of the mos
banks in the world." (The Poverty Brokers, p.10-11).

=
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with this kind of involvement and rev
"independent™ Third World countries, it i
hard hit were the tide of profits to be ¢
have the imperialist bankers inflated ths a
proportion of ressrves to loans back fto a mere
one of the "big borrowers" of Latin America cou
and international system of imperialist banking
to the lucrative interest payments involved - 1
are so keen to reschedule the enormous debtsd
(and British bankers equally anxious to bail ot
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But there is a big difference both in the global sums that have been
loaned and in the scope of the industrial base of the country to ocffer a real
vrospect of repayment, In this respect, blockaded Nicaragua, with its weak
economy subject to repeated US-backed sabotage, cut off from main lines of
internation borrowing to service its debts, and in practice receiving little
economic assistance from Cuba or the USSR, can be in a worse position than
Brazil with its towering totals of debt, or Argentina which currently owes

interest arrears or 2.9 billion from last year on its gL3.6 billion debt,

behind.

Little Bolivia, with its forei
now totalling around g3 billion,
rescheduling than the Mexican

bring down a chunk of the banking

1 debt gradually rising over the years, and
certainly worse placed to argue for

coisie, whose %80 billion debts could

ystem,

Zn
is

:
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s

the

An idea of the scale of the problem in the sub continent comes from the
recent meeting of finance ministers from 27 Latin American countries (including
both Chile and Cuba!) in Quito, Ecuador in January. Collectively they appealed
to the imperialist creditors to make changes that would ease the burden of

a total 310 billion debts in the region. They petitioned for a drastic reduc-

tion in interest rates and commissions on new loans and reschdduling packages.,

Meanwhile Peru was failing to reach agreement with the IMF on the renewa
£480 million credit which was suspended last ysar because the government
failed to mest IMF targets. In particular the bourgeois government had rejected
MF demands for an immediate 28% devaluation, along with cuts in government
spending. In Argentina, too, the IMF was at work trying to piece together a

scheme to salvage repayments after a previous plan collapsed last year,

out
bay-

In Brazil, while 700 private Western banks manned the pumps to bale
the government with a 6.5 billion composite loan to reschsdule overdue

ments, there was a new hitch as imperialist goveraments - in particular
Britain - failed to come up with their promised 32 5 billion package of credits,
And in Mexico there were doubts over how much of a new 3.8 billion bank loan

had been assembled - possibly less than g1 billion so far. Bankers are vplainly
less than enthusiastic now about further lending in Latin America.

Indonesia, however,
dictated targets,

which has impressed imperialist banksrs by hitting
its was offered an extra 100 million credit in excess of

the 500 million that had been asked for, as bankers scrambled for a share
of new and less worrisome pickings.

The firm hand of the IMF can be seen, demanding its various packages of
economic and political concessions as strings to lines of credit, in other parts
of the world as well. Both Tunisia and Mgorocco saw food riots in January, as
each regime attempted to impnlement IMF demands for the abolition of food

bsidies - only to face mass resistance, and be forced to retreat. This is
a by no means uncommon ressonse, and in numerous instances - most consplcu-

ously Turkey = reveated failures to impose IMF dictates by "normal!", "demo-
cratic!” governments have been followed up by draconian measures implsmented
more or less openly by Evren's military dictatorship.
Elsewhere, this option may not be open to the imperialists, and a different
kind of leverage nmust be avplied., Thus we find the Yugoslavian Salinists
cap in hand t the IMF - and the IMF presenting the regime with a stringent
list of conditions feor any new borrowing, including devaluaticn of the dinar,
the 1lifting of a wice fresze, higher domestic interest rates, tighter credit,
and a liberalisation of import policies (to allow greater Western genetration).
In a few countries the rising national bourg=soisie, working closely with
influential imperialist sponsors, has been able to carry out an extensive
industrialisation, in which foreign borrowing has been - after initial worries
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- brought much more under control. The Dr*mo example is South Korea, sing
ive US garrison in Asi

out as a showpiece for imperialism, and ill an actiy ia.
From the early 1960s the Korean bou*-eozs¢e embarked upon an industrizlisation
wnich changed the country from an exporter of fuels, minerals and primary
commodities to an exporter of manufactured textiles, machinsry, electronics and

other goods where cheap - often female - labour is a key slement. The whirl-
wind growth of South Koreancapitalism Wwas accompnanied by the brutal exploita-
tion and repression of the working class, and the competitive edge of South
Korean goods in the world market 1is Sdutalﬂed by pover Ly—leJel wages, the
prohibition of trade unions and political parties, and the denial of many
elementary social services. Comparable developments have been seen in Taiwan,
Hong Kong and Singapore, though South Korea is remarkable for its low (15%)
level of foreign o".'nersun° :

Elsewhere, the general rule is that the more backward the sonomy, the
more im need of investment capital, the less likely it 1s to receive loans or

n
)

development of multinational subsidiaries from the imperialists. The most
recent confirmation of this is the decision by the Reagan administration to
sabotage the plans of the International Development Agency, the chief provider
of "soft" long-term development loans to Third World countries. The IDA
estimated it needed Z24 billion for the next 3 years, or g16 billion simply to
stand still. Reagan insisted that it should raise no more than g9 billion,

and cut back the US contribution accordingly. The r=sult is a cutback on loans
to India, China and sub-Saharan Africa, which will be almost impossible to
replace from commercial sources.

)

While the white South African bourgeoisie, basking in imperialist support,
boasts that it is awash with offers of credit for new investment, the bulk
of black Africa is unable to obtain loans, and winds up as a result as net
depositors with the imperialist banks, since they must pay for their imports
by accumulating foreign exchange. These countries have suffered particularly
heavily from the drop in commodity prices, and the additiocnzl burden of a
prolonged drought which has devastated agriculture and trought a toll of famine.
Even the black African state most prosperously endowed with natural resources
and committed to industrialisation - Nigeria - has run up against the limita-
tions of attempting autonomous devslopment in a world where all the strings
of finance and technology are held by the imperizlists,

Only as the military took over from the "elected" bourgecis government
id the Western press turn any attention to the position of Nigeria, which has
aced a drop in oil refenues from $22 billion in 1980 to %8 billion last
ear, and needs to repay $1.5 billion this year in principal on medium and
long term dsbt, along with ZS30 in interest and 8850 million for rescheduled
dzbts, over and above a backlog of trading debts estimated at over g5 billion,

Having gone to the IMF and explained its irnabllity to mset payments on
Z14 billion debts to US and British banks, the Nigerian bourgsoisie was instruc-
ted to devalue the currency: its refusal led to a rejection by the IMF of =z
g2 billion loan request. On top of the financial crieis came the exposure of
the graft, corruption and ballot-rizgging by the government party, giviang the
massive and highly politicised army officer corps the green light to mgve in
and impose "order" - to the barely disguised relief of the British and
American bankers, but the dismay of some multinaticnal contractors engaged
in lucrative projects which now ssenm likely to face the azxe.

Cracking the ¥Whio

"Nigeria is critical in intsrnational oil politics, but as a debtor
country it is minor league, and a default would not be anytihing like as bad
as a major Latin American collapse., It owes 20 billion including arrears on
trade payments, less than a quarter as much as Brazil.(...)

"The Nigerian military government may, judging by its first reactions,
honour it bank debts and try to pay its creditors. But many other third
world countries are struggling for political stability under the same heavy
pressures, and it would be surprising if the wave of austerity throughout
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Latin America fails to produce similzsr political collapses - or military
coups - during 1984" (Buardian 4-1-8L4).

For the imperialists, the old options of simply invading z rebellious
colony and installing a new regime are - with the exception of Grenada - for
the most part no longer viable means of controlling events in the Third ¥orld.

n

Indeed as the numiliating US defeat in Vietnam, the Portuguese collapse ir
Southern Africa, the toppling of the Shah of Iran and Somoza in Nicaragua,
the current war in 1 Sslvador and the imperialist/Zionist embarrassment in
Lebanon confirm, it is no longer a straightforward matter even:to sustain an
existing pro-imperialist regime against a mass tide of active resistance.

ialism from

ng class suffers
e

S

As we know all too well, this by no means precludes impe
i
adership and this -
f
t

inflicting reverses and defeats on mass movements. The work
from an appalling and unresslved crisis of revolutionary le
as in Portugal - can at times be pushed back with the aid o
reformist misleaders even when power appears to be within 1

b oid

talinist and
s resach.

But how nave the imperialist powers tackled the probvlem of maintalining
their control over the nswly- independent states of the Third VWorld, and
ensuring that in crunch economic,circumstances there are sufficiently power-
ful forces operating to keep those countriss firmly within the norms and laws
of capitalism?

Most obviously, the post war period saw a succession of military moves
by US imperialism to construct a global network of alliances with uropean
and other imperialist and opro-imperialist goveraments aizned at encircling the
power of the Soviet Union Zastern Europe and China, and thus walling off the
Third World from the contagion of imagined Stalinist "expansionism", The 1950s
brought the construction of the HATO, CEWTO and SEATO alliances stretching
from Scandinavia across to Thailand, the Philippines and Australasia, with
extensive US bases in Japan completing the circle, In the post-war settlsment
Korean war the US secured a new chaln of bases in Asia, the Caribbean and
Europe, while the policing of Africa was left in the hands of the European
imperialist powers.

The 1950s saw US covert interventions procure the overthrow of radical
nationalist regimes in Iran and Guatemala, and obstruct the inevitable uni-
fication of Vietnam following the '"peace" accords of 1954, The US imperialists
sat back and sabotaged the joint Anglo-French-Zionist adventure in Suez in
1956, keen to emphasise its newly dominant voice in this increasingly stratersic
arena of world politics, US cash continued to funnel into the Israeli state
a strategic imperialist outpost in the region, the more important to combat
Stalinist influence in Egypt and Syria, while US arms and othesr support built
up the strength of the Shah's Iran.

In 1958 US troops invaded Lebanon., But after 1959 a combination of heavy
handed US tactics, Soviet involvemznt and a more than usually radical petty
bourgeois leadership in Cuba led to the revolution breaking its 1links with
imperialism, defesating a bungled invasion attempt, and becoming assimilated
szconomically and politically into the Stalinist orbit. This has proved.to
be the only non-Stalinist lsadersiip to develop in this way in the post-war
period.

The 1960s saw US covert involvement in the overthrow of the Lumumba
governement in Congo/Zaire, and the installation of Mobutu's dictatorship, in
the military takeover in Brazil in 1964, and the toppling of Sukarno's
bourgsois nstionalist regime in Indonesia, with the brutal revression of the
world's largest non-ruling Communist Party. From the mid 1960s Kennedy,
Johnson and then N¥Nixon stepped up the US military involvemsnt in Vietnan,
Cambodia and Laos which was only finally defeated in 1975.
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more afraid of the working classes than imperia1ism and the multinationals,
and heavily dependent upon the state machinery and the armed forces for their
protection and survival in astonishingly polarised and unequal social condi-

tions.

Those countries whose bourgeoisie have on occasion demonstrsted a greater
degree of actual political and economic independence from imperialism (aside
from the routine gestures of the United Nations etc) have done so in some
cases because of thelr control over svecific natural resgurces (Argentina and
the oil exporters); in others because of their bvargaining power as significant
markets or military agencies of imperialism; in other casss because the states
at the time of independence nhad a more developed and self-confident bourgeoi-
sle, sometimes able to count on alternative sources of aid and 'support from

the Soviet Union (India); or in some other cases because the regime is weaker,
more petty bourgeois and radical nationalist in inclinaticn and under pressure
from mass movemsnts of the working classes.

Yet with the c=ole exception of Cuba, each of the states that have gained
independence since World War Two have come firmly under the domination of
world imperialism -~ though in some cases later playing a subsidiary role in
helping to assert that demination, Indeed the case of Cuba - now incorporated
into the Stalinist economic structure - helps confirm rather than refute the
relevance of Trotsky's Theory of Permanent Revolution in the post war period
uncerlining the fact that only under the leadership of the working class and
its independent party and through the dictatorship of the proletariat can
the tasks of the bourgeois revolution be completed; and only in the inter-
national extension of the socialist revolution can national indepsndence from

imperialism e achieved.

In every case the limit to the radicalism of the petty bourgeois national-
ist regimes has been set by their reluctance to tolerate, still less unleash
the independent strength of the working class. Rejecting the revolutionary
socialist road leaves only vermutations of state capitalism and class collabo-
ration on an international level, within the framework of imperialism. This
was the "Algerian road", and has been followed - with variations - by every
subsequent petty bourgeois nationalist regime. For many, the control and.
developmesnt of state vowsr has been their oniy guarantee of access to careers
offering collective and personal enrichment. Since the state needs to establish
working links with the imperialist ruling clascses on the one hand, and effective
control over the working class on the other in order to fulfil this role, th
petty bourgeois regimes are drawn inexorably into collaboration with inter-
national capital, often brazenly discarding the more radical aspects of their
early political programme - or even the more radical exponents of these
views - in the process,

ndful of excepntional cases, in which a petty bourgeois
as i

rerzime has been regarde excessively radical and punished by loss of
lmner117*‘t suporort, turning instead to the Soviet buresaucracv. But th=se have
in the main proved to be temporary a“erratlons, later rectified by a more or
less abrupt break from Moscow. Egypt is the most obvious example, but we might
be witnessing a similar turnabout by iengistu's Zthiopia today, and Syria
tomorrow,.

But if the radicalism of the "left" nationalist regimss has for the most
part been tamed or channelled into comparatively harmless gestures, what of
the apparent emergence of powerful, militarised regimes in the Third VWorld,
loosely described by some writers as "sub-imperialist" states? Do they repre-
sent a gqualitatively new type of bourgeois regime, no longer dependent upon
imperialism, acting simpoly to satisfy their own lust for expandsd territories

or markets?

It is worth noting that the des ription which Andre Qunder Frank {(an
otherwise comparatively sensible defender of thenotion of "subimperialism")
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gives to the term is that "These semiperipheral and/or subimypsrialist economic
centres do more than occupy an internediate jlace between the centire and the
periphery of the capitalist international division of labour. According to
both Wallerstein and Marini and his followers, theses intermediate powers act
as political intermediaries - a role analogous to that played by the "middle
classes' betwesn capital and labour - in the unegual bargaining between the
metropolitan centre and its periphsry" (CITY¥ p.2). :

Frank is obviously not equating these regimes with imperialism, but poin-
ting to their often squalid roles as local agents of the imperialist bour-
geoisie. He lists Brazil, Mexico, Argentina, India, Israel, Iran and South

Africa as "sub~imperialist! regimes, militarily dominant in their own

regions, relatively industrialised, and with distinctive elemengts in their

own foreign policy. Others have Cla_ﬂ6d that Argentina war for the repossess-
ion of the HMalvinas islands was "evidence! of "imperialistic" ambitions on

the part of the ruling class - thus simu1taneou51y distorting the term "sub-
imperialist" and dismissing Argentina's strong historic claim to sovereignty
over the Malvinas islands, which was a promlnent ulank in the Peronist
programme of the 1940s and 1950s and well known to authors like Frank - though
few of the advocates of the notion of Argentina as "imperialist" - long

before the war erupted. y

Vet the burden of Frank's analysis is in reality to show how substantial
is the distinction between the political and economic status of the "sub-
imperialist" powers and the imperialist metropolitan countries. The military
high command a“d officer corps of Brazil and Argentina might well flush with

enthusiasm at the prosvect of developing joing alliances with US and British
imperialism and policing the South Atlantic: but nobody could be under any
confusion as to which countries would have the decisive voice in any such
pact, or whose interests the alliance would favour most. And while the INF,

the Clw, the Wall Street bankers, Detroit car bosses and countless multi-
national directors have at times a decisive say ian the political and economic
decisions taken in Brasilia, Rio or Buenos Aires, there is no suggestion that
- even given their huge indebtedness - any reciprocal power exists on the part
of the "sub imperialists" to enforce wholesale changes upong their big bour-
geols brothers,

In the case of Argentina, the Malvinas war, though utili slnb a lezgitimate
grievance and demand for sovereignty, was in many respects a despairing final
throw by the Junta at defusing a mounting working class challenge to its
vower and authority,

In biting the hand of an imperialism that had helped nurture and feed it,
the Galtieri junta was not strong enough - and nevsr serisusly believed it
would actually be called upon - to defeat the retaliatory strike by the British
task force. Defeated even in its diversion, and unable to rezsolve the eccnonmic
crisis brought about by its Friedmanite policies, the junta had 1istle choice
but to hand over to a bourgegis civilian administration which wo.uld be better
placed to strike a new deal with imperialism. The Alfonsin government,
“egecbln” the extremes of Peronist nationalism and projecting an "acceptable?
democratic and reforming face to bourgeois world opinion and initially .to the
Arg euuine working clasz, is seeking an orderly mesans of mending its bridges
with British and US imperialism as the only means to escave the debt crunch
offering up a few sacrificial generals as a peace offering, The imperialists
in turn are more than pleased to find a government prevarcd to talk interest
payments and cooperation,

How long this rather artificial honeymoon period can last tefore Alfonsin,
too, is obliged to go on to the offensive against the Argsntine unlons and
confront the redoubled strength of a powerful working class is an open question.
#hat is clear is that many of the objective forces which brought him to power
were plainly developing even before the Malvinas war: and that the Argentine
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The Brazilian military command, bourgeoisis and prosne
geolsie are a tiny segment of a Jast population in waich th
62% of the national income, 90 million live below the pove
are admitted by the Hsalth Ministry to be "under nourished! i
are incavacitated by epidemic disease., ow, buffeted by the growing o
strength of a newly developed industrial proletariat on the one hand and the
imperious demands of Vestsrn bankers and multinationals on the other, they
face the dilemma of whether to complete the planned transitipon from open
military rule to cosmetic '"democracy". While the immense size of the country,
its potential wealth, and the scope of industries already established might -
under other circumstances - suggest that Brazil is on the way to becoming an
imperialist world power, the realities of the present epoch, and the extent
to which the masses are already plundered by imperialist finance capital
means that it will remain no more than a powerful regional power in the Third
Worl da
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In similar fashion the Mexican bourgeoisie, utilising a vast mechanism
of graft to help contain the potential strength of the working class, presides
over an immense pool of human misery, with the poorest 40% of the population
having suffered a 33% drop in living standards between 1950-75. In 1973
only 55% of children aged 6-14 received a basic education in Mexico, and
96% of the pre-cchool population suffered from malnutrition in 1979. This
bourgeoisie is so far from being expansionist or "imperialist" that it leads
the effort of the world's social democrats and ‘'moderate" bourgeols governments
in the search for a negotiated settlement of the revelutionary upheavals in
Central America, which it fears may flow into Mexico itself.

The znalysis of the Indian economy by Andre Guader Frank casts doubt from
its second sentence on whether or not his label of "subimpsrialist" is at all
apt: "India, like Argentina, is an economy in a chronic and ever-deepening
economic crisis of accumulation, Attemots at salvation through subimperialism
3 la Brazil have failed thus far." (CITW p.27)

The Indian economy, dominated by the state sector, and comuparatively 1lif ‘e
penetrated by foreign cagital, is nevertheless a classical examnle of conbined
and uneven developmeni, and at only arcound = the size of the British economy
economy with a posulation 12 times as large, is plainly nowhere near the scope
0of the imperialist powers for all its devel onwuht of nuclear bombs and jet
fighters. Frank's list of fore investments by Indian capital (65 instances
in 43 countries) pcints out that many are designed sinmply tc 'prooote or

assure cxport marikets abroadh (p.36), and goes on to state that

"105 ventures with a higher combined Indian egquity than thoses in operation
have been abandoned either after approval or after initiation, indicaiing
the obstacles that Indian capital encounters in the realisation of its sub
imperialist ambitions abroad" (p.36).

The poverty of the masses in India (where wages have veen falling both
absolutely and as a share of national income, and in 1978 L43% of the rural
population and 41% in the urban areas (290 million people) were living below
the poverty line) has meant that desnite the size of the population, thers
has been insufficient guarantsed market to lure in the mass croducing
multinationals who already have an abundance of chean latour avallapvle in
strategic production centres.

The large and well establisns ie is certainly reactionary
enough to nurture exposnsionist dr : but the extent to which
it is useful to describe India as (or even "failed subimperi-




Frank's other examples are Iran - where the argument has now co
following the ousting of the Shah - the imperialist-created settler
Israel, and the curious, bellicose, powerful and ambitious Luropean
regime of South Africa. In each of these two cases a commonality of
interest, ideology and military dezign binds these regimes to the 1
but they are in no way typical Third World regimes - and without co
US subsidies, Israel's economic situation woul apoear dramstically

As used by Frank, the category of "subimperialism" appears more
than clarifying: as used by others, who wish VLrtually to eguate it
imperialism, it is still more confusing and misleading. '
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Some conclugions: Imperizalism and Cur Programme

Ymch has changed in the world since Lenin: much has changed since
Trotsky was struck down in 1940. Many formerly colonial peoples have risen
up to compel their imperialist rulers to grant them formal political
independence. Capitalism as a world-wide system of exploitation has sunk
roots into previously untouched agrarian and feudal-ruled territery; previous
generations of peasants have been dragged, however reluctantly, into new
factories and industrial planis to form sections of an enlarged, potentially
more powerful world proletariat. Imperialism, as monopoly capitalism, seeking
to preserve and extend its domination and exploitation of the resources of
the world, has adapted its forms and methods to fit changes in the relative
strengths of the imperialist powers, changes in the relative sitrength and
global reach of the Stalinist bureaucracy, and - most significantly -
changes in the post-war balance of forces between imperialism, the local
capitalist classes, and the counter-revolutionary Stalinist bureaucracies
on the ome hand, and the intermational working classes (proletariat and
poor peasantry) on the other,

Imperialist power today still contains a sitrong element - often a decisis
element - of military threat, though such threats have been defied and
successfully beaten back in a number of important instances - including
Cuba, Algeria, Vietnam,TAngola. S

Imperialism still seeks, though today more through indirect than direct-
means, to apply political coercion and dictate policy to the peoples of the
Third World. It still rests upon the export of finance capital, which facilitates
the exploitation of the masses for the benefit of the bourgeoisie both in
the developed metropolitan countries and in the Third World. In some cases
a slightly enlarged share of the cake has had to be handed over by the
imperialists to satisfy the expensive appetites of the newly emergent national
bourgeoisies, military commanders, petty bourgeois state functionaries
and leaders of yellow trade union confederations.

In some instances of conflict,the bare figures on the cost of military
repression and the subsidies paid to preserve reactionary regimes might
appear to wipe out any real profit to be made by the imperialisits (Vietnam,

I Salvador). But such invesiments of financial and military resources

are seen by the imperialists not as straightforward profit and loss operaiio:
(though the arms manufacturers and their suppliers of course make a killing)
tut as part of the world-wide political struggle to preserve the dominance

of imperialism. The immediate balance sheet (in which defecits can in

many cases = as with Vietnam - be spread across the whole capitalist world
economy through the devaluation of the dollar) is seen as less important

than the long-term balance of class forces upon which imperialist exploitation
depends. Why else would level-headed US strategists propose to plough billions
of dollars into butiressing up the impoverished and marginal economies of
Central America, or seriously contemplate military intervention against
Nicaragua? The political stakes are seen as far in excess of the economic

cost — which in turn is vastly more than even the most voracious Us
miltinationals could hope in the short term to extract in profits from

Central America. '

In any case the profits are made in almost every case by multinational
corporations, while the costs of imperialist military and economic support
to reactionary regimes are borme by the state = and thus shouldered in part
by the workers and middle classes in the imperialis® countries.

Imperialist oppression and exploitation is thus a major factor in the
daily lives of the majority of the world's population. Their misery is
intensified by the extent of the tribute levied Dby the imperizlist monopolies
and bankers over and above the brutal extortion of their "owm" landowmers,
bourgeoisie and military rulers.

s Al s Pt s b L L H
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This factor of double exploitation remains valid even if it is cynically
utilised in the nationalist demagogy of certain petty bourgeois or even bourgeois
politicians and populist leaders who wish to divert attention from the
savagely reactionary nature of Third World bourgeois regimes, or win a mass
base of support for utopian nationalist policies.

Put to draw the conclusion that the Third World countries are oppressed
and exploited by imperialism by no means leads to any popular frontist
policy — any more than the fight against fascist dictatorship called for a
resort to class collabortaion on a purely "democratic" programme. The national
oppression of Third World countries is a factor that must find expression in
the proletarian programme for these countries; but it does not mean that
the programme itself can or should be reduced simply to some form of
"mational liberation® struggle. Let us look 2 litile more closely at the
implications of this analysis.

1) The complex and uneven course of events, and the expereince of +the
‘working class since the writing of Lenin's "Imperialism" has confirmed above
all the basic tenet of Trotsky's theory of permanent revolution., In the epoch
of imperialism, where even the completion of the democratic tasks of the
bourgeois revolution run into conflict with the needs of intermational
capital, only the working class, by taking the leadership of the struggle

for democratic demands and incorporating them into its programme for a
revolutionary workers! government and the dictatorship of the proletariat,
can carry through the radical solution of the unsolved democratic tasks.

The old landowming classes, the oligarchic elements of the national
bourgeoisie (tied more or less openly to imperialism), and the aspiring
national bourgeoisie (in need of patronage,credit and markets from the
imperialists) have confirmed themselves to be politically impotent in the
achievement of meaningfl political or economic independence, or the most
basic democratic rights for the working masses. Their fear and hostility
towards the working class and poor peasantry in each case have far outweighed
their tactical differences and their subordinate opposition to the imperialists.
The conflicts between different sectors of international capital, the diff-
erences between intermational and national capital, and the differences
between various elements and interest groups of national capital in the
Third World have in every instance proved secondary to their common opposition
4o the independent strength of the working class. Indeed the further development
of capitalist industrialisation has strengthened and enlarged the proletarist
as zn economic and political force in society, and intensified this basic
class antagonism,.

2) Related to this has been the consistent lack of any political independence
or decisive role played by the peasantry as a social force in Third Horld
politics. Preyed upon from time to %time for mass support by petty bourgeois
and bourgeois demagogues, the peasentry has remained,as Trotsky analysed,
torn in allegiance and practical politics between the forces of its masters
~the landowners znd bourgeoisie - and the industrial working class (insofar
as the working class has itself been 2ble to develop an independent political
voice). ,

Even Tidel Castro's unigue guerrilla victory from the mountains of the
Sierra Maestra into the urban sprawl of Havena relied less on the peasantry
as a fighting force (the Rebel Army was only 1,500 sirong at the time of
victory) than upon the more or less passive acquiescence of peasant farmers
and agricultural workers while the Batista dictatorship, lacking any popular
base of support,crumbled not least due to its own corruption, economic failure
and alienation of the working population.

3) The third element of Troisky's analysis, vindicated by nearly 80 years of
development since 1905, is his insistence that the international extension
of a revolution is its only guarantee of defence and the completion of its
tasks., Revolutionary struggle must begin on national foundations; but the
internationalisation of the capitalist eccnomy, +the combined and profoundly
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uneven nature of capitalist develcpment, and the scale of the resources in
the hands of the imperialist bourgeoisie for sabotage, economic, political
and military intervention, all underline the folly of seeking to build "socialism
in one country". Most crazy of all is to imagine that it is pessible o

build socialism in a single backward, dependent economy, subjected o
imperialist blockade and encirclement, and denied access to the capital and
technology required for economic development. The degeneration of the Russian
revolution, and the deformations of the various Stalinist or Stalinised (Cuba)
economies which have emerged since World War 2 have ably borne out this
starting point of proletarian intermationalism, and should serve as stark
warnings for revolutionaries in other Third World countries. Similarly the
reactionary degeneration of even radical petty bourgeois nationalist regimes -
following along Algerian lines — are a confirmation of the pressures that

are exerted by imperialism on the newly independent, isolated state, and

the material changes that transpire when a caste of petty bourgeois leaders
and administrators lay hands on the state machinery and state—owned indusiries
without any accountability to a politically-independent working class.

A) Since Trotsky wrote his first outlines of permanent revolution, an immense
range of reformist, petty bourgeois and bourgeois nationalist, and(Sﬁbsequentlga
Stalinist leadérships have emerged and implemented their own programmes for
the Third World. The Stalinists, by reverting to the Menshevik notion of
fized "stages", and seeking collaboration with the "democratic! national
bourgeoisie at the expense of working class independence, in effect reverted
4o the politics of the reformist Second International. This was consolidated
as a global policy at the 1935 Seventh Congress of the Comintern, where the
Popular Front sirategy was adopted — and eagerly embraced by Stalinist parties
in Latin America and across the colonial world. With a brief and uneven brezak
around 1947 at the onset of the Cold War, the same policy has formed the
bedrock of Stalinist politics in the Third World ever since. In 1965 the
Eremlin bureaucrats went so far as to stage major international conferences

in Prague and Moscow to commemorate the 30th anniversary of the Seventh
Congress and argue the relevance of the Popular Front sitrategy on a world
scale. This was 2 deliberate attempt to counter the impact of the more

radical style of popular frontism embodied in Fidel Castro's (subsequently
abandoned) guerrillaist line: it bore bitter fruit in the Chilesan CP's
support for Allende’s popular front government up to the Pinochet coup of
1973.

This same class collzborationist stance on liberation struggles and on
policy for the independent countries of the Third World ( "first® an "anti-
imperialist" common bloc with the "progressive" naiional bourgeoisie to secutd
a democratic regime, some reforms, some economic developmentj;"then" moves
for socialism) has dovetailed &n completely with the confused, sometimes
more or less radical politics of nationalist sections of the petty
bourgeoisie. They, too, see the immediate question as an alliance with anyone
and everyone to achieve democratic reforms, and are more than willing %o
leave "socialism" (insofar as thay accept "socialist" temminology) %o the
indefinite future. The various wings of the anti-imperialist and radical
movements in the Third world thus tended to be dominated by variations of
the one common political lines the separation of socialism from the struggle
for independence and democracy, and the subordination of the independence
of the working class to a cross-class alliance — allisnces which, without
exception, have worked to the detriment if not the destruction of the
independent workers'! movement.

5) I+ is in this context that the political confusion of the post-war Trotskyist
movement, and its failure to develop ean adeguate grasp of Stalinist politics
or the politics of the Third World has done so much damage to its development.

Logically, Trotskyism should have established - 2t least within its own
ranks, but in many instances penetrating the wider workers'! movement - the
need for an alternative, revolutionary, proletarian line o the class
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collaboration and nationalist adaptations of the Stalinists. Building on
the theory of permanent revolution, recognising the growing sirength of the
industrial proletariat even in the most apparently forgotten Third Horld
countries, and recognising the abject failure of cross-—class alliances in
the preceding decades, Troiskyists should have been at the forefront of the
struggle for the organisational and political independence of the working
classg, the independence of the trade unions from the state, the bresking
of 1links with bourgecois parties, the development of a programme of demands
including the opening of the books of the Third World bourgeoisies to exzpose
their links with the imperialists, and a clear intermationalist programme.

Instead, much of the Troiskyist movement spent the 1950s confused over
the role and direction of world Stalinism (where many imagined that whole
segments of the Stalinist leadership would be moved spontaneously by
objective pressures towards revolutionary or at least cenririst politics) and
the 1960s, in the aftermath of the Cuban revolution, chasing after Castroile
guerrilla groupings, the Algerian FIN leadership and other stripes of
nationaliste.

Since then some belated "self criticisms" have been written (Algeria 1969;
Latin America 1977) tut, as the USFI's current line on Central America shows,
few lessons have actually been learned, and important sections of the
Trotskyist movement retain a cross—class programme for whole sectors of
the worlds coupled with adaptations to various Stalinist currenis. Indeed
the American SWP leadership has come out openly and combined cross class
politics in today's struggles in Latin America with an explicit argument
justifying Fidel Castro's leadership in capitulating 1o the politics and
methods of the Kremlin Stalinists in the early 1960s ("ouldn't we have
done exactly the same thing?" - see"Revolutionary Cuba Today"). Going even
further, they describe Cuban foreign policy today - indistinguishable in
any essential from that of Moscow - as "proletarian intermatiomalism™.

6) As might be expected, given the preceding analysis, the experience since
the time of the Comintern shows that there has been little opportunity to
test out or implement the guidelines of the "Anti Imperialist United

Front" spelled out in Comintern Theses. They insisted upon proletarian
political and organisational independence, but accepted the possibility,

on that basis, of tactical alliances with fighting, revolutionary democratic
sectors of the national bourgeoisie. In practice the national bourgeoisie
between the wars (India, China) preferred Sregr ol cEighls the working
class than to fisht imperialism, while the Stalinist degenreation of the
Comintern brought the liquidation of its fimm class line. The same has
remained the situation since World War 2, 1

Does this then invalidate the Cominterm's Theses as guidelines for today's
anti-imperialist struggle? In my view, while there remains a theorstical
possibility of the Theses being applied to struggles -~ such as those in
Central America — the practical, concrete conditions meen that they are of
little value.

Firstly, the Theses — like the other Comintern Theses on the proletarian
United Front — were intended o be implemented by sizaeble, influential
Communist varties. Trotsky specifically argued that without such a party
the question of United Front tactics does not arise. Realistically, mass—
based Trotskyist parties are likely to take a long time to tuild. Yet without
a mass base of support we are in no position to defend the political indep-—
endence of the working c lass — and therefors we are unable to meet the
first part of the Comintern's proposifion, which insisiss

#The workers' movement in the colonizl and semi-colonial countries
must first of all establish itself as an independent revolutionary factor
in +the common anii-imperialist front. Only when its importance as an inden-—
endent factor is recosnised and ids complete political avtcmomy secured
con temporary azreements with bourszeois democracy 2 considered permissable
-Snr-ﬁnecessad.‘ °
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"Similarly the proletariat supports and advances such partial demands
as an independent democratic republic, the abolition of all feudal rightis
and privileges, the introduction of women's rights, etc., = insofar as it
cannot, with the relation of forces as it exists at present, mske the implem—
entation of its soviet programme the immediate task of the day."
(Theses, Resolutions and Manifestos of the Cominterm, p418)

Theoretically, however, and quite zbsiractly, there is no reason to
deny that a mass, revolutionary, working class-led struggle against
imperialist intervention or for national liberation could - without political
compromise - 21low the participation of any willing petiy bourgeois or bourgeois
forces that could be found.

N

The problem arises when the petity bourgeocis and bourgeois forces become
accepted by workers as the leadership of the movementi, because from there
the next step is that they move in to block out the independent demands of
the working class and in particular to repress the voice of Marxist revol-
utionaries.

7) The imperialist exploitation of relatively advanced as well as obviously
backward semi-colonial countries in the present period is in no way an
argument for a cross-class or popular fronitist political line restricted

to "national independence". On the conitrary, everything in the development
of Leninist and Trotskyist theory and the practical experience of class
struggle since the turn of the century points to a line of proletarian
independence.

Is it possible, therefore, to devise an adeguate proletarian programme
in the Third World which has no points of overlap with any sections of the
"national" bourgeoisie?

The answer must be 'no': because there are definite problems facing
revolutionaries in Third World countries which will, at least initially,
apply under bourgeois or workers' rule.

Most conspicuous of these is the problem of economic (and 3hrough this
political) dependence upon imperialist finance capitale. This problem itself
can be divided into two categories of country: (z) the more industrizlised -
and in general more debt-ridden and integrated — countries, where the tuestion
is one of the immense burden of interest and principal repayments, coupled
with the threat of ostracism and outright blockade in the event of repudaition
or default; and (b) the possibly even more acute problems of the most
utterly backward, under- or non-developed countries of Africa and Asia, where
there are few external debts because there has been little or no intermal
investment, and there is little or no prospect of securing intermational
loans.

In the first instance, the sheer scale of imperialist lending and commitment
of resources are both 2 liability and at the same time a massive bargaining
counter for a victorious working class revelution. A workers' government in
Argentina, for example, recognising the extent to which whole banks and
powerful multinationals hang on the fate of their loans and investments in
Argentina, would have a wide degree of choice on the tactics they should
employ. In choosing whether or not to repudiate the country's $40 billion
debts, the new revolutionary regime would need to weigh up: the short—term
prospects of parallel revolutionary struggles in Brazil and the remainder of
Latin America, or the Conirary danger of isolation; the chences of
achieving a short-term self-sufficiency in essential goods in the event of
a retaliatory imperialist blockade; the desirability and possible terms of
jncreased Soviet and Bastern bloc trade and other economic assistance; and
the revised terms and other concessions which they might be able o screw
out of the imperialists — bankers and industrialists - in exchange for not
repudiating the debt.

In finer detail, an Argentine workers' government would be able to
open the country's economic books and bresk down the global figures of
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indebtedness, determining to what extent the "debis" are atitribuiable %o
military spending, corruption and othsr elements; to what extent they represent
payments to other semi-colonial countries and the Soviet Union; to what
extent they represent extortionate profit-taking, price-fixing and overcharging
by the multinationals, or interest payments and fees to London, New York and
Paris bankers. How much, convesrely is down to necessary medical supplies,
irreplaceable raw materials and foodstuffs, and items which a workers'! stale
Will still require?

The workers could then decide which, if any,o0f these elements should be
paid, and how important they are, while pursuing the fight for the intermational
extension of the revolution, and demanding aid without political strings from
the Kremlin and Peking leaderships, ~

Similarly, the imposition of workers' control and the opening of the
books of the multinationals, foreign-owned and joint btusinesses, and .
Argentine capitalist emterprises would be a basic preparation of a programme
of expropriation in which a revolutionary government would be able %o
choose tactically how many holdings should simply be taken over, and which,
if any, should be allowed to operate under rigid workers' contrcl, centralised
planning and a state monopoly of foreign trade.

Such details could be finalised and concwyaiised in the course of struggle.
There are only two principles that must be upheld inflexibly under all
conditions: a clear rejection of nationalist dreams of an autarchic, independent
road to socialism in a single country; and a rejeetion of any notion that
any particular form of temporary compromise with imperialism, Stalinism or
the national bourgeoisie is either inevitable or desirable. There is no commmon
national interest" between bourgeois and proletarian in the Third World any
more then there is in the metropolitan countries. Nor is the capitalist
"yiability" of Third World countries any more sacrosanct than the "wviability"
of individual capitalist enterprises. The one and only starting point must
be to advance the class interests of the working clasgs, which can only be
defended by the class itself, under revolutionary leadership and through its
independent class organsations,

In the second instance, however, in the most backward economies, the
perspective of revolutionary development is even more complex. Theses countries
have much smaller debts, less links with imperialism, because they have
neither economic clout nor strategic significance in their own right for
the bankers and industrialists of the imperialist countries, Put as Trotsky
pointed out in the case of Mexico in 1938, development of industry in 2 poor
country is not possible without foreign capital. A workers' and peasants?
government would need to confront this stark difficulty, or face immense
pressures to compromise politically with the imperialists.

How could this be done? Could a new, revolutionary regime in Africa, for
example, expect to increase its bargaining strength with a hosdile imperialism
which will be keen above 211 to extinguish the revolution which mizht otherwise
spur on similar struggles elsewhere? The examples of the Sandinista revolution
and the Cuban revolution — toth cold=~shouldered and blockaded by US imperialism -
suggest strongly that this would not be the case,

Where, then, could external finance come from? Should a Cuban-style
political compromise be made with the Soviet bureaucracy in exchange for
economic backing? Could lMoscow and Peking bureaucrats be played off against
one another to minimise the political strings involved and maximise the 2id?
Could reciprocal deals be made with other radical peiiy bourgsois regimes
and social democratic governments? What would be the political price of
such arrangements? '

Whatever tactical steps might prove to be necessary, whether they include
offering strictly-controlled concessionary deals with capitalist firms
(2s the Bolshevik leaders did, and Trotsky suggested for Mexico in 1938), or
joint projects with Stalinist countries, the crucial component must be a




proletarian, revolutionary varty committed to the political independence
of the working class, an independent irade union movement to defend the
interests of the workers, and the completion of +the democratic programme
for the working class, for women and national minorities and for the
poorest layers of the peasantry. There must be no idealisation of the
status quo, no zcceptance of national isolation, no let—up in the fight
to extend the revolution, and compromises would need to be clearly and
honestly explained to the masses,. -

8) From the standpoint of revolutionary struggle in the imperialist countries,
it is essential that the workers! movement is systematically educated on

the extent to which their "own" bourgeoisie profits from and perpetuates,

and has strengthened itself as a ruling class as a result of - ¥ e

its exploitation and oppression of the most downtrodden workers in the

Third Horld,

The opening of the books of the multinationals and the imperialist
banks to reveal the extent of this plunder, campaigning for the renmunciation
of Third World debts and a commitment to aid anti-imperialist struggles
and revolutionary regimes should be included in the z2gitaticn and
programme of Trotskyist groupings in the imperialist countries.

Active support for liberation sitruggles of oppressed minorities and
peoples — in particular the Irish and Palestinian siruggles — must be
combined with a Marxist critique of petty bourgeois programme, methods
and leaderships thrown up in these strugzgles. The most decisive element in
achieving the mnification of Ireland or a secujar Palestine as part of
a workers! and peasents'! revolution in the liddle East must be the
WoTrking class — which cannot be mobilised by heroic individual, elitist
armed actions, and still less by opportunist top-level wheeling and dealing
with sections of the bourgeoisie.

The road to national liberation in these cases must run through a secular
programme, combining democratic and transitional demands, seeking to brezk
down the reactionary popular front alliance of the Loyalist and Jewish
workers with their "own" bourgeoisies, which forms the bedrock of their
sectarian states.

Put in no case -must such a programme be counierposed fto the unconditiona’
defence of the existing organisations and struggles of the oppressed
against the repression and stete terrorism of the oppressors. This line of
unconditional but critical support is a2t times complex in its application,
where the resistance to oppression takes confused ahd at times even
réactionary, sectarian or nationalist forms. But the guiding line for
larxists in imperialist countries must be that their chief %ask is to break
through the chauvinism and racism inculcated in their own working class
by the imperialist bourgeoisie and its loyal labour lisutenants. Only
insofar as larxists are seen to combat reactionary moods and movements at
home znd to withstand the pressures of bourgeois and social cheuvinist
"rmblic opinion® can they hope to gain the respect of and begin politically
%o influence the most committed anti-imperialist fighters, This is
clearly the spirit of the Comintern's views on the early British Comrmunists
and the Irish struggle, where the crierion advanced by Radek and others was
not the publication of this that or the other article in the British
Communist press, but active, agitational work in the workers' movement -
how many were being imprisoned for th2ir stand?

While there has at times been a damaging »olitical adapaation by
British Marzists to the Irish republican movement, the main weakmess
of Irish solidarity work has been that it has so often been tokenistic,
propagandist and superficial, based on a failure to grasp the necessary
fight for a base at rank and file level in the unions and Labour Party and
at the seme time fight the reformist bureaucrats, the Sfalinisits - and the
Militant! Hence the 2bysmal and quite scandalous weakness of wthe Irish




ex
solidarity movement in the period of the hunger sirikes of 1981, which

produced a wave of sympathy in the British working class, but saw the
British left standing back largely paralysed.

9) Above all, if British Marxists, and revolutionaries in other imperialist
countries are to be taken seriously on an international level and remedy the
guite appalling weakness of Troiskyism in the oppressed countries of

Africa and Asia as well as confront the real problems of the revolutionary
siruggle in Latin America, we must start from a recognition that

imperialism is alive, and sick, inflicting untold misereis and obstructing

o

any real progress for the millions of the Third World.

When Lenin wrote of imperialism as “"moribtund capitalism™, 2nd Trotsky
wrote 20 years later of the "death agony of capitalism", they were
pointing to the objective material basis for socialist revolution on a
national and international level which had been created by the advent of
monopaly capitalism. EZven in the warped, deformed, bureaucratised development
of China since the war we can see in comparison to India the extent $o which
many of the problems and miseries of the world foday could have been
eliminated by a successful extension of the revoduiion as envseaged by the
Bolshevik leaders., The continued domination of . imperialism has brought
a malignant, patchy and contradictory development of capitalism and of
its productive forces: but Lenin and Troisky were right to direct atltention
to the fetters placed on that development by monopoly capitalism itself.

That Lenin and Trotsky have been proven tragically over-optimistic in
their assessments for revolutionary siruggle is due not fto any failure o
grasp the objective nature of imperialism, but fo the immense political
obstacles which have time and again barred the proletarizai's rise to
power, the failure of Marxzists to consiruct Bolshevik-style revoluiicnary
parties with a2 mass working class implantation, the degeneration of the
Comintern, the revival of socail democracy and the proliferation and
confusion of petty bourgeois nationalist politics  in the post war
period, which has also seen the fragmentation and chzos of the Troiskyist
movement,

Further discussion on imperialism - theoretical investigation of its
economic structures and laws of motion, which I have not even fouched upon
here, and closer analysis of particular imperialist and exploited nations =
is plainly essential for Trotskyists. There is much ground to make up.

Put perhaps the most valuable reference point for any such discussion
would e in terms of the development, extension and concretisation of the
Trotslkyist programme for the various oppressed countries and nationa of
the world.

This is +the best means to ensure that our theoretical debates and dis-
agreements do not lose sight of the class struggle which they are supposed
4o help advance, and to steer the WSL back towards the path ( from which
it has wandered since 1982) of seeking to make a tangible political
contribution to the fight for the reconstructio. of the Fourth International.
We should judge would-te WSL "theorebticians" not by their ability fo
handle long words, lists of figures and complicated arguments by more or
less obscure ' Marxist economists, but by their commiiment in
practice to programmatic clarification of the Trotskyist mo vement and the
tuilding of a working class cadre at home and abmoad as the basis of
development of our international work.

Cunliffe, Febrmary 18, 1984.
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TABLE! . —
= American Bank Profits and Assets in Foreign Countries 1980
3 Rev. Total
¢ S Banks Total Foreign  For. :
S Larges . Revenue  Revenue  as % of Foreign SegaD
(3 Billion) (3 Billion) — Assets ~ Asses DEBT PER CAPITA: 1960, 1970, 1980, 1932
(S Billion) . ’
Citicorp 14.2 9.1 64.1 ﬁ- ;’ ! 1960 1970 1980 198
i ! 7 2 n
Bank of America 12.1 6.3 gl it Argentina .62 106 60 1,38
Chase Manhanan 8.0 5.4 = 27'3 ! Braxzil » 34 50 575 7C
« ] P Morgan 5.2 3.2 §;-§ o | Mexico 33 78 557 1,14
- Mfrs Hanover 5.2 i-g i 17:3 | Bahamas n.a. n.a. 357 n.:
Chemical New York 4.3 2.1 5‘ 3 16.4 Barbados n.a. 67 639 n.a
Bankers Trust 3.7 2.0 - 2 Bolivia 54 112 526 53
First Interstate 2.3 1.3 57.2 : Chile 73 270 893 1,55
; 5 B .Colombia 23 S0 269 39
- TOTALS 355.08 $31.9B (av. 58.0%) $5249. ™ 'Costa Rica 44 133 1,118 1,57
= - Dominican Republic 2 72 370 n.a
= ’ _ Ecuador 22 61 . 460 81:
TABLE IT El Salvador 14 37 192 31
Debefigurenfonkes ;_borrowers el - - Guatemala 13 35 128 21¢
Total debt Borrowing from Debt services in 1982 as % g;};?na ?;’ ]?]5 9‘;;‘ g':‘
Sbn  banksatend of export of goods Honduras 12 59 513 s4C
1981 Sbn and services Jamaica n.a, 103 752 n.a.
interest principal  total Nicaragua 29 19 870 1,032
. 2 29
Mexico 80 56.9 37 ;} j’ : Panama 56 202 1,497 na.
Brazil 75 527 45 . Paraguay 13 71 426 473
Argentina 37 24.8 44 135 ! Peru 26 81 503 660
South-Korea 325 19.9 1 43 33 Trinidad and Tobago 25 119 709 n.a.
Venezuela 18.5 26.2 14 81 93 Uruguay 53 133 621 1,209
Yugosiavia 18 10.7 14 32 46 Venezuela 49 20 800 2,044
P i 15 10.2 18 74 91 Average 36 79 555 911
Chile B g 8 ;g ;’;.g So Table 2 and 3 fi al debt fi
45 30 urces: Table 2 an or total debt figures. Population figures from IDB
Ecuador o m__&_o__ﬁ_ o Report 1982.

—

: Financial Times, 15 October 1982]
[Source: Financ m o Tpembane sobeo.

‘Probiem exposures’ for major American and Brizish Hanxs

I Pre-tax MﬂBud debt Problemn exposures overseas
profit reserve end-1982
provisions as Se of as e of
1982 1981 end-1982 total group
Sm Sm $m Sbn assets  equiry
Citicorp 1,300 855 650 9.8 7.5 204
Bank
Amernica 543 648 670 68 5.6 148 )
Chase
Munhattan 385 642 558 5.8 7.1 177
£m £m £fm £Bn
Hurclavs 495 567 749
Narthest 439 494 508 2.2 4 86
Midlands 251 232 484 3.4-3.8 7-8 218-244
Llovds 316 386 413

ISource FT, 23 March 1983, NB columns have been left blank when data not
uvaruble] '
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LATIN AMERICA AND THE CARIBBEAN: AVERAGE TERMS OF PUBLIC DEBT,

NEW COMMITMENTS 1972-1581
1972 1974 1976 1977 1973 1979 1980 1981
Au Creditors 142
Interest (per cent) 5.9 9.2 7-5 8.0 9.4 11.2 11.6
. ) 2.3 10.3 9.2 10.2 10.3 10.5 10.1
Maturity period (years) 13.0 12. ; : i 5 35 37
Crace period (years) 3.4 3.6 3.3 3.6 . . z
Official Creditors
Interest (per cent) 6.0 6.1 6.7 7.0 1’?8 1‘613 1;3 lgg
Maturity period (years) 20.1 18.2 18.2 IT.i 4'8 5-0 4—’3 39
Grace period (years) 5.3 4.8 5.0 4, : d 2
Private Creditors g 15.9
Interest (per cent) 7.5 10.5 7.8 8.2 1(8)(5) lgé lgg .
Maturity period (years) 8.5 9.7 7.1 7.2 4-1 i 3‘S 36
Grace period (years) 23 3.1 2.6 3. . ’
Source: World Debt Tables, 1982-3.
DEBT FIGURES, RESCHEDULING & IMF ASSISTANCE — 1982/3
Short- =
Total term Debt Sum
Debt (USS Debt (USS  Service in  Rescheduled
billion) billion) 1983 as a (USS billion :
1982 1982 % of exports May 1983) IMF Assistance (USS billion May 1933)
(1 2 (&) @) O]
Argentina 38.5 19.0 154 5.5¢% 1.6 (standby — 15 months)*0.5 Compensatory
) Financing Facility
Brazil 84.0 19.0 117 4.7 4.9 Extended Fund Facility *0.5 Compensatory
‘ Financing Facility
Mexico 80.0 31.0 126 19.7% 3.8 Extended Fund Facility
Total 202,51 69.02 - 29.9 10.3
Chile 17.0 5.0 104 3.4+ 0.5 (standby — 2 years)* 0.3 Compensatory
Financing Facility
Costa Rica 35 0.8 n.a. 0.7+ 0.1 (standby)
Colombia 10.3 4.0 95 - —
Ecuador 6.5 2.5 102 2.9* 0.2 (standby — 1 year)
Peru 11.00 4.8 79 0.3+ —
Uruguay 3.5 n.a. n.a. 0.8+ 0.4 (standby — 2 years)
Venezuela 28.5 15.0 101 13.0 — :
Total (10 countries) 282.8 101.1 — 51.0 11.5

+ still being processed.
1 represents 68% of total for whole of Latin America.
2 represents 66% of total for whole of Latin America.

Sources: Columns (1) and (2) — Table 3 in Statistical Appendix. (3) — Morgan Guaranty Trust ‘World Financial Markets’, February 1983.
w  (4) and (5) — Latin America Weekly Report WR-83-19 (20 May, 1983).

Ty
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TOTAL DEBT AND DEBT CHARACTERISTICS 1932+

n 2y (&)} 4 5 ®
Total Debt Short-ierm Owed to
Year-end Year-end (2 ssa Commercial Cwed to () ns a
1982 1582 pex cent Banks US Banks pey cent
(USSbn) (USSbn) of (1) (USSbn) {US5bn) of (1)

Argentina 38.5 19.0 49 25.3 8.8 - 58
Brazil 84.0 19.0 23 55.3 20.5 66
Mexico ‘ 80.0 31,0 39 64.4 25.2 8i
Total 202.5 69.3 24 145.9 54.5 . 72
Per cent of Total 68% 667 - T1% 67% _—
Bolivia 3.0 0.8 27 1.1 0.4 37
Chile 17.0 5.0 Pl 11.8 6.1 69
Colombia 10.3 4.0 39 5.5 3.0 53
Costa Rica 3.5 0.8 23 1.2 0.5 34
Ecuador 6.5 2.5 38 4.7 2.2 72
El Salvador 1.5 0.3 20 0.3 0.1 20
Guatemala 1.5 0.4 27 n.a. 0.2 n.a.
Honduras 2.0 0.4 20 0.5 0.3 25
Nicaragua 2.5 0.4 16 0.8 0.4 32
Paraguay 1.5 0.4 27 0.6 0.3 40
Peru 11.0 4.8 44 52 2:3 47
Uruguay 3.5 n.a. n.a. 1.1 0.6 31
Venezuela 28.5 15.0 53 27.2 10.7 95
Total 294.8 103.8 35 205.0 81.6 69

Sources: (1), (2) and (5), New York Times, 13 March 1983 (Quoting Morgan Guaranty Trust).
(4) Morgan Guaranty Trust, World Financial Markets, February 1983.

+ Total Debt includes public and pablicly guaranteed debt, and private non-guaranteed debt. Short-term debt is the debt due to be paid
within one year.

STRUCTURE OF LATIN AMERICAN DEBT,* BY TYPE OF CREDITOR, 1965-1980

PRIVATE OFFICIAL
Nationalisation3
and Bond Total Moulti- Totai
Banks! Suppliers? Issues? per cent lateral’ Bilateral ¢ per cent

1965 12.0 20.2 8.5 40.7 22.6 36.7 59.3
1970 19.5 16.9 83 44.7 24.4 30.9 §5:3
1971 22.5 16.4 7.9 46.8 24.6 28.6 53.2
1972 26.2 14.7 7:3 48.2 24.2 27.6 51.8
1973 32.5 12.8 7.0 51.3 22.7 26.0 43.7
1974 37.7 12.0 6.0 55.7 20.0 24.3 443
1975 42.5 10.8 5.2 58.3 20.0 21.5 41.5
1976 46.7 9.0 5.8 61.5 18.6 19.9 38.5
1977 50.4 8.0 7.1 65.5 17.2 17.3 34.5
1978 53.4 7.2 7.8 68.4 16.3 153 31.6
1979 56.7 6.9 6.7 70.3 ) 16.5 132 29.7
1980 56.1 6.2 7.4 69.7 17.3 13.0 30.3

Source: IDB Annual Report, 1982.

+ Debt repayable in foreign currency at more than one-year terms, contracted directly by public agencies or by private entities with
government guarantee. Includes the undisbursed balance, but not private non-guaranteed debt.

.

Notes to Table 5

1. Banks comprises credits extended by commerdal banks, whether their ownership is private or public, as well as credits from private
finandial institutions.

2. Suppliers includes credits from manufacturers, exporters or other suppliers of goods to finance the purchase of their products.

3. Nationalisation consists of debts which arise from the setriement for compensation to non-nationals for property owned by them, which
has been acquired by the public authorities by means of expropriation or by common consent.

4. Bond issues comprises securities offered to the general public which are traded on stock exchanges, as well as securities privately placed
with a limited number of investors, usually banking institutions, which could trade them on stock exchanges at a later date.

5. Official multilateral includes loans and credits extended by international, regional or sub-regional financial organisations, such as the
Worid Bank, the International Development Association, the [nter-American Development Bank and the Central American Bank for
Economic Integration. This category does not include loans made out of the funds adrninistered by the IDB on behalf of governments.

6. Official bilateral includes direct loans from governments or public entities, and government loans administered by the [DB.



OUTSTANDING BANK LOANS TO LATIN AMERICA

US BANKS (USS billien)

Total as

7 of

Banks’

Brazil Mexico Venezuela Cthers+ Total Equity
Citicorp 4.4 3.3 1.1 1.1 9.8 203
Bank America 2.3 2.5 2.0 Q 6.8 148
Chase Manhattan 2.4 1.7 1.0 L0 6.1 222
Man. Hanover 2.0 1.7 1.i 2.0 6.8 245
Morgan Guaranty 1.7 1.1 0.5 0.8 4.1 150

+ Includes disclosed exposure of more than 1% to Argentina, Yugoslavia and
Chile.

Source: The American Banker (quoted in The New York Times, 18 March
1983). -

BRITISH BANKS (£ billion)

Total Loans to Equity Total as 7 of

Latin America Reserves Banks’ Equity
Barclays 2.3 2.9 79
Nat. Westminster 1.8 2.6 69
Midland 3.6. 2.0 180
Lloyds 3.6 2.0 180

Source: Published Accounts and International Bank Credit Analysis (quoted
in the Financial Times, 31 May 1983).

TasLe 9.5
The External Public Debt of Eighty-Four Developing Countries,® Debt
Qutstanding, Including Undisbursed
(USS$ thousand millions)

1970 - 1971 1972 1973 1974 - 1975
Non-oil exporting countries g
Higher-income g4 101 116 1257166 187
Official creditors 4-5 53 57 6-3 7-8 85
Private creditors 3.9 4.8 5-8 63 -. 88 102
Upper middle-income 249 288 341 418 545 651
Official creditors 15-1 174 209 244 291 323
Private creditors 98 114 132 174 255 329
Middle-income 7-3 35 9-7 11-4 159 214
Official creditors 56 . 64 7-5 89 121 16:5
 Private creditors 1-7 2:0 22 2:5 38 4-9
Lower-income 193 212 234 275 338 360
Official creditors 173 192 213 247 303 327
Private creditors 2-0 20 2:1 2:8 3-5 33
Oil-exporting developing coun-
Nries il-2 150 181 238 271 331
Official creditors 7-8 102 -12:1 150 164 168
Private creditors 34 4-3 60 88 10:7 164
84 developing countries 712 836 968 1171 1480 1742
Official creditors 50-3 584 675 793 957 1068
Private creditors 2009 251 294 378 523 675

3 External public debes, or ‘official debts’, are those contracted or guaranteed by the
public sector of a debtor country and which are owed in foreign currency to creditors
outside the country. They have an original or extended maturity of over one year. The
public sector includes the national government and any of its political subdivisions,
agencies, or autonemous public bodies. Debt outstanding includes the principal, net of past
repayments, on both disbursed and undisbursed funds {(amounts not yet drawn by
receipients). *

For low-income and middle-income countries, whose firms normally borrow funds
externally with a guarantee by a public-sector institution in their country, the data
presented reflect a fairly accurate picture of the country’s external debt. For some high-
income countries whose firms may borrow [unds externally without the benefit of a
guarantes by a public-sector institution, the external debt figures underestimate the actual
external obligations.

Source. World Bank, World Debt Tables (EC-167-77)
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